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Keep sailing on the boat and staying afloat
Through this report we explored how pandemic has caused notable

changes in economy and markets and how it shaped trends globally. The

global macro theme is still on how can we manage risk of Covid-19

outbreak, given the deadly virus keep on mutating while vaccine disparity

has not been addressed yet. Rising inflation in both emerging countries

and developed economies has forced global central banks to tighten their

monetary policy. At the same time the surging level of indebtedness keep

haunting the path towards sustainability. Chinese property sectors

slowdown is a concrete example on how debt is now risking global

economic prospect.

On the other side, Covid-19 pandemic also causing the shift in investment

thesis globally. The new digital assets such as cryptocurrencies and NFT are

becoming more popular and attracting both institutional and retail

investors. Furthermore, a pandemic has taught us to think more on long

term sustainable investment. Given this backdrop, global investors are

becoming more aware on climate change risk therefore boosting fund

flows to ESG investment.

Looking forward to 2022, some may see a goldilocks period for Indonesia.

We agreed on that point of view with several notes. After taking into

account macro policy and the development of commodity market, we see

that Indonesia’s economy is likely to expand to pre-pandemic level. We

expect inflation to remain benign and manageable. Meanwhile on the

fiscal side, we think that budget deficit is possibly lower than government

target next year given fiscal consolidation agenda.

We favor equity over bond for 2022 on the back of possibility that the Fed

would raise interest rate earlier as soon as Mar-22 with more aggressive

measures. Historically equities were less sensitive to monetary policy cycle

than government bonds.

Moving to domestic government bond market, we see that yields dynamic

was driven by rising global inflation and monetary policy normalization

throughout 2021. The interest rates risk has trigger investors to shorten

bond duration as it was already reflected on lowering premia of short term

maturity bonds and increasing premia of longer maturity bonds. However

with the probability of lower bond issuance than the target, we expect this

can limit domestic currency government bond yield spike while keeping it

to remain attractive.

Meanwhile in equity market we see some positive catalysts including rising

domestic investors and tech-boom. Despite the positive outlook in equity

market, risks remain on volatility and uncertainty. After taking into account

those abovementioned factors, we recommend a diversified portfolio

including value and growth stocks.

Victoria Venny Nawang Setyaningrum

In Charged Head of Research MNC Sekuritas
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Summary

The 3 Big Things to Watch in 2022

• Pandemic : Covid-19 remains a key challenge as the deadly virus keep on mutating

and vaccines disparity among emerging economies and developed world has not

been addressed.

• Inflation : CPI in emerging economies and developed nations hit above their 5-year

putting CB monetary policy in test. Reducing liquidity injection followed by rate

hikes are likely in 2022 to fight against inflation.

• Rising Indebtedness : the debt level in countries which accounted >60% global

output increased to an all time high. China’s slowing property sectors (~25% China’s

GDP) due to rising indebtedness may hinder global economic prospect. For every

1pp decrease in China’s GDP will be followed by 0.33pp lower in global output.

Shifting Investment Thesis

• Tech Stocks Boom : global ample liquidity and pandemic favored tech-related

stocks in U.S. causing them to outperformed value stocks.

• Crypto & NFTs Hype : growing popularity in digital assets such as cryptocurrencies

and NFT has attracted institutional and retail investors.

• The dominating Cryptos : BTC and ETH as cryptocurrencies have outperformed

other assets throughout 2021. Interestingly, the share of ETH market value has

increased significantly particularly due to its versatility in developing digital

ecosystem.

• The rise of Metaverse : going forward, the development of digital ecosystem such

as NFTs and Metaverse is expected to become the global trend and inviting more

big players to participate.

• ESG Investment : Covid-19 pandemic also boosted ESG investment primarily in

areas of climate solutions. The number of ESG investment fund and value has

increased significantly by 50% in 2021 with Europe as the key player.

All Signs of Recovery are Encouraging

• Impact of Easing Restriction : gradual loosening of social restriction in Indonesia

helped country’s economy to recover as reflected on manufacturing PMI figure

(>50) and consumer confidence (>100) in 4Q21.

• Impact of Commodity Boom : soaring commodity prices also brings more goods

than harm for domestic economy as : 1) exports jumped outpacing imports causing

a 19 months straight surplus; 2) CA balance to record a surplus of 1.49% GDP in

3Q21; 3) FX reserves position stood at all time high level causing IDR stable; 4)

boosting government tax revenues to hit >100% 2021’s target as well as jacking up

consumers demand.

Prioritizing Growth and Stability

• Fiscal Policy : government budget to be responsive and flexible to support

economic recovery mainly through PEN. Fiscal consolidation agenda through tax

reforms (UU HPP) and increasing tobacco excise tax are expected to add IDR115tn

government revenue translating to budget deficit of IDR750tn (-4.26% GDP) lower

than APBN 2022 at -4.85% GDP.

• Monetary Policy : BI’s monetary policy is directed to support stability. Domestic CB

is expected to reduce liquidity injection gradually and followed by 1x rate hike by 25

bps bringing BI 7DRRR to 3.75% in 2022 amid rising inflation.

Expecting Better Outlook in 2022

• GDP : we expect Indonesia’s real GDP to expand by 4.92-5.28% with midpoint of

5.10% in 2022 on the back of rising household consumption and investment.

• Inflation : CPI is projected to increase 2.58%-2.98% with midpoint of 2.78% in 2022

driven by rising VAT from 10% to 11%; higher oil price and imports amid economic

recovery momentum.

• CA Balance : we foresee Indonesia’s CA balance to book deficit of -1.22% GDP in

2022 given rising imports. However it is still manageable compared to historical

figure in the last decade.

• USD/IDR : we expect IDR to depreciate against USD to IDR14,457/USD on the back

of widening CAD and tightening monetary policy by the Fed.
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Digital Economy : Fueling Growth

• The Largest in SEA : Indonesia’s digital economy accounted 40% of SEA internet

economy by GMV.

• E-commerce : the fast growing of domestic digital economy was driven by e-

commerce industry that expanded significantly during pandemic and expected to

grow at 37.97% CAGR to 2022.

• Flowing Funds from VCs to Startups : Indonesia’s digital economy has been

attracting capital from investors mainly from VC’s pouring their funds to startups

through various funding series. In 1H21 the VCs investment in Indonesian startups

hit an all time high with the total value of USD4.7bn.

• Challenge in Digital Talents : challenge remain on digital talent. Digital talent

demand in Indonesia is projected to hit 9 million in 2030, yet the primary sectors

which lack digital skillset remain the largest employment contributors.

Strategy : Favor Equity over Bond

• Asset sensitivity to Fed’s Policy Cycle : historically, global equities and

government bond prices were negatively affected by FFR hikes.

• Equity : stocks were less sensitive to FFR hikes compared to government bond

as shown by lower correlation value.

• Indo GB & JCI : Indonesia’s government bond market was more sensitive to US

monetary policy than its equity market.

• Recommendation : Prefer stock over bond.

Government Bond : Interest Rate Risk to Consider

• Inflation and yields dynamics : domestic currency government bond yields moved

following rising and more persistent inflation.

• Outflows : Indonesia recorded foreign outflows from government securities

>IDR80tn year to date.

• Yield Spike : domestic IDR denominated government bond yield spike remained

limited compared to peers. The benchmark 10-year government bond is fairly

valued in line with low inflation and risk premium.

• Shortening the Duration : lowering premia of shorter maturity government bonds

and rising premia of longer maturity bonds.

• 2022F Yield : after taking into account several factors such as monetary policy

tightening; the possibility of lower budget deficit and bond issuance we expect the

10-year Indo GB yield at 6.77% by the end of 2022F.

Equity Market : Structural Change to Drive Growth

• Inflows : domestic stock market recorded a foreign inflows of >IDR30tn year to

date (ytd).

• The Jumps in IPO Value : despite the number of IPOs relatively flat, the proceeds

value jumped 10x in a year from IDR5.6tn to IDR60.5tn

• Structural Change : 1) increasing retail investors ; 2) growth stock outperforming

value stocks and 3) unicorn IPOs.

• 2022F JCI Target : using top down and bottom up analysis we projected JCI to hit

7,150 implying 15% EPS growth and 16.4x PE.

• Sectoral Rating Guidance : we overweight 6 sectors basic, industrial, consumer

cyclical, finance, property and techno in 2022. Meanwhile we rated neutral for

energy, consumer non-cyclical, healthcare, infrastructure and transportation.

• Our Top Picks : we considered several aspect on sectoral as well as value and

growth stock diversification, index weighting and free float, ESG, M&A story and

positively affected sectors from macro-policy and economic recovery. (BBRI, BMRI,

BBNI, TLKM, EXCL, TOWR, AGRO, BSDE, CTRA, ASII, ERAA, ARNA).
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The 3 Big Things to Watch in 2022
We have never seen a pandemic like Covid-19 in the last century. The

outbreak that spread since the early 2020 has become the game changer

for the world economy. Here we highlighted some notable implications of

pandemic on global macroeconomy, and policies formulation. Embarking a

year of 2022, we consider 3 big things to watch.

1. Pandemic Matters

Like all the viruses, SARS-CoV-2, a virus causing Covid-19 also undergoing

a continuous mutation and generating a new variant with different feature

that may affect its transmissibility, infection severity and vaccine’s

effectiveness. A study conducted by Liu, et.al (2021)* has showed that

SARS-CoV-2 mutation rates are thousand times magnitude higher than

seasonal influenza. So far WHO has classified SARS-CoV-2 variants into

two group namely variant of concern (Alpha, Beta, Gamma, Delta &

Omicron) and variant of interest (Lambda & Mu).

The Omicron variant is the latest product of viral mutation to be found.

Interestingly, it took only in a month for virus to spread across more than

100 countries, some are having considerably high vaccination rates (Exhibit

1). Scientists are still undertaking research to better understand the nature

of this variant.

However, given the virus’ nature that keep mutating, we all must be aware

of future reinfection. Should the pandemic condition worsen, government

may steps in by taking emergency brake imposing another series of social

restriction. All in all, we believe Covid-19 and its variants to remain the

threat of global economic recovery.
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Note : the figure above indicated the proportion of people fully vaccinated to total population as of Dec 2, 2021

Source : Our World in Data, MNCS

Exhibit 1. The Omicron variant was found in countries where vaccination rates are considerably high

Footnote

*Liu, Long et al. (2021). “Comparison of Clinical Features and Outcomes of Medically Attended COVID-19 and Influenza Patients in a Defined 

Population in the 2020 Respiratory Virus Season”. Front Public Med.
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Besides the high viral mutation, disparity in vaccination rates also posing a

downside risk. In order to protect low income countries from Covid-19.

Gavi together with WHO initiate a collaboration to create equitable access

to Covid-19 vaccines. However, low income countries remained lag behind

its peers in terms of daily vaccination rates and vaccination coverage. In

Dec-21 alone, the daily average of vaccination rates in low income

countries still below 0.5% population, while people who received full jabs

(2 doses of vaccines) below 50% population. In middle and high income

countries, daily vaccination rates and coverage have reached 0.5% and 50%

population respectively (Exhibit 2).

In our view, fair distribution vaccines supply to low income countries to

remain the big challenge that need to be addressed given : 1) rich

countries domination on vaccine production and supply ; 2) geopolitical

matters and 3) logistics constraint. All in all, we see that widening disparity

in terms of healthcare and economic recovery to remain an issue globally

next year.

Exhibit 2. Vaccinations in low income countries lagged behind
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2. Inflation and Policy Normalization

Inflation starts to rise following gradual easing of pandemic curb measures

globally. Both in emerging market & developed economies, consumer and

producer prices climbed up to a multiyear highs (Exhibit 3). A combination

of supply and demand gap as well as soaring commodity prices driven by

expansionary macro policies have resulted in inflation that is higher than

what policymakers have set.
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Exhibit 3. CPI & PPI rose significantly in developed markets as well as emerging markets to the highest level in a decade

Notes : the dot plot represents avg inflation of 2021 among countries

Source : Bloomberg, CEIC, Trading Economics, MNCS

U.S. has given us a clear example on how inflation begin concerns for

policymakers, businesses and investors. The U.S. CPI jumped to a 3

decades high. While the U.S. PCE as inflation indicator that is carefully

monitored and assessed by the Fed climbed to above 4% on annual basis.

In our opinion, it is more on demand side equation that is problematic as

policymakers take an ultra easy macro policies namely through

government’s large deficit spending and central bank’s quantitative easing

that influence overall money supply in the economy.

In the beginning, the ample liquidity was flowing to financial assets, rather

than to real sectors amid frozen economic activities during lockdown

period. As a consequence, the U.S. saving levels recorded a jump to a level

that never seen before. In addition, with the money flows to financial

assets stock and other risky asset prices increased significantly to an all

time high level (Exhibit 4).
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Exhibit 4. Ultra easy policy has successfully jack up assets and consumer price inflation in U.S. 
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The Fed QE drove risky asset prices Ample liquidity in the U.S. economy propelled inflation

We foresee commodity prices from energy to food staples to remain

stubbornly high and above pre-pandemic level in 2022 amid ongoing

supply disruption and a pent up demand phenomenon as pandemic curb

related measures eased. It means that high inflation will likely to persist

next year at least until 2H22 (Exhibit 5).

Notes : 

Source : Bloomberg, EIA, MNCS

Exhibit 5. High inflationary pressures is likely to stay in 2022 driven by commodity prices
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Given the rising inflation and improving employment figure (Exhibit 6), the

Fed decided to reduce its monthly asset purchase program (tapering off)

by USD30bn. However, the U.S. central bank sees that rising inflation is

higher and more persistent than they expect. This may trigger the Fed to

quicken tapering process and followed by aggressive benchmark policy

rate hikes as soon as Mar-22 (Exhibit 7).
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Exhibit 6. U.S. labor market keeps showing an improvement

Notes : the U.S. unemployment rate (LHS), U.S. initial jobless claims (RHS)

Source : Bloomberg, CEIC, Trading Economics, MNCS

Exhibit 7. The Fed is expected to hike benchmark policy rate at least 3x 25 bps each started as soon as Mar-22

Notes : the chart above indicating rate hike probability (%)

Source : CME Fed Watch, MNCS

Fed’s Meeting Schedule

FFR Target Range Probability (%)

0-25 25-50 50-75 75-100 100-125 125-150

Jan-22 89.5 10.5 0.0 0.0 0.0 0.0

Mar-22 20.1 71.7 8.2 0.0 0.0 0.0

May-22 11.7 50.0 34.9 3.4 0.0 0.0

Jun-22 2.9 21.2 46.2 27.0 2.6 0.0

Jul-22 1.9 14.9 37.6 33.7 11.0 0.9

Sep-22 1.0 8.7 26.7 35.6 21.9 5.8

Nov-22 0.7 6.3 21.1 32.8 26.1 10.8

Dec-22 0.3 2.8 11.9 25.6 30.3 20.3
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Even with the potential quicker tapering, we think that gold price is here to

stay above pre-pandemic level driven by rising inflation. Historically, gold

has been linked to inflation hedging asset. During U.S. stagflation in 1970’s

gold had outperformed other assets and creating stellar return. This trend

continued to 1980’s. The price of precious metal also started its uptrend

pattern in 2000’s as the world faced two crises dot com bubble and GFC.

