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Equity can potentially grind higher 

Less volatility in 2H23. The net sell trend on the Indonesian stock exchange has not 
altered in June-23, with total foreign outflows MTD reaching IDR 3.7tn. However, we 
expect foreign fund flows to return to the equity side in 2H23 since we believe that 
external factors will stabilize and interest rates have reached their peak. The Fed may 
even decide to cut its FFR in the coming months, thereby increasing the likelihood that 
investors will reinvest and rebuild their portfolios. Amid fears of a global recession, we 
believe Indonesia could be one of the most popular emerging market investment 
destinations due to its domestically driven economy, which makes it relatively resilient. 
Additionally, election-related spending will contribute to Indonesia's economic 
expansion in 2H23. 

Local funds to support JCI. Not only foreign flow, we expect local funds to support our 
index in 2H23. We believe local funds will eventually deploy more cash, with many 
believing interest rates have peaked and that JCI is trading at an attractive 13.1x 
forward P/E (below -1.5sd). According to data from the Financial Services Authority 
(OJK), local equity funds have a high cash level of 14.3% as of May 23; though lower 
than the previous month's level of 16.6%, it is still higher than the 10-year average of 
10.2%.     

Impact of China’s monetary policy. The People's Bank of China has recently decided to 
cut its policy rate by -10 basis points to 2.65% for the 1Y medium-term lending facility 
rate, 3.55% for the 1Y loan prime rate, and 4.2% for the 5Y loan prime rate, and it plans 
to extend the 10% value-added tax exemption for electric vehicles, which was originally 
set to expire in 2023, in an effort to stimulate economic growth. In our opinion, the 
economic impact of reopening has been quite mixed, but we continue to anticipate a 
robust recovery. We expect that improving income growth and pent-up demand for 
activities that were restricted during COVID lockdowns will continue to support growth 
in 2H23. Given the reasonable valuation, and mid-teens average earnings growth for 
the stocks in China, there is a risk of foreign flow coming to China. However, it will have 
a positive effect on Indonesia's trade balances, particularly with regard to our 
commodity export. If China can maintain a GDP growth rate of 5.5% in 2023, we 
believe Indonesia's current account deficit will remain under control at -0.1% of GDP. 

Overweight for banks, consumer staples, and telco players. We do not change our 
view and still prefer stocks with strong growth momentum. We believe banking, telco, 
and consumer sectors will remain the main driver of JCI’s earnings growth in 2023. We 
are optimistic that Indonesian banks' margins will improve in the upcoming quarters, as 
some banks still have abundant liquidity and were able to limit the decline of their 
margins to a mere 20bps QoQ despite their decision to increase TD rates prior to 
Ramadan/Eid-al-Fitr. Also, we expect our consumer staples universe to book positive 
growth through the rest of the year, supported by economic growth, higher minimum 
wages, election momentum, and excellent expansion strategies. Three of the five 
consumer staples companies in our universe (ICBP, KLBF, and SIDO) are projected to 
book double-digit growth this year. For the telco sector, we see potential positive 
catalysts from the trickle-down effect in 2H23 from the election, as well as more 
mature competition in the industry. 
 
Maintain our JCI target at 7,600. We maintain our earnings forecast in this report, 
keeping our fundamental base case scenario index target for 2023F at 7,600 with a P/E 
of 15.0x. We make no change to our top picks for 2H23, but we believe that the LQ45 
rebalancing (Aug-Jan), which will be announced by the end of Jul-23, might provide 
short-term catalysts for some stocks. Based on our screening, which includes free-float 
adjusted market capitalization, average daily trading value (ADTV), and trading 
frequency, we pick BUMI and ADMR as the potential newcomers in LQ45, and JPFA and 
TINS as the “relegation candidates”. 
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Table 1. 12-month top picks 

Ticker Recommendation 
CP TP Upside 

Net Profit  
Growth (%) ROE (%) ROA (%) 

IDR IDR % 23F 24F 23F 24F 23F 24F 

BBNI BUY 9,050 12,700 40% 19.4% 10.1%  15.0   14.5   2.1   2.1  
BBRI BUY 5,475 6,200 13% 10.5% 11.3%  18.2   18.7   3.0   3.2  
ISAT BUY 8,600 10,500 22% -60.6% 27.0%  5.8   7.1   1.6   2.0  
TOWR BUY 1,040 1,310 26% 7.4% 15.3%  23.5   23.1   5.5   6.2  
DRMA BUY 1,575 1,600 2% 38.8% 12.1%  29.7   26.3   15.8   15.4  
RAJA BUY 1,065 1,500 41% 104.5% 11.1%  11.5   10.1   6.2   5.8  
ICBP BUY 11,175 13,000 16% 13.3% 12.8%  19.1   18.9   6.7   7.1  

 

Source: SSI Research

Figure 1. Local fund cash level 
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Source: OJK, SSI Research
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Figure 2. Domestic and foreign ownership in JCI 
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Figure 3. Domestic equity foreign flow (IDR, Tn) 
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Source: Bloomberg, SSI Research 
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Figure 4. Domestic monthly equity foreign flow 6M23 (IDR, Tn) 
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Source: Bloomberg, SSI Research 

Figure 5. Domestic monthly bond flow (IDR, Tn) 
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Source: Bloomberg, SSI Research 
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Table 2. Sectoral distribution of foreign ownership 