World inflation trend has been declining in the last decade. However,

inflation volatility occurred during 1970’s, 1980s and 2000s. In this period,

gold price return rose along with the increasing inflation, while gold value

decreased when inflation fell. We foresee recent inflation will drive global

average inflation to be above its long term trend and expecting gold price

to follow the suit (Exhibit 8). Our forecast showed that gold price still have

room to hit another USD1,940/oz in 1H22 before moderating to USD1,750

starting in the 3Q22 (Exhibit 9).

Exhibit 8. Historically, gold price rose when inflation increased and above its long term average trend
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Exhibit 9. The Fed is expected to hike benchmark policy rate at least 3x 25 bps each started in 2H22
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3. Debt Ballooning Concerns

Global indebtedness rose significantly during pandemic. Even the pace of

debt growth was extremely higher than in 2008 GFC. In China, Japan, U.S.

and Euro Zone which accounted for 62% from total world output, the debt

ratio has hit an all time high level. The debt in China, U.S. and Euro Area

nearly 3x their national income, while for Japan debt ratio has reached 4x

GDP (Exhibit 10).

The increase in debt level was seen across all issuers. However the pace of

government debt level increased faster than other issuers (households &

non-financial corporations) (Exhibit 11). The economic downturn and

policies needed to stimulate the economy have come with serious cost.

Government’s fiscal spending increased while at the same time tax

revenues dropped. It urged government to borrow more money and

causing budget deficit to widen. In order to soften the blows of healthcare

crisis to the economy, central bank also participated in monetizing

government debt. This is something that we have never seen before.
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Exhibit 10. Debt in countries which accounted 62% world’s 

GDP hit an all time high level

Notes : shaded area indicating economic recession period

Source : Bank of International Settlements (BIS)

Exhibit 11. Government debt level increased faster than

other issuers

Notes : all in %GDP; households included non-profit institution serving 

households. Source : Bank of International Settlements (BIS)
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In the last decade, China’s debt has risen from 1.8x GDP to a nearly 3x

GDP. Government debt nearly doubled, non-financial corporations debt

rose 1.4x while household debt increased 2.3x at the same time. China’s

debt fueled economy is now turning to a serious threat for global

economy as domestic output growth decelerated.

Recent development of Chinese property and real estate developers such

as Evergrande and Kaisa’s inability to meet interest payment on their bond

has sparked jitters that property bubble will soon to pop up and triggering

another story of Lehman Brothers.

Despite sharing similarity in the property sectors and a high leveraged

business, Evergrande story has some major differences with Lehman

Brothers.

The key difference lies on the nature of the assets that they hold.

Evergrande is a property developer holding a fixed assets such as land and

property with a cash flow problems. Meanwhile Lehman Brother as

investment bank traded securities mainly betting on derivates (i.e CDO)

that had caused a collapse in the global financial system.

Since the underlying assets are different so the impact would be different

too. The financial assets are having higher volatility and value could drop

to zero. In contrast, land and property could never go down to zero.

The level of leverage ratio takes us to another different level. Even with the

large holding in financial assets, Lehman Brother used higher leverage with

more than 30x debt to equity investing in CDO vs Evergrande with only 5x

of debt to equity on its balance sheet. In addition, the systemic risk should

be relatively small given China’s banking system has annual profit of

USD220bn and provision of USD830bn.

Another reason is that China and U.S. economic and political system differ,

hence we believe that with strong Chinese government control would not

let Evergrande to fail and causing a systemic risk since property sector

share to GDP is the second largest after industry & manufacturing sector.

However key risk remained on Chinese economic growth deceleration

primarily driven by slowing property sectors. As the second largest

economy in the world, the spillover impact of will likely to spread across

the globe. Our model showed that for every 1pp decrease in China’s GDP

will likely to be responded by 0.33pp lower in global growth (Exhibit 12).
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Exhibit 12. As China’s economy contribution to global output rose significantly in the last 2 decades, for every 1pp decrease

in China’s GDP will be followed by 0.33pp lower in global output

Notes : real GDP data in USD trillion with R-Square 0.99 and p<0.05, shaded area indicated a 95% confidence level (LHS); China’s economy 

contribution to global output (RHS)

Source : World Bank, MNCS

Rising inflation and widening budget deficit will likely to trigger global

policymakers also tighten fiscal policy. We see fiscal consolidation may be

employed to control inflation as well as sustaining future fiscal outlook, yet

the momentum also play a key role.

Given a fact that virus keep mutating, it may complicate policymakers to

make decision on future fiscal and monetary policy as well as synergy. In

addition, the slowing China’s economy will also hit economic performance

that are having high exposure on trade and investment with China.

All in all, we believe the impact of rising debt level will differ across

countries. Emerging economies with high deficit spending, widened CAD

and low FX reserves will be hit hard through foreign capital outflows,

meaning countries currency depreciation is likely due to severe capital

outflows.
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Shifting Investment Thesis
We are now standing in the age of rapid technological advancement and

disruption. A year of pandemic also marked a transition momentum for

global economy to adopt a more contactless activities benefitting sectors

like e-commerce, telehealth, online entertainment and digital asset

investment. Besides that, pandemic also gave us valuable lessons on how

sustainability really matters. Given the backdrop, we see the tech-hype and

ESG investing will be the key investment thesis for investors globally in

2022.

The Tech-Hype : Making Sci-Fi Movies a Reality

During pandemic, barrier between real physical and virtual world has

become more blurry. Both consumers and corporates adopt digital

technology as the way to survive the crisis. Indeed, this period of transition

impacted how consumers spend, corporates operate and investors

appetite. In the financial markets, the digital tech hype combined with

ample investor liquidity drove tech-stocks and other digital assets such as

cryptocurrencies to outperform conventional old economy assets while

also having higher volatility (Exhibit 13).
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Exhibit 13. Tech stocks outperformed old economy stocks while cryptocurrencies lead all the gain of risky assets

Interestingly, despite having challenge in regulatory oversight and

skeptical view from policy makers cryptocurrency industry rose significantly

and gaining traction from investors both from institutional and retails. In

addition, the share ETH in crypto market also increased as it not only offer

a transactional based function but also to develop crypto ecosystem such

as the development of Non-Fungible Token (NFT).

Notes : red-dot depicted tech-stocks in U.S, while blue dot showed old economy stocks (left chart); BTC-ETH outperformance to stocks using S&P 

500 as a proxy in percent (LHS) and BTC/ETH Price Ratio (RHS) in the RHS.

Source : Bloomberg, MNCS
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Unlike the rise of Bitcoin and other cryptos in 2018 that was driven by retail

investors, the sustained high price of cryptos throughout the pandemic

storm was also inseparable to institutional investors participation. The

emergence of new digital assets such as NFT brings more vibrant

environment in crypto market and attract more VC’s pouring their funds in

NFT’s startups. Even this trend also drives appetite of big name corporates

to participate (Exhibit 14).

Going forward, Metaverse will be the game changer in our way of

investing. Through this virtual and digital platform investors can buy and

sell digital assets that are not limited to NFT’s but also virtual property and

land. Through buying property and land in Metaverse, the owners can sell

or rent it for virtual exhibition. The potential monetization scale is so

massive and the collaboration among parties is encouraging in this virtual

and digital world. All in all, we believe this will the next game changer that

can bring a sci-fi movies closer to our reality. However, constraint

remained on regulatory oversight and polices to encourage cybersecurity

aspect.

Field Name of Company NFT-related Business

Sports

NBA NBA Top Shot

MLB MLB Champions, MLB Topps

Formula 1 F1 Delta Time

Fashion

Nike CryptoKicks

LVMH AURA

Breitling Certify authenticity with Ethreum system that includes NFT

Adidas Issuing NFT cards of famous sports players

Entertainment & Film
Turner Sports Blocklete Games

Warner Music Group Invested in Dapper Labs, a blockchain-based game company

Information Technology (IT) & Infrastructure

AMD Entered into partnership with Robotcache BGA

Microsoft Azure Heroes

IBM Custom blockchain supporting NFT

HTC Exodus 1

Samsung Electronic wallet supporting NFT

Game

Ubisoft Rabbid Tokens

CAPCOM Street Fighters

ATARI Atari Token

Metaverse & Virtual Reality (VR)

Upland Virtual real estate market game service (UPX)

Decentraland Virtual space land ownership transactions (MANA)

The Sandbox Virtual space and item transactions (SAND)

Exhibit 14. Some big players and VC’s fund are entering NFT businesses

Projects Investors Investments (USD) Series

NFT fi (NFT-secured loans) CoinFund, 1kx, Maven11 890K Seed Round

Rocket Protocol (NFT-secured loans) Pantera Capital, Spark Capital, and more investors 1.2M Seed Round

NFT Bank (NFT asset management) Hashed, 1kx, Digital Currency Group 1.4M Seed Round

Rarible (NFT marketplace) 1kx, Coinbase ventures, Para Fi Capital, CoinFund 1.75M Seed Round

Recur (NFT platform) Hashed, Gary Vaynerchuk, Delphi Digital 5M Seed Round

Axie Infinity (NFT platform) Hashed, 500 Startups, BlockTower Capital, DeFi Alliance 7.5M Series A

SuperRare (NFT marketplace) Velvet Sea, 1Confirmation, Mark Cuban 9M Series A

OpenSea (NFT marketplace) Andreessen Horowitz (a16z) 100M Series B

Dapper Labs (Merchandising cards of top NBA players) More than 40 investors, including Coatue Management 350M Series C

Source : Choi & Ha. (2021). “Fueling the Path toward the Metaverse”. Stanford Journal of Blockchain Law & Policy
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Investing in Sustainability : Climate Focus

The improving awareness in climate change risk in the near term cash the

spotlight of global theme in 2021, besides the pandemic issue. Investors

and policymakers now take a serious steps to avoid a catastrophic effect of

climate change.

A record number of so called climate-aware funds have been launched for

year to date through Sep-21. Adding 186 new funds in 2021, the total

number of climate funds hit 636 worldwide. This is even significantly higher

than in 2020 that recorded less than 100 new funds. Assets in climate funds

jumped 50% and estimated to reach USD275bn this year.

In Apr-21, we already witnessed the net flows to high sustainability-rated

open ended funds have increased. The low sustainability-rated open ended

funds have experienced a negative growth while the highest rated funds

recorded the highest increase (Exhibit 15).

Europe is the key player in launching the new climate funds with 60% of

the total funds this year and U.S. come at the second and China tries to

catching up at the third position. The funds were allocated to diverse

project and assets including : low carbon; green bond; climate solutions;

clean energy/tech and climate conscious.

In case of bond issuance, green, social and sustainability labelled EUR

bonds even issued at low or negative premia has indicated that financial

markets are finally getting a grip on how to price climate risks (Exhibit 16).

Going forward, we think the sustainability investing will set the course of

financial markets globally particularly in developed economies.
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Exhibit 15. Net flows to sustainability-rated funds increased
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Exhibit 16. Green, sustainability and sustainability labelled 

EUR bonds issued at lower premia (bps) as of Sep-20

Note : Net flow growth from 2020 through Apr-21 (Left Chart); GSS stands for Green, Social & Sustainability labelled EUR bonds (Right Chart)

Source : Morningstar, OECD and Bank of England
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All Signs of Recovery are Encouraging
Indonesia successfully managed to fight against Covid-19 second wave

outbreak that lasted during 3Q21, thanks to tighter social restriction

imposed by government namely through PPKM Leveling. However, it came

with high cost reflected on its output to grow below its potential.

Indonesia’s GDP grew 3.51% YoY in 3Q21, below our forecast and

consensus estimate at 3.59% YoY/3.85% YoY. Looking forward, Indonesia’s

economy is likely to gain its strength and back to the recovery path. The

outlook for 2022 will be much brighter than 2021 and the GDP will likely to

grow to its pre-pandemic level. We are cautiously optimistic in embarking

a goldilocks period next year. However risk remains on pandemic side.

Here we explore the scenario for domestic economy in 2022 and its new

engine of growth.

Given that pandemic is brought under controlled, economic activities

bounced back in 3Q21 along with improving mobilities in the last month of

3Q21. Indeed mobility is crucial indicator for economic activity as it can be

seen that during tight restriction, wide range of economic indicators such

as manufacturing PMI, consumer confidence and sales of durable and non

durable goods dropped significantly (Exhibit 17). However, all these those

factors continued to improved indicating that economy is recovering.

It is also worth noted Indonesia benefits from recent soaring commodity

prices. Exports jumped outpacing imports causing trade balance to record

19 straight months of surplus. On the other hand, higher commodity price

also increased government revenues, particularly from Non-Tax State

Revenue. Another macro impacts of the booming commodity are

narrowing CAD and surging FX reserves position. Given this backdrop,

rupiah’s stability could be maintained with lower needs for central bank’s

intervention. Looking forward, higher commodity price will also

strengthening domestic purchasing power. All in all soaring commodity

prices to bring more good than harms for Indonesia’s economy (Exhibit

18).

Exhibit 17. Economic activities dropped during tight restriction, but now the sign of improvement is encouraging

Easing 

pandemic 

measures

Pre-Pandemic

1st Case 

Reported

PSBB Pre-2nd Wave 2nd Wave & 

PPKM 

Darurat

Gradual easing as 

cases dropped

Source : IHS Markit, Bank Indonesia, GAIKINDO, AISI, MNCS

Indicators Unit 20/1 20/2 20/3 20/4 20/5 20/6 21/5 21/6 21/7 21/8 21/9 21/10 21/11
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Exhibit 18. Soaring commodity prices bring more goods than harm for Indonesia’s economy
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Non-Tax State Revenue increased and above 2021 target

driven by rising commodity prices

Government 

Revenues
Oct

2020

Oct

2021

Growth 

(%)

Budget 

2021

Achievement 

(%)

Non-Tax State Revenue 278.9 349.2 25.2 298.2 117.1

Resources Revenues 79.3 111.2 40.3 104.1 106.8

Oil & Gas 57.5 70.7 23.1 75 94.3

Non-Oil & Gas 21.8 40.5 85.6 29.1 139.0

Others 199.7 238 19.2 194.1 122.6

3 FX reserves jumped to an all time high to support rupiah’s

stability
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5 Lesson learnt from 2000-13, commodity boom helped

boosting domestic household consumption
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Prioritizing Growth & Stability
Indeed, sound macro policy framework is needed to support economic

recovery. This necessitates policymakers to fine tune the stimulatory

policies while keeping it prudent. Here in this report we explore what

macro policies look like in 2022 both from fiscal and monetary side.

Balancing between strengthening the economy and maintaining

healthy fiscal outlook

Note that productive spending and fiscal consolidation to be the key

theme for 2022. The focus will remain on 3 things : continuing economic

recovery agenda, increasing productivity and competitiveness and

maintaining fiscal health through revenue optimization and better

spending. On the expenditures side, government set to spend IDR2,714tn

next year according to APBN 2022 (Exhibit 19). Economic Recovery

Program Budget (PEN) is set to be at IDR414tn (vs IDR747.8tn in 2021/-

44.4% YoY) . Despite lower both in value and growth compared to 2021,

government said that the scenario will be responsive and flexible meaning

that room for refocusing and reallocation remains open. PEN will allocated

for healthcare sector (29%), social protection (37%) and economic program

(34%) (Exhibit 20).

Government Budget Oct-21 Realization APBN 2021 Outlook 2021 APBN 2022 

Government Revenue 1,510 1,744 1,810 1,846 

Tax Revenue 1,159 1,445 1,391 1,510 

Non-Tax Revenue 349 298 419 336 

Government Expenditure 2,059 2,750 2,613 2,714 

Central Government 1,416 1,955 1,857 1,945 

Transfer to Regions & Village Funds 643 795 756 770 

Primary Balance (267) (633) (502) (462)

Budget Surplus/Deficit (549) (1006) (802) (868)

%GDP (3.29) (5.70) (5.15) (4.85)

Budget Financing 608 1,006 845 868 

Exhibit 19. Taking a look at Government Budget 2022

Notes : all values are in IDR tn except for budget deficit %GDP

Source : MoF, MNCS

28%

29% 34%

22%

37%

33% 17%2021

2022

Healthcare Economic Recovery Social Protection Business & MSME Priority Program

Exhibit 20. PEN allocation in 2022

Source : MoF, MNCS
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In order to lower budget deficit outlook, government employed several

initiatives such as utilizing excess budget (SAL) worth of IDR168tn and

burden sharing scheme with Bank Indonesia (BI) namely through SKB III.

Under this scheme, the issuance of government securities is done through

private placement with BI covering the interest costs equivalent of IDR58tn

and IDR157tn will be covered by government.

Government and BI decided to continue SKB III next year with the total

amount of IDR224tn. BI will again cover interest cost of IDR40tn and

government will cover IDR184tn. The aim of this policy is to reduce

government securities issuance mainly from primary auction.

On October 7 2021, Indonesian parliament passed Tax Harmonization Bill

(RUU HPP). The bill which later became constitution is part of government

strategy to pursue a tax reform and legal protection for implementing

fiscal consolidation agenda.

Indonesian government is urged to bring back budget deficit to below -3%

GDP in 2023. To achieve constitution’s mandate, government take several

actions as reflected in the Tax Harmonization Law. Here we outlined some

of key points in the Law which already been approved by the legislative

body.

• Income Tax Reform. Government introduced new layer on the

personal income tax bracket, where people with annual income of >

IDR5bn would be charged a higher tax for 35% from previously 30%. A

higher tax for High Net Worth Individuals in the country is set to

embody a fair tax policy.

• VAT Rate Hike. After previously became a public debate on whether

fiscal authority should increase VAT rates which also include basic

needs, education and social services, government decided to keep

exempted from the fiscal reform. The VAT tariff is set to increase from

10% to 11% and will take effect by April 1, 2022. The regulation enacted

by government in order to promote the sustainability of economic

recovery momentum.

• Corporate Income Tax (CIT). According to the law, CIT tariff cuts from

22% to 20% in 2022 that was previously planned is set to be cancelled.

As a consequence, CIT rate to remain at 22% next year.

• Voluntary Disclosure Program for Undeclared Assets. Under this

policy, Indonesian government plans promote asset repatriation and

increasing fiscal revenue by offering incentives for non-declared assets.

The fee rate is set at 6-11% for assets that have not been declared

during 2016-17 tax amnesty program and 12-18% for non-declared

asset during 2016-20 fiscal year. The lower rate would be applicable if

the repatriated assets are invested in government securities and or

projects related to downstream and renewable energy.

• Carbon Tax Introduction. Imposing a Carbon Tax indicates

government commitment to promote a economic sustainability as well

as fostering a less carbon dependent economic activities. Carbon Tax is

charged at IDR35/kgCO2e. This new regulation will be introduced to

coal fired power plant sector and will be rolled out on April next year.
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Considering all the above scenario, the extra revenue could be generated

would be equal to IDR82-99tn (Exhibit 21). Now the question is whether

the possible additional revenue could meet government target to lower

budget deficit below -3% GDP in 2023?

Based on our calculation, in order to achieve this target, government needs

to reduce budget deficit from IDR920tn to at least IDR534tn in the next

two years. This would be translated to an increase of at least IDR191tn

annual revenue. It seems that our scenario analysis can only accommodate

a half of the target.

In addition government also set the tobacco excise tax to increase by

averagely 12% and is likely to add IDR24.3tn. All in all we projected

government revenue to hit IDR1,855tn and budget deficit to be at

IDR750tn or IDR118tn lower than APBN 2022 translating to -4.26% GDP

also lower than government projection (Exhibit 22).
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Exhibit 21. Tax reform is expected to add IDR82-99tn

government revenue

Notes : all values are in IDR tn

Source : MoF, MNCS

Exhibit 22. Budget deficit to lower than government

projection in 2022
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Note that flexibility is a crucial thing for government budget in 2022 since

uncertainty risk from Covid-19 remains linger. On the other hand, it is not

only the amount and allocation of government budget that matters, the

government budget realization is also important to further accelerate

speedy economic recovery in 2022. Therefore policy coordination between

central and regional government needs to be strengthened in order to

achieve this mission.
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Pro Growth & Stability Mix Policy

Since the pandemic began, BI has cut 150 bps its benchmark policy rate to

the lowest level in history at 3.50%. Furthermore, BI has injected liquidity in

the banking system (QE) totaled IDR137.24tn from Jan-21 through Nov-21.

BI also bought government bond in the primary market equivalent to

IDR143.32tn during the same period.

In addition the domestic central bank also utilized accommodative

macroprudential policy mainly through : lowering LTV/FTV for property

loan to 0% for banks with NPF <5%, and adjusting DP for vehicle

ownership to a minimum of 0% for banks with NPF <5%.

Amid ongoing concern on global inflation and interest rates hike in 2022,

BI will utilize the policy mix properly. BI said that monetary policy will be

directed for maintaining stability while other policy tools such as

macroprudential will be directed to support economic recovery.

Despite the inflation expectation remains anchored within central bank’s

target of 2-4% (Exhibit 23), we think that consumer price will rise next year

on the back of : 1) rising imports and oil prices along with improving

mobility; 2) rising VAT from 10% to 11%. Our model showed that inflation

may increase to 2.58-2.98% in 2022 (Exhibit 24).

On the other hand, the outlook of rupiah against USD may depreciated

driven by monetary policy calibration by global central bank. Furthermore

with the economic recovery to remain intact, import is expected to rise and

causing current account to book a deficit, yet we believe it remained below

its long term trend.

Considering BI forward policy guidance as well as development of global

and domestic economy, we expect BI will likely to unwind liquidity injection

and consider to raise benchmark policy rates at least 1x 25 bps.
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Exhibit 23. Inflation expectation remained anchored within

CB target

Notes : all values are in %YoY

Source : Bank Indonesia, MNCS

Exhibit 24. Inflation started to pick up in 3Q21 yet

remained benign and manageable so far

Notes : all values are in %

Source : Bloomberg, Bank Indonesia, MNCS
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Expecting Better Outlook in 2022

We made several adjustment for our FY21 forecast. We lowered our FY21F

for GDP growth from 3.76% YoY to 3.71% YoY, partly due to the impact of

PPKM Darurat in 3Q21, but we still believe that Indonesia’s economy can

manage a growth of 5.09% YoY in 4Q21. We projected Indonesia’s GDP to

expand within range of 4.92-5.28% with mid point of 5.10% in 2022. Rising

household consumption and investment is expected to be the key driver of

economic growth and we assume that there won’t be any Covid-19

significant resurgence next year.

We made some adjustment of CA balance in FY21F to +0.26% GDP from -

1.04% GDP, thanks to massive trade balance surplus. Along with improving

economic activities, imports are likely to rise and causing Current Account

(CA) balance to record a deficit. However we expect CAD for FY22F will be

lower than its long term trend. Our forecast showed FY22F Indonesia’s

CAD will be at -1.22% GDP. Under this scenario and the monetary policy

calibration from major central banks, we expect rupiah to depreciate

against USD and likely to be traded at IDR14,200-14,700/USD with the mid

point of IDR14,457/USD. See Exhibit 25.

The downside risks for our projection include : 1) Covid-19 rapid mutation

and resurgence; 2) more aggressive monetary policy normalization; 3)

rising geopolitical tension particularly among commodity producing and

exporting countries as well as 4) U.S. lower economic growth due to

persistent inflation and slowing China’s output on the back of shaky

property sectors.

GDP Growth

(%YoY)

Inflation 

(%YoY)

Budget Deficit

(%GDP)

CA Balance

(%GDP)

USD/IDR

BI 7 DRRR

(%)

FY21E FY22F Key Driver

3.71

1.87

-5.17

0.26

14,312

3.50

5.10

2.78

-4.26

-1.22

14,457

3.75

• Rising household consumption

• Increasing both DDI & FDI due to bold policy 

reforms

• Improving economic performance

• Rising oil prices and imports

• Rising VAT from 10% to 11%

• Revenue optimization and spending better

• Tax Harmonization Law 

• MoF-BI Policy coordination and synergy

• Rising imports along with improving economy 

Commodity prices to remain high and above pre-

pandemic level

• Widening CAD

• Global monetary policy normalization and high 

probability of interest rate hikes from major CB

• Rising inflation

• Pro-stability policy amid possible rate hikes from 

CB

Exhibit 25. Our macro indicators forecast for 2022

Source : Bloomberg, Bank Indonesia, MoF, Statistics Indonesia, MNCS
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Digital Economy : Fueling Growth

Social restriction triggered by Covid-19 pandemic has proven to benefit a

contactless economy namely digital economy. Google, Bain & Company

and Temasek estimated digital economy in Southeast Asia (SEA) to hit

USD174bn in GMV in 2021 (+48.9% YoY). Indonesia’s digital economy

contributed the largest share of the GMV value, nearly 40% after expected

to record growth of 49% YoY this year (Exhibit 26). Despite having the

largest size, domestic digital economy as represented in GMV/capita

remained lag behind its peers partly due to the population size (Exhibit 27).

Throughout the pandemic, Indonesia recorded an increase of total 13%

new digital consumers (Exhibit 28). A shifting in consumer behavior to

spending online has driven e-commerce industry. E-commerce transaction

is expected to grow 51% YoY hitting >IDR400tn. Going forward, e-

commerce transaction is projected to hit >IDR500tn in 2022, implying a

37.97% CAGR in the last 5 years (Exhibit 29). We believe this trend will not

only become a positive catalyst for logistic sector but also other sectors

particularly fintech. With this impressive performance, Indonesia’s digital

economy has been attracting capital from investors mainly from VC’s

pouring their funds to startups through various funding series (Exhibit 30).

Besides having consistent double digit growth in the last 5 years we

believe Indonesia’s digital economy remains in the early phase. Looking

forward as it become more mature, ecosystem integration is likely to

occur. Note that, connectivity, capital and talent are 3 most important

things to accelerate domestic economy. However, challenge remain on

digital talent. According to McKinsey and World Bank, digital talent

demand in Indonesia is projected to hit 9 million in 2030. Besides all the

good things following the rise of digital economy, this trend is also

marking a shift in domestic economy structurally. As we know that up until

recently domestic labor absorption remains largely contributed by primary

sector such as agriculture (Exhibit 31). Hence in order to cope the

challenge facing labor market and the shifting trend, government needs to

have comprehensive policy framework addressing labor policy particularly

for re-skilling and up-skilling as well as prioritizing digitalization in the

essential sectors that can promote job creation and bringing more

inclusive economic growth in the long term.
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Exhibit 26. Indo digital economy is estimated to grow 49%

YoY and contributing 40% of SEA internet economy by 2021

Exhibit 27. Despite having high growth and shares, Indonesia

GMV/capital remained behind its peers
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Exhibit 28. Indonesia recorded an increase of 13% new

digital consumers during pandemic

Exhibit 29. E-commerce transaction in Indonesia is expected

to hit >IDR500tn in 2022 with 37.97% CAGR

0

25

50

75

100

Pre-Pandemic New 2020 New 1H21

0

100

200

300

400

500

600

2018 2019 2020 2021F 2022F

Notes : all values in %

Source : Google, Bain & Company, Temasek, MNCS

Notes : all values in IDR tn

Source : Bank Indonesia, MNCS

0

100

200

300

400

500

0

1

2

3

4

5

2017 2018 2019 2020 1H20 1H21

Values Deals

Exhibit 30. Indonesia digital economy has attracted capital

mainly from VCs funds
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Source : Google, Bain & Company, Temasek, MNCS

Exhibit 31. Primary sectors contributed the largest

employment in the last decade
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Strategy : Favoring Equity over Bond
Historically stocks were less sensitive to monetary policy cycle than

government bond

Our sensitivity model has shown that government bonds were more

sensitive to changing interest rates than stocks in the last two decades. The

prices of government bond in developed and emerging markets suffered

from rising interest rates as indicated by positive yield change (Exhibit 32).

We see strong correlation between US and Hong Kong government bond

yields with the FFR. We also noted that global stock return were negatively

correlated with FFR. However the correlation of stock returns and FFR

change was somewhat weak (Exhibit 33).

The cross countries analysis as shown in Exhibit 33 also indicate country’s

stock markets (Europe & UK) that have high correlation to US market

suffer more from Fed’s monetary tightening. While countries with low

correlation to US stock market and global equities such as China can

absorb the shock better.

Some emerging countries stock market such as Argentina, Thailand and

Philippine were also more affected by global monetary policy. Indeed we

understand that this may be associated with countries specific risk such as

chronic high inflation and political stability that may escalate the downside

risk and triggering foreign outflows.