Sector 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 Apr-23 May-23

Bank 34% 34% 34% 35% 34% 34% 34% 35% 35% 35% 35%

Digital banks 0% 0% 1% 1% 1% 1% 1% 1% 1% 0% 0%

Consumer Staples 16% 17% 17% 19% 19% 21% 22% 23% 23% 24% 24%

Cigarette 15% 15% 14% 13% 14% 13% 13% 12% 11% 10% 10%

Healthcare 4% 5% 5% 5% 5% 5% 4% 4% 4% 4% 4%

Poultry 4% 4% 4% 4% 4% 4% 4% 4% 4% 4% 4%

Retail 20% 20% 20% 20% 19% 18% 17% 16% 14% 14% 13%

Pulp and Paper 7% 7% 6% 6% 6% 6% 6% 6% 6% 7% 6%

Media 8% 8% 8% 8% 9% 9% 9% 8% 8% 7% 7%

Telco 19% 17% 13% 14% 14% 15% 15% 15% 15% 16% 16%

Telco Infra 18% 17% 16% 16% 15% 15% 15% 13% 12% 12% 12%

Auto 40% 38% 39% 32% 12% 13% 14% 14% 14% 14% 14%

Mining Contracting 32% 34% 34% 37% 38% 41% 40% 38% 38% 38% 37%

Property 11% 11% 10% 10% 11% 12% 12% 12% 12% 12% 12%

Industrial estate 6% 6% 5% 6% 6% 5% 4% 4% 4% 4% 4%

Construction 7% 7% 6% 6% 6% 7% 7% 7% 8% 7% 7%

Cement 24% 24% 24% 23% 21% 21% 20% 20% 20% 20% 19%

Precast 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%

Oil and Gas 10% 10% 10% 10% 10% 11% 11% 11% 11% 11% 12%

Chemical 2% 2% 2% 2% 2% 2% 3% 3% 2% 2% 2%

Utilities 18% 17% 17% 17% 16% 16% 16% 17% 20% 20% 21%

Metal 6% 6% 7% 7% 7% 9% 9% 9% 9% 10% 10%

Coal 11% 12% 11% 11% 12% 11% 12% 11% 12% 12% 12%

Plantation 5% 4% 5% 5% 6% 7% 8% 7% 7% 6% 6%

Technology 1% 1% 3% 3% 3% 3% 3% 3% 4% 4% 4%  

Source: KSEI, SSI Research 

 

 

Figure 6. Average daily trading value 3M23  
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Figure 7. JCI’s PE JCI'seers       Figure 8. JCI’s EPSJCI'sth vs. Peers 
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Source: Bloomberg, SSI Research                                           Source: Bloomberg.,SSI Research 

Figure 9. Foreign flow to JCI                   Figure 10. Domestic flow to JCI 
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Source: Bloomberg, SSI Research                                          Source Bloomberg, SSI Research 

Figure 11. Foreign flow to Thailand    Figure 12. Foreign flow to South Korea 
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Figure 13. Foreign flow to the Philippines     Figure 14. Foreign flow to India 
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Figure 15. Foreign flow to Vietnam      Figure 16. Foreign flow to Malaysia 
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Table 3. JCI vs developed market 

 

2017 2018 2019 2020 2021 2022 2023

% yoy % yoy % yoy % yoy % yoy % yoy %YTD

S&P 500 Index 18.9 -7.5 29.6 15.2 27.9 -19.7 14.2

Nasdaq Composite Index 27.1 -5.3 35.9 42.9 22.0 -33.5 30.0

Taiwan Taiex Index 16.3 -8.0 23.9 21.5 25.8 -22.4 20.9

Dow Jones Indus Avg 24.7 -7.1 23.4 6.2 19.7 -8.9 2.5

FTSE 100 Index 8.0 -11.7 12.7 -14.2 12.1 0.7 0.1

KOSPI INDEX 21.9 -17.3 7.7 30.4 6.0 -25.3 16.9

NIKKEI 225 18.9 -12.2 18.2 15.1 7.2 -9.4 29.4

SHANGAI SE COMPOSITE INDEX 6.8 -24.3 21.9 13.6 6.5 -14.6 2.6

MSCI ASIA EX JAPAN 39.7 -16.4 16.3 21.8 -4.0 -20.9 2.3

FTSE MALAYSIA 9.7 -4.9 -4.5 2.1 -6.1 -3.1 -5.2

HANGSENG INDEX 37.3 -14.6 11.0 -3.8 -12.2 -14.4 -4.6

JCI INDEX 19.9 -1.9 1.7 -5.5 8.0 4.1 -2.2

NAME

 
   Source: Bloomberg, SSI Research 
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Table 4. JCI and sectoral performance 

Index DoD WoW MoM YoY YTD

JCI 0.6 0.0 -0.4 -3.9 -2.2

LQ45 0.6 0.5 1.0 -5.2 2.1

IDXFIN 0.9 0.1 1.4 -5.0 -1.0

IDXBASIC 0.6 -0.1 -3.4 -23.0 -18.2

IDXNCYC 0.9 -0.3 0.6 6.9 3.4

IDXENER 0.5 0.9 -1.2 9.0 -20.6

IDXINFRA 1.2 0.5 5.3 -8.0 -1.2

IDXCYC 1.4 -0.5 3.6 -0.9 3.6

IDXTECH 1.3 1.9 3.6 -35.5 -3.9

IDXHLTH -1.2 -1.6 -1.1 -1.9 -3.6

IDXPROP 0.5 -1.1 1.2 6.7 3.1

IDXINDUS 0.5 -0.5 0.0 -4.8 -0.2

IDXTRANS 1.1 -1.3 7.0 -4.6 16.2  
   Source: Bloomberg, SSI Research 
 
 

Table 5. JCI Target Scenario 

Bear Base Bull

Earnings growth (%) 2.7 7.7 12.7

5 years average JCI index P/E 22.1 22.1 22.1

Fair P/E multiple 15.0 15.0 15.0

EPS 2023 501.3 511.6 590.9

Fair index target 7500 7600 8900  
   
 Source: Bloomberg, SSI Research 
 
 

Figure 17. JCI’s 5 Year PE band  
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