FFR US Europe UK Japan Hong Kong China India Brazil Mexico Russia Indonesia Malaysia Thailand Philippines Singapore

FFR

US 0.69

Europe 0.48 0.89

UK 0.52 0.93 0.98

Japan 0.48 0.84 0.96 0.94

Hong Kong 0.68 0.97 0.86 0.90 0.80

China 0.12 0.43 0.46 0.49 0.42 0.39

India 0.06 0.07 0.09 0.10 0.16 -0.05 0.34

Brazil 0.01 0.28 0.32 0.33 0.33 0.18 0.03 0.47

Mexico 0.53 0.76 0.61 0.65 0.53 0.75 0.30 -0.32 -0.04

Russia -0.39 0.01 0.05 0.07 0.00 0.01 0.01 -0.09 0.29 0.06

Indonesia 0.48 0.77 0.75 0.78 0.70 0.77 0.16 -0.18 0.26 0.73 0.19

Malaysia 0.22 0.70 0.58 0.63 0.50 0.66 0.48 0.06 0.33 0.65 0.35 0.59

Thailand 0.52 0.85 0.88 0.89 0.90 0.79 0.52 0.30 0.32 0.53 0.00 0.68 0.66

Philippines 0.43 0.80 0.78 0.79 0.71 0.82 0.35 -0.27 -0.03 0.87 0.16 0.78 0.68 0.67

Singapore 0.53 0.90 0.74 0.81 0.67 0.89 0.39 0.03 0.37 0.68 0.18 0.75 0.83 0.76 0.71

Exhibit 32. Government bond sensitivity to Fed’s monetary policy

Notes : data used to construct correlation matrix were monthly benchmark 10-year local currency denominated bond yield from each countries during 

2003-2021. Sources : Bloomberg, MNCS

Exhibit 33. Stock sensitivity to Fed’s monetary policy

FFR US MSCI World Europe UK Japan Hong Kong China India Brazil Argentina Indonesia Malaysia Thailand Philippines

FFR

US -0.13

MSCI World -0.10 0.96

Europe -0.08 0.84 0.86

UK -0.08 0.81 0.85 0.88

Japan -0.13 0.60 0.65 0.64 0.56

Hong Kong -0.02 0.67 0.77 0.64 0.64 0.50

China 0.14 0.30 0.36 0.29 0.23 0.28 0.49

India -0.05 0.55 0.65 0.56 0.53 0.49 0.63 0.30

Argentina -0.14 0.44 0.50 0.42 0.38 0.34 0.41 0.25 0.42 0.48

Indonesia -0.07 0.48 0.58 0.45 0.48 0.39 0.52 0.24 0.62 0.44 0.41

Malaysia -0.05 0.42 0.49 0.46 0.39 0.27 0.47 0.32 0.49 0.46 0.37 0.49

Thailand -0.13 0.56 0.62 0.50 0.54 0.45 0.51 0.18 0.59 0.56 0.44 0.61 0.47

Philippines -0.09 0.46 0.50 0.41 0.43 0.31 0.45 0.21 0.57 0.40 0.40 0.64 0.40 0.59

Notes : data used to construct correlation matrix were monthly stock index return from each countries during 2003-2021. Sources : Bloomberg, MNCS
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Looking forward, the impact of Fed’s policy normalization on global

financial market will vary across countries and sectors. The degree of

magnitude will also depend on how effective the Fed communicate their

policy to the market. Any unanticipated surprise is likely to trigger shock.

Indonesia : Betting on Economic Recovery & Higher Growth Lead Us

to Favor Equities over Bond

Fed’s tapering 2013 gave us a clear picture that how US monetary policy

normalization affect domestic financial market. Bernanke’s speech on plan

to rollback liquidity injection surprised market sending UST yield higher

and stock price to plummet. At that time JCI dropped, 10-year Indo GB

yield rose and IDR suffer from depreciation against the greenback.

However domestic stock market recovered faster while government bond

yield keep rising.

We noted at least in the last 2 decades, domestic stock performance has

shown to be less sensitive to Fed’s monetary policy compared to

government bond. The correlation value between stock returns and FFR

was negative but weak (R=-0.07). Meanwhile Indonesia’s government bond

yield and FFR seemed to have moderate correlation (R =0.48). In addition,

the 10-year Indo GB and UST yield was strong (R=0.77).

Indeed that past performance does not necessarily predict future results.

However we see that domestic financial market fundamental is

strengthening and better than in nearly a decade ago. Therefore, we

believe Indonesia is more prepared to face Fed’s tightening agenda this

year.

We expect ample FX reserves will help cushion IDR from large

depreciation. While potentially lower budget deficit and MoF-BI

coordination through SKB-III should be translated to lower government

bond supply risk. Combined with benign inflation outlook and rising

domestic investors, this should help limit the upward pressures on

government bond yield. Yet, we still like equity over bond on the back of

economic recovery and higher growth that may further lower stock-bond

correlation.
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Government Bond : Interest Rate Risk to Consider
Inflation drives the yield dynamics

In the midst of rising global inflation, yield in government bond particularly

in benchmark local currency denominated has been experiencing a spike.

For the case of U.S. treasury we observed three phases of yields dynamic.

The first phase occurred in 1Q21, when the treasury note yield rose

significantly. The spike in yield was driven by continuous rising of U.S.

inflation that trigger market concerns over the Fed tapering. The second

phase was when U.S. treasury yield started to normalize in June-Aug 2021.

Markets seemed to have digested the Feds’ officials guidance on the ideas

of temporary inflation and tapering off doesn’t necessarily associated with

rate hikes. However, yield again to nudge up in the last quarter of this year

given U.S. high inflation figure is more persistent than the expected. The

Fed finally unveil their plan to quicken tapering process and followed by

possible rate hikes in 2022. This is when the third phase occur. Indonesia’s

government bond market tend to follow the suit throughout the phases

(Exhibit 34).

The spike in Indonesia’s local currency denominated government bond

was also driven by a massive outflows. We witnessed that foreign holders

of tradable government securities has declined significantly marking a

foreign net sell of IDR86tn since 3Q21. The overall outflows from Indo

government bond equal to IDR80tn year to date (Exhibit 35). Despite the

outflows, the increase in 10-year benchmark Indonesia’s government bond

yield remained limited and still offering the highest real yield among peers

given low domestic inflation figure (Exhibit 36).

Based on our macro model, the 10-year Indo GB yield to stay within its

1STD of its fair value (Exhibit 37). Interestingly, yield remains below its long

term average of 7%. We think that this happen due to several interacting

factors that favor lower yield for Indonesia partly the stable rupiah and also

rising domestic investor influence. Throughout 2021, the majority holders

for government securities are banks and central bank (Exhibit 38). During

the pandemic, ample banks liquidity is the main reasons why the financial

institution is keen to buy government bond. Over the longer period, our

model suggested that low inflation and declining risk premium are the

main factors favoring lower yield for Indonesia’s government bond (Exhibit

39).
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Exhibit 34. The 3 phases of yields dynamics in 2021 Exhibit 35. Massive outflows from Indo GB markets in 2021

Notes : 10-year Indo GB yield (LHS); 10-year UST yield (RHS

Source : Bloomberg, MNCS

Notes : outflows in IDR tn

Source : MoF, MNCS
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Exhibit 36. Despite the massive outflows, yield change in 

10-year Indo GB remained limited compared to its peers

Exhibit 37. The 10-year Indo GB yield remains fairly valued 

based on our model
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Exhibit 38. When foreigners sell, banks & CB buy Exhibit 39. CPI & CDS to favor lower Indo GB yield

Notes : real yields are calculated after adjusting with inflation

Source : Bloomberg, Trading Economics, MNCS
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The trend : shortening the duration

The longer maturity of government bond yields rose while the short end

(<5-year maturity) unchanged in the last two months, given the future

outlook of interest rates path (Exhibit 40). The short-end & belly series that

were traded with lower premium (Exhibit 41). Indeed that interest rate risk

may push government bond yield higher in the future causing investors to

shorten their duration. However we hope with lower budget deficit the

supply risk of government bond can be reduced, thus the upward

pressures on government bond yield can be minimized.
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Exhibit 40. Yield on longer maturities rose while on the

short end unchanged

Exhibit 41. Shorter maturity was traded with lowering

premia while longer maturity traded with rising premia

Notes : yield curve calculated using Nelson Siegel Svensson (NSS)

Source : Bloomberg, MNCS

Notes : Premia are calculated by subtracting yield from certain

maturities with 10-year maturity. Source : Bloomberg, MNCS

Expecting lower issuance in 2022

Under our scenario of budget deficit to stay at -4.26% GDP in 2022, SKB III

MoF-BI, we expect government securities issuance will be lower than APBN

2022 of IDR1,300tn. Given the domestic bond issuance scenario of 80%

from the target we expect the implied domestic issuance will be IDR722tn

lower than IDR816tn in APBN 2022 and SKB III scenario. Therefore the

average issuance of GB and Sukuk will also be lower (Exhibit 42). All in all

we believe this will reduce supply side risk that may trigger yield to spike

higher combined with interest rates risk. We projected the 10-year Indo GB

yield to be within range of 6.45-7.07% by the end of 2022 with the

midpoint of 6.77% given BI 7DRRR 3.75%; inflation 2.78% and IDR

14,457/USD (Exhibit 43).

APBN 2022 MNCS 

Budget Deficit 868 750 

Financing Needed 1,417 1,299 

Gov't Securities Issuance 1,300 1,182 

Domestic (80%) 1,040 946 

SKB III MoF-BI 224 224 

Net Domestic Issuance 816 722 

Bond (75%) 612 542 

Sharia Securities (25%) 204 181 

Auctions 24 24 

Bond Issuance/Auction 25.5 22.6

Sharia Sec. Issuance/Auction 8.5 7.5 
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Exhibit 42. Expecting lower issuance in 2022 Exhibit 43. Lower issuance to minimize yield spike

Notes : under scenario of budget deficit -4.26% GDP

Source : MoF, MNCS

Notes : MNCS forecast model

Source : Bloomberg, MNCS
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Equity Market : Structural Change to Drive Growth
Foreign inflows started to recover in in 2021. From Jan-Nov 2021, foreign

investors booked a net buy of IDR36.5tn. However if we calculated from

the early 2020, domestic equity market still recording an outflows of

IDR11.3tn (Exhibit 44). Along with the inflows, JCI booked a positive

performance in 2021. However, we noted some structural changes in

domestic stock market including : 1) rising number retail investors; 2)

soaring deals value of IPO and 3) growth stocks outperforming value

stocks.

Several positive catalysts driving domestic stock market are pandemic and

commodity boom. Healthcare-related and commodity-related stocks were

benefitting from this condition. In addition, digital bank-related and tech-

related stocks are also experiencing a significant gain during 2021. Both of

these stocks outperformed overall market, leaving value stocks to

underperform (Exhibit 45).
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Exhibit 44. Domestic stock market booked a net foreign

inflows in 2021

Notes : all values are in IDR bn; Net Flows (LHS), Cum Outflows (RHS)

Source : Bloomberg, IDX, MNCS

Exhibit 45. Growth stocks significantly outperformed value

stocks in 2021
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We also noted that despite the number of companies’ IPOs were relatively

flat, yet the values jumped 10x from IDR5.6tn in 2020 to IDR60.5tn in 2021

bringing the average value/deal to IDR1.1tn (Exhibit 46). The number of

IPO proceeds >IDR1tn increased 6x from 1 to 6 in 2021 including PT

Bukalapak.com Tbk (BUKA/IDR21.9tn); PT Dayamitra Telekomunikasi Tbk

(MTEL/IDR18.8tn); PT Avia Avian Tbk (AVIA/IDR5.8tn); PT Cisarua Mountain

Dairy Tbk (CMRY/IDR3.7tn); PT Cemindo Gemilang Tbk (CMNT/IDR1.2tn)

and PT FAP Agri Tbk (FAPA/IDR1tn). Meanwhile the IPO proceeds of

IDR100bn-IDR1tn has increased from 16 to 20 during the same period

(Exhibit 43). Looking forward, there will be a much awaited IPOs from tech

sector unicorn including GoTo, Traveloka and Si Cepat. Despite, the

enthusiasm from both institutional and retail investors, concern remain on

market liquidity particularly in the secondary market given the deal values

will be huge.
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Exhibit 46. Despite the IPO numbers remained flat, the

deals value jumped 10x in 2021

Exhibit 47. Companies IPO with deals value >IDR1tn and

IDR100bn-IDR1tn increased
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2022F Scenario for JCI Target

We combined top down (macro-model) and bottom up (our coverage)

analysis. Our macro-sensitivity analysis has shown that GDP affect both EPS

and JCI significantly (p<0.05). Under the scenario of GDP growth at 5.10%,

the implied EPS growth will be 15% and end-year 2022F JCI target at 7,150

(16.4x PE) or translating into 9% upside potential (Exhibit 48).

Exhibit 48. Our 2022F end-year JCI target at 7,150

Notes : using top down & bottom up approach; GDP affect EPS & JCI significantly (p<0.05) in the last 2 decades

Source : Bloomberg, MNCS
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Sectoral Rating Guidance & Our Top Picks

We see some positive catalysts to drive sectoral performance in 2022.

These include : 1) spillover effect of higher commodity price as well as

fiscal-macroprudential stimuli 2) economic recovery momentum and 3) big

tech-IPO deals. We overweight 6 sectors basic, industrial, consumer

cyclical, finance, property and techno in 2022. Meanwhile we rated neutral

for energy, consumer non-cyclical, healthcare, infrastructure and

transportation. Here we highlighted some key drivers/catalysts for each

sectors (Exhibit 49).

Sectors
2022

Rating
Key Drivers/Catalysts

IDXENERGY Neutral

1) Limited coal price increase in the last quarter of 2021; 2) CPO price to stay high at least up until 1Q22 due to ending 

production seasonality and labour shortage in Malaysia, 3) positive catalyst for industrial metals due to rising 

popularity of ESG investing and electric vehicles 

IDXBASIC Overweight
1) Cement sale is projected to hit ~70mn ton pada FY22F; 2) demand from property sectors to remain high as gov’t 

still prioritize infrastructure budget.

IDXINDUST Overweight
1) Rising public mobility as Covid-19 waning; 2) Launching of new 4W; 3) Extension of Luxury Tax relax; 4) room for 

further loan interest rates decline

IDXNONCYC Neutral
Despite improving household consumption yet downside risks remain on: 1) potential rising tobacco excise duty; 2) 

rising VAT from 10% to 11% in Apr-22; 3) increasing prices of raw materials and logistic cost.

IDXCYCLIC Overweight
1) Rising traffic in shopping malls; 2) commodity boom to jack up secondary demand; 3) digital transformation 

including omnichannel strategy employed to expand market shares.

IDXHEALTH Neutral
We see a an upside potential for healthcare at least until 1Q22 driven by government policy on boosting testing 

through PCR and vaccination program. However the effect to wane in 2H22.

IDXFINANCE Overweight 1) Improving bank intermediary function; 2) lower CoF driving up NIM; 3) better asset quality outlook.

IDXPROPERT Overweight 1) Lowering mortgages rate; 2) domino effect caused by commodity boom; 3) Macroprudential relax on LTV/FTV

IDXTECHNO Overweight
1) Big tech IPO FY22F: GoTo, Blibli, Amartha, Traveloka, SiCepat; 2) the huge deals value to jack up sectoral index 

weight to broad based market index (JCI)

IDXINFRA Neutral
Downside risks include: 1) delay in contract payment; 2) new contract realization >50% in 9M21; 3) tender offer 

tardiness; 4) divestment focus. However, we overweight for telco subsector driven by M&A story.

IDXTRANS Neutral

Transportation sector is expected to experience a pressure in FY21E, despite gradual easing enacted by government. 

On the other hand we foresee that this sector could benefit from recent trend of online shopping and rising e-

commerce industry. 

Exhibit 49. Our sectoral rating guidance

Our top picks considered several aspect on sectoral as well as value and

growth stock diversification, index weighting and free float, ESG, M&A

story and positively affected sectors from macro-policy and economic

recovery (Exhibit 50).

Source : MNCS
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Exhibit 50. MNCS Stock Picks

Key Drivers Top Picks Rationale

Foreign Inflows & ESG

M&A Story in Telco

New Banking Regulation

Digital & Tech Related

Property Recovery

Value Stocks

• BBRI IJ

• BMRI IJ

• BBNI IJ

• TLKM IJ

• EXCL IJ

• TOWR IJ

• AGRO IJ

• BSDE IJ

• CTRA IJ

• ASII IJ

• ERAA IJ

• ARNA IJ

• We like BBRI for the success story of IDR96tn RI and its potential synergy 

with Pegadaian & PNM in disbursing loan to a high yield of ultra micro 

segment. 

• We like BBNI for the turnaround story and BMRI for its success to manage 

better asset quality and also attractive valuation

• Post ISAT-Hutch merger, telco companies would likely to face a more 

intense competition by strengthening their position in the market.

• Potential increase in TLKM IJ enterprise values and IPO of Mitratel, 

• Potential merger of EXCL IJ (large market share of subscribers) & FREN IJ 

(having 5G lisence).

• We recommend TOWR as it will experience a higher top-line & bottom-line 

figure post acquisition, solid EBITDA, and bigger tower portfolios.

• With new OJK regulation on digital banking (POJK 12 & 13) is expected to 

be the positive catalyst. Increasing right issue transaction & banking 

consolidation is widely expected in the near future as mini-banks are 

required to fulfill the capital requirement by OJK.

• MSCI index evaluation due on February.  We expect there would be some 

rebalancing.

• AGRO IJ would be benefitted from its inclusion in FTSE Indices attracting 

more foreign inflows while offering a lucrative valuation with +62% 

potential upside from its intrinsic valuation.

• We see some positive catalyst for property market such as : surging 

commodity price, lower interest rates, a relaxed loan-to-value ratio, smaller 

down payment & relaxed VAT enacted by government.

• Should the government continue its accommodative policy we expect +20-

30% marketing & sales in property sector

• Both BSDE IJ & CTRA IJ are having a portfolio in small sized residential 

property that we expect to recover faster and offering high EPS growth as 

well as lucrative valuation. 

• ASII IJ is one of value stock that lag in performance. However it also offer 

enticing valuation with +27% potential upside. This conglo is also 

supported by a relaxed VAT in auto sector and commodity price that is 

expected to boost its portfolio comps top line.

• We like ERAA IJ due to : 1) IMEI regulation; 2) 5G trend; 3) the largest retail 

comps for gadget and also having hi-end brand portfolio; 4) having a large 

footprint of  store making them could bargain their rental cost and 

potential acquisition target for Blibli.

• ARNA IJ : 1) positive outlook in property market; 2) expecting a maximum 

utilization rate; 3) new plant expansion in 2023; 4) higher than expected 

bottom line growth.

Source : MNCS
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Rising Tension in LMPV Battlefield
Car Sales Improved in 10M21

Domestic Four Wheels (4W) market booked 703,081 units (+66.98% YoY) in

sales volume throughout 10M21. Several players such as Toyota, Daihatsu and

Mitsubishi recorded a stellar performance during the same period which was

reflected in their sales growth of 32.75%/105.33%/77.54% YoY respectively.

Besides the low based effect, the increase in 4W sales was also underpinned

by: 1) increasing mobility; 2) lowering loan interest rates particularly for vehicle

ownership; 3) 0% DP and 4) PPnBM relax.

Better Macro Environment to Boost Car Sales in FY22F

Looking forward, we see some positive catalyst from macro outlook that is

likely to boost domestic car sales to pre-pandemic level in 2022. We foresee

Indonesia's GDP to expand by 5.10% next year. In addition, ripple down effect

from higher commodity prices is expected to bolster consumer purchasing

power. We believe this will be translated into an increase in consumer

discretionary spending and further to bring a positive impact on domestic auto

sector.

Key Theme in 2022: The LMPV War!

LMPV car models are increasingly gaining traction from domestic buyers,

therefore we expect the competition in this arena to intensify. Some players

have seen to make a maneuver to maintain and strengthen their position in

this market. As the market leader, Toyota introduced a new model on their

flagship brand of Toyota New Avanza and Veloz with the brand new design.

Furthermore, Toyota and Daihatsu changed Avanza-Xenia design, and

converted Veloz to be a premium LMPV with various features, such as 1) TTS

(Toyota Safety Sense); 2) 360 camera; 3) Full disc-brake. Honda came with the

similar move by introducing their newest LMPV, BRV, that has different design

from the previous model. Honda also released BRV with similar safety features

of Toyota and Daihatsu, named as Honda Sensing. In our view, those initiatives

are reflecting companies strategy to maintain their competitiveness

responding to Mitsubishi X-Pander growing market share in LMPV arena. We

noted that Mitsubishi X-Pander sales from FY17-9M21 has hit 215,269 units.

PPnBM Relax to Continue to Next Year (?)

Currently, the government through the Ministry of Trade is still evaluating the

relaxation of 100% PPnBM discount to be extended to FY22. However, the

government has seen the positive impacts coming from this fiscal stimulus,

which has been felt by automakers and their subsidiaries which saw a positive

growth this year. Since Mar-21, Indonesian government is implements 100%

PPnBM discount for new car with engine capacity of 1,500cc; 50% for 1,500-

2,500 cc for 4x2 type and 25% for the 4x4 type. This policy has been extended

twice and will prevail until the end of 2021.

Recommendation : Overweight with Top Picks ASII (BUY, TP : IDR6,400)

We projected the automotive sector to grow positively in FY22F on the back of

: 1) gradual economic recovery momentum and 2) possibility of government

stimulus extension. We overweight automotive sector with ASII as our top pick

(BUY, TP: IDR6,400) and expecting company’s market share around 51-55% in

FY21E-FY22F with new Toyota Avanza and Toyota Rush as key growth drivers.

Downside risks : rupiah volatility, rising inflation and interest rates as well as

semiconductor chip shortage.

Ticker

Market 

Cap 

(IDR bn)

PER (x) PBV (x)
Rec.

Target Price 

(IDR)FY22F FY23F FY22F FY23F

ASII  IJ 228,730 11.87 11.47 1.25 1.16 BUY 6,400

Sources: Bloomberg, MNCS

Automotive
Overweight
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Exhibit 52. Trend New Model Toyota Veloz and Daihatsu Xenia

Source : MNCS

Exhibit 51. The New Honda BR-V Facelift Model

Source : MNCS

Exhibit 53. Facelift Model Mitsubishi Xpander and Xpander Cross

Source : MNCS
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Source : MNCS

Exhibit 54. Hyundai Booth on GIIAS 2021

Exhibit 55. Hyundai KONA Electric Vehicle

Source: MNCS

Exhibit 56. The Trend of Car Sales
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Carving a New Milestone
Banking Updates & Outlook

Banking industry improved throughout 2021. As of Nov-21, banking industry

loan disbursement grew 4.73% YoY. Despite the cut in benchmark policy rate

that cause loan yield to decline, banks managed to record an improvement in

NIM on the back of rising CASA by nominal value and percentage of TPF

making CoF lower. During Covid-19 pandemic, TPF soared double digits and

banks were flooded by ample liquidity.

All those figures were reflected on big 4 banks financial performance. Loans in

big 4 banks grew 8.03% YoY in Nov-21, higher than industry record. CASA

increased 17.60% YoY while Time Deposits only expanded 1.35% YoY, causing

NII to jump 17.77% YoY during 11M21. Combined with operational efficiency,

operating profit and net profit of big 4 banks rose 45.89% YoY and 53.60%

YoY respectively.

We expect banks loan growth of 6-8% in 2022 is achievable. In addition, OJK

relax on loan restructuring will also help NPL manageable and asset quality to

improve causing provisioning to decline. All in all we are optimist that banks

bottom line will likely to grow in 2022.

Small Banks Capital Raising & Digital Bank Story

We recorded small banks to execute right issue scheme in 4Q21. The story

behind those corporate action plans is to meet OJK requirement for banks to

have minimum IDR2tn capital by the end of 2021 and IDR3tn by the end of

2022. Besides that, capital raising is aimed to establish new digital banks with a

strong capital back up.

In our view, small banks can be more agile to be transformed into digital bank

as they have smaller number of branches. In addition, acquiring small bank and

turn it to digital bank will have a lesser cost compared to establishing a newly

bank with the minimum capital needed equals to IDR10tn.

Despite still early in development, we see a promising future of Indonesia’s

digital banking market on the back of : 1) large unbanked and underbanked

population size; 2) rapid internet and social media penetration among younger

generation that account >50% population; 3) the rise of MSME driven by e-

commerce industry.

We foresee banks corporate actions such as right issue or even M&A to

continue in 2022. We already observed that global strategic investors also

involved in domestic cross border M&A in the banking sector in 2021. In our

view, rising interest from global investors was driven by Indonesia’s banking

futures prospect as well as higher NIM than peers. Looking ahead, in the

medium to long term banking consolidation is likely primarily due to : 1)

nature of digital bank to have solid ecosystem and 2) heightened pressure in

the industry.

Outlook & Recommendation : OVERWEIGHT

We rated overweight on banking sector on the back of positive outlook in

4Q21. We reiterated BUY for BBRI (TP IDR4,800); BMRI (TP IDR8,400), BBNI

(TP IDR7,800) and call HOLD for BBCA (TP IDR7,200).

Ticker

Market 

Cap

(IDR bn)

PER (x) PBV (x)

Rec.
Target Price 

(IDR)FY22E FY23F FY22F FY23F

BBCA IJ 967,709 25.89 22.12 4.53 4.20 HOLD 7,200

BBNI IJ 132,405 8.08 6.47 0.97 0.87 BUY 7,800

BBRI IJ 633,517 17.59 13.54 1.94 1.79 BUY 4,800

BMRI IJ 334,833 11.16 8.54 1.32 1.18 BUY 8,400

Sources: Bloomberg, MNCS

Banking
Overweight
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Exhibit 57. Loans started to recover since 3Q21
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Exhibit 58. Despite the decline in yield, banks NIM improved

Exhibit 59. Big 4 banks performance improved

Source : BI, OJK, MNCS Source : BI, OJK, MNCS

Financial 

Statement

BBCA BBRI BMRI BBNI Big 4

11M21 11M20 %YoY 11M21 11M20 %YoY 11M21 11M20 %YoY 11M21 11M20 %YoY 11M21 11M20 %YoY

Balance Sheet

Loans & Financing 601.99 566.53 6.26% 951.99 874.59 8.85% 818.47 740.66 10.51% 568.61 540.74 5.15%
2,941.06 2,722.52 

8.03%

CASA 751.21 621.47 20.88% 697.13 633.71 10.01% 740.77 590.46 25.46% 473.00 418.15 13.12%
2,662.11 2,263.79 

17.60%

TD 197.96 184.22 7.46% 425.45 405.39 4.95% 246.52 275.96 -10.67% 215.18 205.13 4.90%
1,085.11 1,070.70 

1.35%

Total Deposits 949.17 805.69 17.81%
1,122.58 1,039.10 

8.03% 987.29 866.42 13.95% 688.18 623.28 10.41%
3,747.22 3,334.49 

12.38%

P&L

Net Interest 

Income
48.27 46.61 3.56% 88.11 67.18 31.16% 48.99 42.57 15.08% 34.68 30.48 13.78% 220.05 186.84 17.77%

Operating Profit 36.92 30.68 20.34% 35.99 23.58 52.63% 27.44 17.80 54.16% 11.94 4.91 143.18% 112.29 76.97 45.89%

Net Profit 30.12 24.74 21.75% 27.84 16.37 70.07% 21.78 13.64 59.68% 9.53 3.37 182.79% 89.27 58.12 53.60%

Notes : values are in IDR tn except for %YoY growth

Source : Company Financial Statements, MNCS

Banks Tier-1 Capital (IDR Bn) Add. Capital Needed 2021 (IDR Bn) RI Size (IDR Bn) Status

BEKS 905 1,095 1,801 Not Rated

BINA 1,157 843 1,238 Not Rated

AMAR 1,017 983 1,008 Not Rated

AGRO 4,216 - 1,160 Not Rated

BACA 1,574 426 - Not Rated

BBHI 1,258 742 4,803 Not Rated

BCIC 1,117 883 1,500 Not Rated

BBSI 1,064 936 985                        Not Rated

DNAR 2,381 - 500 Not Rated

BNBA 1,604 396 621                        Not Rated

Exhibit 60. Small banks right issue

Source : Company Prospectus, OJK, MNCS
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The Agility to Survive
Cement Demand to Surge

Domestic cement consumption grew 4.72% YoY in 9M21 to 46.93 million tons,

driven by demand for bag cement which grew 6.86% YoY, while bulk cement

was stagnant at 0.64% YoY in 9M21. The presence of the 2nd wave of Covid-19

in June-21 did not affect domestic cement absorption. With the easing since

mid-August-21, domestic cement demand continues to improve. The

relaxation of value added tax (VAT) will apply to landed houses and

apartments: 1) From 10% to 0% for primary market products under IDR2bn; 2)

50% discount (from 10% to 5%) for IDR2-5 bn products also to have spillover

effect on cement industry.

There is still a chance for Better Absorption in FY21E and FY22F

The government is still prioritizing infrastructure development in FY22F of

IDR384.8 trillion, although lower than FY21 (IDR417.4 trillion) but we consider

the value to be relatively huge. This will benefit from the demand side of bulk

cement going forward, which until 9M21 growth was still stagnant. The

multiplier effect of infrastructure development will encourage the

development of industrial estates and factories, as well as e-commerce which

has the potential to build new warehouses. Low interest rates and relaxation

have been proven to increase property sales, so developers need more

inventory. We estimate domestic’s consumption to rise around 65.91 million

tons in FY21E, implying growth of 5% MoM and ~70 million tons in FY22F.

Commodity Boom and Their Impacts

We understand that an increase in coal prices has negative implications for

cement production costs. Currently, the price of New Castle Coal is in the

range of USD150-200/ton. This increase in coal prices has the potential to

increase coal cost prices by 10%-15% in FY21. However with KEPMEN ESDM

No.206.K/HK.02/MEM.B/2021 to set the price at USD90/metric ton for raw

materials/fuel for the domestic cement and fertilizer industry will help the

cement industry to stabilize production costs, amidst highly fluctuating coal

prices. On the other hand, we see rising CPO prices to have a positive impact

for consumer purchasing power.

Still seeing risk amid improving catalyst

The ODOL (Over Dimension & Over Loading) policy will significantly increase

the transportation costs of cement players. The government is currently still in

calculation to determine the ODOL policy that is going to be applied to all

transportation companies. The pandemic remains a factor of uncertainty that

must be monitored closely because it will determine the Government's actions

to restrict mobility. In addition, we also see the implementation of a carbon tax

as a risk that will interfere with ASP in the future, so we assess that cement

prices are expected to remain the same considering that we still have to look

at the direction of overall economic growth in FY22F.

Overweight Recommendation for the Cement Sector

We recommend OVERWEIGHT outlook for cement sector in FY21E-FY22F.

Key positive catalysts from 1) Raising demand on property in FY22F; 2) a huge

infrastructure budget on FY22F and 3) potentially extended VAT relax. Our call

risk: 1) The continuing energy crisis has an impact on demand and higher coal

price; 2) ODOL and carbon tax policy. Our top picks are SMGR (BUY; TP:

IDR12,500) and INTP (BUY; TP: IDR14,000).

Cement
Overweight

Ticker

Market 

Cap (IDR 

bn)

PER (x) PBV (x)
Rec.

Target Price 

(IDR)FY22F FY23F FY22F FY23F

INTP IJ 47,670 21.62 18.05 1.89 1.87 BUY 14,000

SMGR  IJ 59,760 14.51 11.47 1.22 1.16 BUY 12,500

Sources: Bloomberg, MNCS
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Month
2020 2021 Bag Bulk

Bag Bulk Bag Bulk YoY YoY

January 3,901,743 1,306,155 3,871,006 1,035,142 -0.79% -20.75%

February 3,426,120 1,170,481 3,627,117 1,007,414 5.87% -13.93%

March 3,587,753 1,200,916 4,200,246 1,132,105 17.07% -5.73%

April 3,486,049 1,015,280 3,735,064 1,155,311 7.14% 13.79%

May 2,438,490 653,259 2,983,334 702,082 22.34% 7.47%

June 3,894,112 983,176 4,363,236 1,188,253 12.05% 20.86%

July 4,178,030 1,256,336 4,238,347 1,269,215 1.44% 1.03%

August 4,517,032 1,328,355 4,602,041 1,387,378 1.88% 4.44%

September 4,751,543 1,427,829 4,903,850 1,531,134 3.21% 7.24%

9M21 34,180,872 10,341,787 36,524,241 10,408,034 6.86% 0.64%

Exhibit 61. Domestic consumption (in metric tons)

Sources : Ministry of Industry, MNCS
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Excellent Performance During Price Momentum
9M21 Volume Overview

PTBA's coal sales volume increased 11% YoY reaching 20.9 mn tons in 9M21 (vs

18.6 mn tons in 9M20) due to a significant increase in coal export, primarily to

China, reaching 49% QoQ in 9M21. Optimization of coal price momentum

eventually affects the company’s top and bottom line performance. ADRO

recorded its 9M21 sales volume of 38.86 mn tons in 9M21 down by 4.66% YoY

(vs 40.76 mn tons in 9M20) due to challenging weather conditions which

affected coal production process. ITMG's coal sales volume decreased 3.89% YoY

to 14.8 mn tons in 9M21 (vs 15.4 mn tons in 9M20). Export growth is still

constrained by weather, efforts to prevent Covid-19, and strong domestic

demand. Sales from China contributed the most by taking the largest quantity

and highest price due to the massive coal deficit.

Global Coal Demand Remain Strong

Coal imports in China reached the highest 292.32mn tons in 11M21 or grew by

10.6% YoY. This figure shows China's high consumption due to cold weather.

There is a growing chance the La Nina weather pattern will return this year and

potentially exacerbating an already tight global coal supply situation over the

winter. We anticipate a relatively tight supply on Australia and Indonesia's

output in 1Q22. Hence, we estimate this condition will have an impact on coal

price rally in 1Q22. Meanwhile, we see that coal price will relatively stable in

2Q22 onward, as China pledges efforts to ensure coal supply. We projected coal

price to be at USD100/mt – USD120/mt driven by the recovery in economic

activity, the increasing demand for gas in the US as a substitute, and the rainfall

will begin to ease up to 2Q22E.

Clean Energy Movement and Coal Export Ban

On 10M21, Indonesia's total coal exports reached 366.11 mn tons (+11.40%

YoY), a 90.14% realization, driven by higher global demand. We estimate coal

demand will still be quite high in FY22E although not as big as in FY21E amid the

need to anticipate the winter season that has been met, as well as the need for

coal consumption for domestic power plants. Indonesia began to switch to clean

renewable energy in the decision of the COP26 climate talks in Glasgow,

Scotland, but this step requires a long process, considering that the majority of

electricity supply in Indonesia comes from PLTU. To support this movement,

several companies plan to transform into clearer energy, such as PTBA which

plans to work on a solar power plant (PLTS) to become an energy-based

company in FY26F with revenue contributions from the energy and coal business

sectors. The Ministry of Energy and Mineral Resources (ESDM) has banned coal

exports from January 1, 2022 to January 31, 2022. Because PT PLN (Persero) has

a coal deficit to meet domestic needs (Domestic Market Obligation/DMO to

avoid blackouts to 10 million PLN customers). We consider this to be quite an

impact on the top line performance of coal issuers in 1Q22E, especially those

with the largest portion of revenue from coal exports such as INDY, ITMG,

HRUM, and ADRO.

Neutral Outlook with Top Picks : PTBA IJ

NEUTRAL outlook for the coal sector and our top picks are: 1) PTBA (BUY TP:

IDR3,300) with a +19% potential upside. We chose PTBA supported by a

greater demand from PLN; while 2) ADRO (HOLD TP: IDR2,460) due to the

impact of export ban and limited upside; and 3) ITMG (HOLD TP: IDR20,600)

will have quite an impact on the export ban coupled with the potential for lower

coal prices.

Coal
Neutral

Ticker

Market 

Cap 

(IDR bn)

PER (x) PBV (x) Rec.
Target Price 

(IDR)FY22F FY23F FY22F FY23F

ADRO IJ 75,486 9.59 9.27 1.25 1.14 HOLD 2,460

ITMG IJ 23,022 4.34 4.31 1.63 1.60 HOLD 20,600

PTBA IJ 32,488 5.31 4.74 1.46 1.30 BUY 3,300

Sources: Bloomberg, MNCS
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Exhibit 63. Coal price tend to move downfard after economic crisis end

Sources : Bloomberg, MNCS
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Sources : Bloomberg, MNCS
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Waiting for Clear Direction
Overview on FY22F : New Capital City Remains Priority

Indonesia's government proposed a IDR384.8tn infra budget (-7.8% YoY) in the

FY22F, lower than the IDR450tn indicated in the fiscal policy framework by the

Ministry of Finance (MoF). The budget will be used for: 1) Construction of new

roads (205 km); 2) Trans Sumatra toll road (JTSS); 3) New bridge (8,244 m); 4)

Construction of railway lines and construction of new airports (6 airports).

In the report (click here), we have discussed that the Indonesian Investment

Authority (INA) has secured IDR75tn of initial capital in the form of cash and

share transfers, as well as several funds that are planned to prepare the funding.

So far, INA has secured a USD10mn investment commitment from the UAE, while

continuing to pursue other investment partnerships. Divestment is still the main

point in improving the balance sheet, with WSKT is still the most awaited

construction player in the ongoing divestment execution.

WSKT plans to divest all toll road assets up to FY25F, with a total of 13 toll roads

and total investment value of IDR62tn. The government plans to continue the

construction of the new capital city (IKN) through (Perpres) 85/2021 on

September 9, 2021 with an allocation of IDR511 bn in FY22F as initial

development. The government targets IKN development to last for 15-20 years

with public private partnership (PPP) and private sector, but the source of the

funding is still unknown until now.

Some SOEs are targeted to receive capital injections in 2022, such as: PLN,

Hutama Karya, ADHI, WSKT, Sarana Multigriya Finansial (SMF), Indonesia

Infrastructure Guarantee Fund (PII), and Perum Perumnas. WSKT and ADHI are

scheduled to receive IDR3tn and IDR2tn of additional capital. Each company

should get rights issue proceeds of IDR4.5tn and IDR3.9tn, respectively. This will

be the second capital injection received by WSKT from the government after it is

scheduled to receive IDR7.9tn in Dec-21.

Covid-19 is still the Main Risk

We assess that Covid-19 spread will still be a risk that must be watched out for, as

this has the potential to have a negative impact on the achievement of new

contracts and the resulting burn rate. The existence of Omicron variant has the

potential to become the 3rd wave of the global spread of Covid-19 which

potentially disrupt the economic outlook, so there is a risk of changing project

tenders. APBN is still the main source for the creation of new contracts. However,

with Indonesia's debt to GDP being limited at the level of 41.38% in 10M21, we

assess that this will also have an impact on the limitation of new contracts in

FY22F-FY23F due to the regulation of Indonesia's debt to GDP limit at the level of

60%.

Neutral Recommendation for Construction Sector

We change the recommendation from Overweight to Neutral outlook for

Construction sector in FY21F-FY22F. We believe SWF sentiment could be a

turnaround story in the future to overcome the balance sheet construction

players. We see opportunities in the long run in line with the government's

priorities, although Covid-19 still becomes the main risk. Our top picks are : 1)

WIKA (TP 1,270) and 2) PTPP (TP 1,350).

Construction
Overweight

Sources: Bloomberg, MNCS

Ticker

Market 

Cap

(IDR bn)

PER (x) PBV (x)

Rec.
Target Price 

(IDR)FY22E FY23F FY21E FY22F

ADHI IJ 3,276 144.77 109.02 0.50 0.54 BUY 1,130

PTPP IJ 6,417 47.82 39.08 0.57 0.52 BUY 1,350

WIKA IJ 10,271 47.98 35.93 0.68 0.65 BUY 1,270

WSKT IJ 16,597 N/A N/A 0.93 1.09 BUY 880

WEGE IJ 1,819 9.21 8.10 0.73 0.69 BUY 250

https://www.mncsekuritas.id/po-content/po-upload/Research/Company_Focus/2021/Sectoral_Report/Construction_Sector_-_MNC_Sekuritas;_OVERWEIGHT_(200121).pdf
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Exhibit 66. Indonesia’s Debt to GDP Ratio (%)

Exhibit 67. Indonesia’s Trend Infra State Budget in FY11-FY22

Exhibit 68. Largest SWF Worldwide by AUM (USD Bn)

Sources : Trading Economics, MoF, MNCS

Sources : MoF, MNCS

Sources : SWF Institute, MNCS
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Consumer Cyclical
Overweight

Be Ready for a New Hope!
Expecting a Better Outlook

Statistics Indonesia announced that GDP in 3Q21 grew by +1.55%

QoQ/+3.51% YoY. Wholesale Retail contributed by 13.10% of national GDP or

equivalent to IDR369 trillion, followed by F&B which was contributed by 2.77%

or reaching IDR73.78 trillion. We see a potential increase in retail and

consumer cyclical which was supported by the sloping number of Covid-19

below 500 cases in a day and the recovery rate of Covid-19 patients by more

than 95%. Manufacturing activities in Indonesia remained in expansionary

mode and reported to reach above 50 points for 3 consecutive months since

Sep-21. The drop in Covid-19 daily cases was the key driver behind improving

manufacturing activities. On the other hand, the Consumer Confidence Index

(IKK) significantly reached 113.4 (vs 95.5 in October-21) in line with the

increase of mass mobility. Those condition took the cyclical sector revenue

grew by +10,80% and the EPS numbers grew by +99.72% YoY in 9M21.

Is Offline Store More Attractive Now?

The government decided to implement PPKM level 1 for since January 03,

2022 to January 17, 2022 for Java and Bali and the reopening of public facilities

with 75% capacity for restaurant, 100% for mall and public transport capacity.

Meanwhile, Jakarta area decided to implement PPKM level 2. Currently, we saw

our mobility is going better. Traffic in retail & recreation rose by +8%

compared to baseline. We have made observations on Saturday, December 25

at 3.41 pm at Pondok Indah Mall and the results show that the level of

occupancy is at 16.00% of the total capacity followed by the traffic at tenants

capacity is at 85% level. On the other hand, digitizing and conducting mergers

and partnerships with tech companies by several cyclical sector companies and

creating omni channels are made to expand market share and increase the

company’s valuation. The average number of download apps for Indonesian

cyclical retail platforms is+750,000 downloads.

Beware of Omicron Variant!

As of January 04, 2022, Omicron has spread to 164 countries (including

Indonesia) with a total of 490,000 cases. Along with the increasing numbers of

daily omicron transmission case, it might be trigger for the government pulls

the emergency brake through tighter mobility restriction like the second wave

of the Delta variant on July-21 to October-21. The government is actively

accelerating and expanding the distribution of national vaccinations. The

vaccination rate is kept at more than 1 million doses/day. Should the

government maintain the vaccination rate at current level, we expect the herd

immunity could be achieved in 1H22.

Overweight Recommendation for Consumer Cyclical Sector

Our recommendation is Overweight for consumer cyclical sector for FY22E.

We believe that purchasing power will continue to grow in 1Q22 which is in

line with the improving of mass mobility who tend to buy secondary products.

We reiterated BUY for ERAA (TP IDR800); ACES (TP IDR1,500) RALS (TP

IDR900), MAPI (TP IDR1,000).

Ticker
Market Cap

 (IDR tn)

PER (x) PBV (x)

Rec

Target 

Price 

(IDR)FY22E FY23F FY22E FY23F

ERAA 9.41 11.75 8.88 1.31 1.07 BUY
800

ACES 22.38 37.04 32.00 0.64 0.53 BUY
1,500

RALS 4.74 62.93 11.35 1.27 1.51 BUY
900

MAPI 12.20 40.88 16.40 1.38 1.30 BUY
1,000
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Exhibit 69. Wholesale & Retail contributes 13.10% GDP Exhibit 70. Despite the decline in yield, banks NIM improved
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Exhibit 71. National Mobility Index Showed Positive Figure for Retail & Recreation, Grocery, Parks, and Residential 

Exhibit 72. Current Mass Traffic in Pondok Indah Mall as one of the biggest shopping center in Jakarta 

Source : Statistics Indonesia, MNCS Source : Bank Indonesia , MNCS

Source : Covid-19 Community Mobility Report, MNCS

We have made observations on

Saturday, December 25 at 03.41 pm

at Pondok Indah Mall. Where the

results showed the level of

occupancy at 16% of the total

capacity.

Source : MNCS
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Cons Non-Cyclical
Neutral

Awaiting for the Old Star to Comeback
Rising the Optimism Supported by Macro Improvement

We expect the Indonesian economy to grow higher in 1H22 mainly driven by:

1) better covid handling; 2) credit expansion; 3) accelerated government

spending and 4) increased domestic consumption. We note that wholesale

retail should continue to rise as it contributed by 13.10% of national GDP or

equivalent to IDR369 trillion, followed by F&B which was contributed by 2.77%,

reaching IDR73.78 trillion. Meanwhile, the Consumer Confidence Index (CCI)

fell 2 points to 118.3 in Dec-21 (vs 118.5 in Nov-21). Three out of six sub-

indices weakened (economic outlook, income expectations for the next six

months and job availability expectation.

Do this Sector Deserve a Spotlight?

The domestic economic is sensitive to mass mobility, thanks to the well

handling of daily Covid-19 transmission. The government decided to

implement PPKM level 1 since January 4, 2022 to January 17, 2022 for Java and

Bali and the reopening 100% of public facilities and 75% for cafe, restaurant,

and cinema. On the other hand, the government also set the offline school

learning for the green zone area with low daily case transmission. We note that

the domestic consumption will reflect a positive figure along with the easing of

mobility. The unemployment rate nationally has reached 8,746,008 people or

equivalent to 6.49%, decreased by -10.46% YoY. The downward trend in

unemployment data is in line with the economic recovery in FY21.

Meanwhile, national consumption in 3Q21 recorded to IDR1,446.50 trillion, it’s

+1.03% higher than 3Q20 figure. We assume that our national consumption

potentially increase in line with the determination of the increase in the

provincial minimum wage (UMP) with an average at 1.09% level. We hope a

better outlook for consumer non-cyclical sector along with several stimulus

that given by the government, followed by the economic recovery and

manageable of domestic CPI at 1.75% YoY. Our estimate the inflation rate is

2.78% for FY22F.

Eyes on Rising Commodity ASP and Unfriendly Fiscal Policy!

Seasonally, CPO’s ASP went up higher at the early year due to production

supply being hampered by the impact of La Nina. BMKG estimates that the La

Nina will last until the end of Feb-22. We estimate that the CPO price next year

will be around RM4,700 – RM3,500 with a potential increase in CPO prices until

early 2Q22 and towards the end of 2022. Higher CPO’s ASP can reduce margin

of consumer staple companies. The government has decided to increase VAT

to 11% on April 01, 2022F and to 12% latest on January 01, 2025F. In addition,

government also set the tobacco excise tax to increase by averagely 12%. This

might result in the increased production costs and public consumption costs

and lower purchasing power.

Neutral Outlook in FY22F

We are maintaining our Neutral view for consumer non-cyclical sector for

1H22E. Our top picks are: UNVR IJ (BUY; TP:IDR4,890), INDF IJ (BUY;

TP:IDR8,700) and ICBP IJ (BUY; TP:IDR10,850) as a proxy of consumer food

spend. We also picks SIDO IJ (BUY; TP:IDR1,100) and GGRM IJ (BUY;

TP:IDR34,850) as a dividend player.

Ticker
Market Cap

 (IDR tn)

PER (x) PBV (x)
Rec

Target Price 

(IDR)FY22E FY23F FY22E FY23F

UNVR 160.61 27.93 24.96 44.82 39.63 BUY 4,890

INDF 55.10 7.38 6.85 0.63 0.60 BUY 8,700

ICBP 101.75 17.74 16.58 2.25 1.89 BUY 10,850

KLBF 75.94 25.94 23.11 3.50 2.86 HOLD 1,590

SIDO 27.15 27.24 23.82 8.27 8.16 BUY 1,100

GGRM 60.61 8.42 7.97 0.82 0.74 BUY 34,850

HMSP 113.99 20.69 19.67 3.64 3.57 HOLD 1,100

Sources: Bloomberg, MNCS
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Exhibit 73. Sectoral GDP (IDR Bn)

Sources : Statistics Indonesia, MNCS

Exhibit 74. Long Term Trend of Nominal & Real Consumption vs Unemoployment Rate 

Sources : Statistics Indonesia, MNCS

Exhibit 75. Indonesia Consumer Confidence

Sources : Bank Indonesia, MNCS
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Breaking the Record in Third Quarter
Looking Forward to Significant Growth in FY21E

LSIP has managed to increased higher CPO sales volume 250,000 tons or

+13% YoY in 9M21. AALI's CPO sales volume increased +18.2% YoY reaching

410,000 tons in 9M21. Meanwhile, DSNG recorded a lower CPO sales volume

of 412,536 tons, decreased -4.83% YoY in 9M21 (vs 433,455 tons in 9M20). We

note that higher sales volume coupled with higher ASP leads the topline of our

universe to grow significantly 20% - 30% in FY21E.

CPO Outlook 2022: The Price is Already Spike Up, Will The Demand

Decrease?

CPO price is currently at the level of RM4,993/ton or increasing +30.81% YoY /

+6.30% YTD due to an increase in CPO demand towards the end of the year

and production supply being hampered by the impact of La Nina which will

last until the end of the year 1Q22. BMKG estimates that La Nina will last until

the end of February 2022. We estimate that CPO price next year will be around

RM3,580 – RM4,700 with a potential increase until early 2Q22 and will stabilize

at lower levels in 3Q22, although still above pre-pandemic levels. Malaysia will

likely relax cross – border restrictions on foreign workers in 2H22, a move that

will ease the severe labour crunch in CPO plantation that contributed to a price

rally. We note that Malaysia is the second – largest exporter to China with 1.18

mn tons up to 8M21. Meanwhile, Indonesia became the largest exporter, which

reached 4.43 mn tons up to 8M21, ~35,93% of Indonesia’s total CPO exports.

We see domestic demand for palm oil is still quite high in early 1H22 driven by

the biodiesel sector which is estimated to increase by 10% - 16% YoY in FY22E

and local food demand is estimated to increase by 3.5% - 4.6% YoY. On the

other hand, the risk of looking for lower global CPO FY22E is a major concern

due to competition with soybean oil which has lower prices and high CPO

production costs due to rising fertilizer prices.

CPO Downstream as the Focus of Indonesia’s Government

The government emphasizes the importance of downstream industry of palm

oil to increase the added value of exports. Until September-21, Indonesia's

total palm oil production reached 38.14 million tons. From the total

production, Indonesia's palm oil exports until September 2021 reached 25.67

million tons, 76% was in the form of processed palm oil. If the downstream

industry of CPO can be carried out, it will benefit CPO producers by increasing

the selling value, plus the palm oil trade cooperation between Indonesia and

EFTA has the potential to increase CPO exports in upcoming years.

Overweight Outlook with Top picks: AALI IJ, LSIP IJ and DSNG IJ

Overweight outlook for the plantation sector and our top picks are: 1) AALI

(BUY TP: IDR14,350) supported by higher domestic demand, higher sales on

derivative product and rising on CPO Price; 2) LSIP (BUY TP: IDR1,620) with a

strong cash position and attractive valuation; and 3) DSNG (BUY TP: IDR800)

as the leader in CPO ESG stocks and will benefit from increased CPO demand.

We consider that the CPO price rally will tend to be limited. On the other hand,

we believe CPO demand is still growing at least until 1H22.

CPO & Plantation
Overweight

Ticker

Market 

Cap (IDR 

bn)

PER (x) PBV (x) Rec.
Target Price 

(IDR)FY22F FY23F FY22F FY23F

AALI IJ 19,006 8.88 8.79 0.69 0.65 BUY 14,350

LSIP IJ 8,289 6.78 6.15 0.77 0.71 BUY 1,620

DSNG IJ 5,564 9.10 7.92 0.76 0.70 BUY 800

Sources: Bloomberg, MNCS
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Exhibit 76. China & India Imports Trends (mn MT)
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Exhibit 78. Indonesia Palm Oil Exports & Production Trends 7M21 (thousands MT)

Sources : Bloomberg, MNCS
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Healthcare
Neutral

Back to Normal
2022 Health Budget Remains a Priority but Lower than FY21

The government allocated IDR255.3tn of health budget, equivalent to 9.4% of

the total government spending of IDR2,708.7tn in FY22F. The Ministry of Finance

estimates the budget for handling Covid-19 in the health sector to reach

IDR115.9tn, which is higher than the mandate of the law at 5% of APBN. The

budget allocation will be focused on: 1) Vaccination financing; 2) 3T (testing,

tracing, and treatment intensification; 3) hospital fees reimbursement for Covid-

19 patients; 4) supply medication; and 5) health worker incentives. Government

spending for the healthcare budget continues to grow by 22.59% (CAGR 2017-

2022), indicating the higher demand for healthcare services and products, which

will benefit pharmaceuticals, hospitals, clinical labs and medical players.

UHC Program Class Simplification

According to Presidential Regulation No.64/2020 regarding Health Insurance,

the government is obliged to prepare regulations on class simplification of the

nation’s Universal Health Care (UHC) programme to be tested by FY22-FY23.

Currently, there are three classes under the UHC programme: Class I, Class II, and

Class III, with the latter being the lowest class. The classification will be simplified

to two: subsidised and non- subsidised; both would most likely be equivalent to

current Class III standards. K We consider this to be beneficial for HEAL IJ, since

the JKN Program contributes >30% for revenue. On the other hand, the budget

related to JKN reach IDR81.09tn in FY22E to ensure health for civil servants,

PBPU and BP class III participants. Meanwhile, the IDR174.21tn budget will be

focused on the Covid-19 handling

Telemedicine is on the Hype

Driven by a shortage of professionals and lack of medical care in rural areas,

telemedicine providers have popped up in Indonesia’s healthcare landscape,

implementing remote services for low-risk, high-volume clinical tasks such as

general practitioner consultations for minor ailments and prescription refills. We

suppose the possibility of M&A between Hospital player and Health-apps

provider which offers a wide variety of services, supply chain and integrated

ecosystem going forward. In some cases, conventional hospitals inevitably have

to lower the ASP in order to compete with telemedicine. Companies within our

scope that established partnerships or already owned telemedicine includes: 1)

MIKA IJ; 2) HEAL IJ; 3) SILO IJ, while telemedicine will also benefit health

laboratories, namely PRDA IJ.

Neutral Outlook with Top Picks : HEAL & PRDA

We recommend Neutral Outlook for the healthcare sector, as the movements

of healthcare sector depend more on the increase in Covid-19 cases. However,

there is still potential for specialized companies with bargaining power for

health consumers, with the following preferred stocks: HEAL IJ (BUY; TP:

IDR1,400) and PRDA IJ (BUY; TP: IDR10,000). Our risk: 1) IDR currency; 2)

Regulation.

Sources: Bloomberg, MNCS

Ticker

Market 

Cap

(IDR bn)

PER (x) PBV (x)

Rec.
Target Price 

(IDR)FY22E FY23F FY22F FY23F

SILO IJ 14,185 65.02 59.80 7.39 6.42 BUY 9,500

HEAL IJ 16,900 25.46 20.14 9.70 8.43 BUY 1,400

MIKA IJ 31,769 50.02 39.57 17.03 15.32 BUY 2,700

PRDA IJ 8,039 17.85 17.02 7.60 6.67 BUY 10,000
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Exhibit 79. Tren in Health Budget in FY17-FY22F

Exhibit 80. Trend in JKN FY15-FY20

Sources : MoF, MNCS

Sources : MoH, MNCS

Exhibit 81. Telemedicine will become part of New Normal

Sources : Companies, MNCS
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Realign Focus to Maintain Performance
9M21 Sales Volume Overview

ANTM's gold sales volume increased by +33.58% YoY to 638,867 tOz in 9M21 (vs

478,275 tOz in 9M20) due to economic recovery and easing of activity. On the other

hand, ferronickel sales fell -3.30% YoY to 18,880 mt in 9M21. However, we believe that

the increase in nickel ASP and gold sales volume will be able to improve FY21E

performance on a top line and bottom line. INCO's nickel matte sales fell -12.89% YoY

to 49,263 mt in 9M21 (vs 56,554 mt in 9M20) which will impact INCO's top line and

bottom-line performance in FY21E. We believe this is due to higher costs as well as

lower production volumes. MDKA gold sales volume decreased -50.64% YoY to 81,913

tOz in 9M21 (vs 164,984 tOz in 9M20) due to a mining incident earlier this year.

However, copper sales increased significantly by +151.47% YoY to 10,343 mt in 9M21.

We see that the increased contribution of copper to earnings will help offset the

decline in gold sales given the +48% YoY gain in the 9M21 copper ASP.

Metal Outlook: Nickel and Copper Demand Boost EV

Gold price grew as its slowest pace among other commodities since the global

recovery. It is currently at USD1,782/tOz down -4.68% YoY/-6.08% YTD. We see that the

Fed's long-term hawkish policy, that causes the USD to weaken, might push the gold

price up, followed by a gradual recovery in production. MNCS expects gold to maintain

its average price at USD1,800/tOz to USD1,900/tOz in FY21E. Looking ahead, gold price

movements will be supported by the emergence of new Covid-19 variant, a fairly tight

monetary policy in FY22F, rising inflation, and rising mining geopolitics. So, there is a

possibility of the decline of gold prices in FY22F, where the Bloomberg estimates a 3%

probability at USD1,799/tOz. Nickel is one of the most promising commodities in the

long term, as its prices continue to hit a new high at USD20,230/mt up +23.27%

YoY/+21.77% YTD. The strong nickel demand was due to: 1) China's nickel-based

stainless-steel production fell -20.7% YoY on Oct-21; 2) Increased demand and

reduced supply of nickel due to restrictions on electricity production in China's BOP; 3)

The domestic electric vehicle (EV) industry is expected to be a long-term catalyst with

the target of developing an EV battery supply chain of up to 140 GWh. We expect this

sentiment to continue into FY22F – FY23F. Bloomberg estimates nickel price in FY22F at

USD19,875/mt. Copper is also one of the commodities that performed very well this

year. Currently, the copper price is at USD9,535/mt up +22.77% YoY/+23.46% YTD.

Similar with nickel, copper is also a commodity of the future due to the demand for

EVs. In addition, copper demand will also be driven by wind power and photovoltaic

demand in China in FY21E. Inventories are expected to increase rapidly over the FY22F

– FY23F, particularly from Indonesian copper which will be the main beneficiary of the

energy transition, with expected increase for electric vehicles, charging, renewable

energy generation and grid storage. Bloomberg estimates copper price in FY22F at

USD9,548/mt.

The Government also Supports The Industry

The Government's policy to convert exports of raw materials into processed products in

FY22F has the potential to increase the value of nickel exports in the range of USD20-

23 billion. This is supported by the global consumption of refined nickel products,

which is estimated at 3 million mt in FY23F.

Overweight Outlook with Recommendation ANTM IJ and INCO IJ as our top picks

OVERWEIGHT outlook for the metal mining sector and our top picks are: 1) ANTM

(BUY TP: IDR3,100) with a +39% potential upside. We choose ANTM because it has

outperformed our 9M21 estimate by 91% and, and the potential for future

performance growth driven by increased nickel demand due to the battery industry for

EV; 2) INCO (BUY TP: IDR5,800) similar with ANTM which will benefit from increased

nickel demand; 3) MDKA (HOLD TP: IDR3,900), since the price is already price in with

the potential for increased performance in FY22E after the heap leach problem

occurred in FY21.

Metal & Mining
Overweight

Ticker

Market 

Cap (IDR 

bn)

PER (x) PBV (x) Rec.
Target Price 

(IDR)FY22E FY23F FY22F FY23F

ANTM  IJ 55,751 19.15 17.48 2.16 1.85 BUY 3,100

INCO  IJ 47,396 18.46 15.45 1.46 1.38 BUY 5,800

MDKA IJ 87,747 74.65 61.69 8.74 7.64 HOLD 3,900

Sources: Bloomberg, MNCS
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Exhibit 82. Metal Price Growth and Forecast FY22F (in USD/mt), and Gold (USD/tOz)

Exhibit 83. Nickel Global Supply and Demand in mt (June 2020 – June 2021)

Exhibit 84. Copper Global Supply and Demand in mt (May 2020 – May 2021)

Sources : Bloomberg, MNCS

Sources : Bloomberg, MNCS

Sources : Bloomberg, MNCS
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Property
Overweight

Unlocking Opportunities
Positive Outlook Going Forward

Bank Indonesia (BI) proposed to the government that the relaxation of

government-borne VAT (DTP) could be continued until FY22F. The relaxation

in the form of a down payment of 0% VAT Property has proven to make

marketing sales increase significantly, in 9M21 which grew 42.76% YoY and has

reached 81.93% of the developer's target in FY21E. This is also supported by

lower mortgage rates at 8.34% in 9M21 (vs 8.85% in 9M20). Mortgage growth

was recorded to increase by 9.39% YoY in 9M21, where KPR contributed

75.38% to property purchase facilities, while 17.79% cash in stages, and 6.25%

in full payments. Meanwhile, Housing Financing Liquidity Facility (FLPP)

disbursements in the third quarter of 2021 totalled IDR6.73tn, with growth

improving significantly to 218.36% YoY. Usually, developers often give another

5%-10% discount, and also some developers have reached >75% of the

marketing sales target in FY21E, including: 1) BSDE IJ (87%); 2) SMRA IJ (85%);

and 3) CTRA IJ (84%).

Property Boom Post Pandemic Commodity Supercycle

As one of the export-oriented countries, Indonesia experienced a commodity

boom in 2009, followed by a marketing sales growth of >50% YoY in 2010. We

see Indonesia has the potential to same story in FY21-FY22F. Indonesia’s home

sales mid-high segment grew by 7.03%/45.57% YoY in 9M21, respectively. This

is also supported by: 1) Lower interest rates in FY21; 2) PPnBM and LTV

relaxation; 3) Ongoing vaccinations creates better economic recovery in FY21-

FY22F. In addition, property demand is also supported by a property backlog

that reached >10 million in FY20 with an additional one million per year. We

assess that marketing sales should grow organically at the level of 5%/7% YoY

in FY21E/FY22F. We prefer stocks with a high residential portion as most

property sales are skewed only on landed houses, such as BSDE, CTRA, and

SMRA.

VAT will Have Impact with Holding Purchases

The government has plans to increase VAT from 10% to 11% to maintain fiscal

conditions. However, we see that the VAT hike can certainly put a burden on

the public's purchasing power, especially on property.

Overweight Recommendation for Property Sector

We maintain the recommendation Overweight outlook for Property sector in

FY21-FY22F. The valuation is based on an average discount at the level of

55%-65% for NAV. It is also supported by positive catalysts from 1) Mortgage

interest rates below 9%; 2) Implementation of the omnibus law. Our top

choices are BSDE IJ (BUY; TP: IDR1,500), SMRA IJ (BUY; TP: IDR1,100),

CTRA IJ (BUY; TP: IDR1,300) and PWON IJ (BUY; TP: IDR660). We note that

these companies still rely on residential sales as their backbone, with averaging

64% of marketing sales coming from landed houses.

Sources: Bloomberg, MNCS

Ticker

Market 

Cap

(IDR bn)

PER (x) PBV (x)

Rec.
Target Price 

(IDR)FY22E FY23F FY22F FY23F

BSDE IJ 21,912 13.19 11.44 0.60 0.56 BUY 1,600

PWON IJ 22,924 14.94 12.67 1.33 1.22 BUY 660

SMRA IJ 12,919 26.66 17.65 1.48 1.37 BUY 1,100

CTRA IJ 17,818 13.29 11.93 1.01 0.94 BUY 1,300

DMAS IJ 9,302 9.32 9.05 1.66 1.63 BUY 240
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Exhibit 85. Coal & CPO Price vs Property Trend in FY08-9M21
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Exhibit 86. Trend in JKN FY15-FY20

Sources : Bank Indonesia, Company Data, Bloomberg, MNCS
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BSDE 4,700 6,100 29.79% 6,500 7,000 7.69% 87.14%

CTRA 3,768 5,024 33.33% 5,500 6,000 9.09% 83.73%

SMRA 2,010 3,400 69.15% 3,300 4,000 21.21% 85.00%

PWON 725 1,006 38.76% 1,000 1,400 40.00% 71.86%

Exhibit 87. Marketing Sales Achievement in 9M21 (IDR Bn)

Sources : Company Data, MNCS
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Telco
Overweight

Benefitting from Structural Evolution of Market Demand
More Data among the Operators

On 9M21, there has been an increasing trend of data growth, which leads to

the increase of data revenue of the telco companies. After launching

‘Unlimited Max’ plan, TSEL had managed to pick up data traffic growth of

50.4% YoY in 3Q21 taking up 77.5% of TLKM’s total revenue. Moreover, TSEL

imposed FUP to some of its unlimited data packages to 128kbps and raised its

data tariffs in April-May 2021. By launching ‘’Xtra Combo Plus”, EXCL had

managed to equal their tariffs all around Indonesia and raise them by 7-11% in

August-September 2021. Also, EXCL experienced an increase in data traffic on

2Q21 of 35% from 2Q20. With the increasing data growth, towerco is impacted

with the increase in revenue in the long run. Moreover, the construction of

tower is still focused solely on Java and its surrounding islands with TOWR,

TBIG and MTEL having 52%, 50% and 43% of its towers in Java respectively.

Opportunities from the Merger of Telco Companies

The merger of ISAT with H3I has been approved by the Minister of

Communication and Information on 3Q21 with main aim to expand their 4G

networks and become the second-largest telco operator in Indonesia with the

cost exceeding IDR85tn. Furthermore, ISAT submitted a proposal for site

expansion by 2025 and return its 5MHz frequency band data or 2x5MHz in

2.1GHz frequency band to the country in a year.

As reported by Bloomberg, there is a potential consolidation between EXCL

and FREN with the main aim to accommodate 5G network and improve their

4G network. Moreover, EXCL have entered into a non-binding term sheet for a

potential acquisition of a 66% stake of LINK. We believe this consolidation

would strengthen the convergence capabilities of EXCL allowing it to diversify

its mainly mobile business to provide quadruple fixed broadband services.

For the towerco sector, in the short run, these tower companies will experience

loss due to the asset consolidation of the merged companies. However, in the

mid and long run, this will benefit the tower sector, since the telco operators

are expected to expand their network coverage, which leads to higher revenue.

Several downside risks might be coming from: 1) unfavourable government

regulation on M&A; 2) potential return of overlap spectrum; 3) subscriber’s

elimination post-merger; 4) increased in post-merger integration cost.

Overweight Recommendation for Telco Sector

We maintain our Overweight rating on the Indonesian telco sector as we

believe the telco players experience a higher top-line due to higher demand of

data, faster data speed (and 5G network), the building of data center and the

consolidation between telco companies. Our top picks are: 1) TLKM IJ (BUY;

TP: IDR4,600), thus TLKM being the market leader with the best network

coverage and higher valuation from Mitratel IPO, investment on Gojek dan the

construction of data center ; 2) EXCL IJ (BUY; TP: IDR3,500), given an

undemanding valuation with the strong 4G customer growth; while TOWR

(BUY; TP:IDR1,600) become our top pick for towerco sector.

Ticker

Market 

Cap 

(IDR tn)

EV/EBITDA (x) PER (x)

Rec. 

Target 

Price 

(IDR)FY22E FY23F FY22F FY23F

TLKM 400.21 6.11 5.69 16.45 15.42 BUY 4,600

EXCL 32.82 2.84 2.64 27.67 21.06 BUY 3,500

TOWR 57.14 11.98 10.46 16.75 14.00 BUY 1,600

TBIG 66.61 16.58 14.04 50.01 42.80 BUY 3,850

Sources: Bloomberg, MNCS
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TLKM 2015 2016 2017 2018 2019 2020

Revenue (IDR bn) 76,055 86,724 93,217 89,246 91,089 87,102

Data traffic (TB) 492,245 958,733 2,168,245 4,373,077 6,715,227 9,654,742

EXCL

Revenue (IDR bn) 22,876 21,341 22,876 22,939 25,133 26,009

Data traffic (TB) 196,341 503,200 1,249,500 2,200,700 3,319,900 4,869,000

Spectrum (MHz) TLKM EXCL ISAT FREN H3I

800 - - - 11.0 -

850/900 15.0 7.5 12.5 - -

1,800 22.5 22.5 20.0 - 10.0

2,100 15.0 15.0 15.0 - 15.0

2,300 (unpaired) 30.0 - - 30.0 -

Total unpaired 82.5 45.0 47.5 41.0 25.0

Total paired 135.0 90.0 95.0 52.0 50.0

Spectrum market 

share
31.99% 22.51% 21.33% 12.32% 11.85%

Exhibit 88. Increasing Revenue and Data Traffic of TLKM and EXCL over the Year

Exhibit 89. Spectrum Holding of Telco Operators in 2020

ISAT H3I

The network coverage is seen to be 

mostly concentrated on Java. TLKM 

appears to have the most network 

coverage with most area covered in 4G 

networks, followed closely by EXCL and 

ISAT. Meanwhile, H3I has the smallest 

coverage with most of its network is in 

3G. 

TLKM EXCL FREN

Sources : Companies Data, MNCS

Sources : Companies Data, MNCS

Exhibit 90. TLKM has the Largest Network Coverage (red: 4G, yellow: 3G)

Sources : Tutella, MNCS
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Exhibit 91. Telco Operators Avg Data

Speed (Mbps)

Exhibit 92. Total BTS Ownership in

2021
Exhibit 93. Telco Operators Data Yield (IDR/GB)

Sources : Tutella, MNCS Sources : Companies Data, MNCS Sources : Companies Data, MNCS
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Primbon Index Key takeaways from our Primbon Index
About Primbon Index

We have constructed Primbon Index since 2018 in collaboration with Dr.

Darmoko, S.S., M.Hum expert on Javanese Literature. The word “Primbon”

rooted from Traditional Javanese Calendar System. Our methodologies

employed two approach by combining Elliott Wave technical analysis and

Javanese Calendar System provided by Dr. Darmoko, S.S., M.Hum. Since its

inception 4 years ago, we observed that Primbon Index continuously showing

an in line movement with JCI performance. Primbon Index depicts our monthly

forecast for JCI swing movement considering several factors including

historical seasonality as well as selected market and economic data that may

affect market performance globally.

JCI to Peak in 1H22

Based on our calculation, JCI is predicted to peak in 1H22. We foresee there

will be three major waves throughout 2022 for JCI. The first wave is the

declining trend from Jan-Mar 2022. We expect the index to rebound in the

2Q22 and peak in June-22. JCI is expected to have a correction through end of

Aug-22 primarily driven by firmer FFR hikes followed by BI’s move to hike

benchmark policy rate. By the end of 2022 we projected JCI to rebound. In this

analysis we put attention on 3 things : 1) China & Indonesia GDP; 2) Global

Index (MSCI & FTSE) evaluation and 3) monetary policy from the Fed and

domestic central bank.

Exhibit 94. Our Primbon Index that depict monthly JCI movement for 2022 

Sources : Dr. Darmoko, S.S., M.Hum. calculation and Elliott Wave technical analysis
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Disclaimer
This research report has been issued by PT MNC Sekuritas, It may not be reproduced or further distributed or published, in whole or in part, for any
purpose. PT MNC Sekuritas has based this document on information obtained from sources it believes to be reliable but which it has not
independently verified; PT MNC Sekuritas makes no guarantee, representation or warranty and accepts no responsibility to liability as to its accuracy
or completeness. Expression of opinion herein are those of the research department only and are subject to change without notice. This document is
not and should not be construed as an offer or the solicitation of an offer to purchase or subscribe or sell any investment. PT MNC Sekuritas and its
affiliates and/or their offices, director and employees may own or have positions in any investment mentioned herein or any investment related
thereto and may from time to time add to or dispose of any such investment. PT MNC Sekuritas and its affiliates may act as market maker or have
assumed an underwriting position in the securities of companies discusses herein (or investment related thereto) and may sell them to or buy them
from customers on a principal basis and may also perform or seek to perform investment banking or underwriting services for or relating to those
companies.

MNC Research Investment Ratings Guidance

BUY : Share price may exceed 10% over the next 12 months

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

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

Not Rated : Stock is not within regular research coverage

PT MNC SEKURITAS

MNC Financial Center Lt. 14 – 16

Jl. Kebon Sirih No. 21 - 27, Jakarta Pusat 10340

Telp : (021) 2980 3111

Fax : (021) 3983 6899

Call Center : 1500 899

MNC Research Industry Ratings Guidance

OVERWEIGHT: Stock's total return is estimated to be above the average total 

return of our industry coverage universe over next 6-12 months

NEUTRAL: Stock's total return is estimated to be in line with the average total 

return of our industry coverage universe over next 6-12 months

UNDERWEIGHT: Stock's total return is estimated to be below the average total 

return of our industry coverage universe over next 6-12 months
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