Wijaya Karya Thk (WIKA)

Better Performance, New Contracts Still Lagging

WIKA booked significant quarterly growth, marked by an increase in revenue (+71.7% QoQ)
and net profit (+305.7% QoQ). However, high operational costs held performance from
reaching its optimum, while growth mostly caused by low basis effect in the previous
quarter. The company expects the continuation of some major projects to support future
performance.

Excellent Performance Growth, But not yet Optimal

e WIKA booked a revenue of IDR4.88 trillion in 3Q21; up 71.7% compared to the previous quarter.
The Infrastructure and Construction segment is still the biggest contributor with a revenue of
IDR3.25 trillion.

e However, the revenue growth was also accompanied by an increase operational cost that jumped
69.9% to IDR947.7 billion in 3Q21.

e Thus, although net profit shot up 305.7% on a quarterly basis to IDR21.5 billion, this is mostly
caused by the 2Q21 low basis effect.

e Onthe leverage side, WIKA's debt position still showed an upward trend. This is marked by the Net
Gearing Ratio position that went up to 129.6% (vs 112.6% di 2Q21).

New Contract Acquirement Still Low

e Until 10M21, WIKA’s new contract acquirement reached IDR14.1 trillion; or up 32.4% compared to
the same period last year. This figure has only fulfilled 40,3% of the 2021 revised contract target of
at IDR35 trillion.

e Some projects in the company’s pipeline are: Doho - Kediri Airport owned by GGRM worth IDR1.5
trillion; revitalization of Halim Perdana Kusuma airport; as well as the Serang-Panimbang section 2
toll road. Meanwhile, WIKA is currently participate in the tender process for new projects valued at
around IDR 23 trillion. For 2022, the company targets new contract to be in the range of IDR35 - 40
trillion.

o WIKA's performance will also rely on the continuation of some major projects such as: 1) Jakarta -
Bandung High-Speed Rail, where the company’s role as the head of consortium has been replaced
by PT Kereta Api Indonesia (KAI); and 2) New Capital City Project in East Kalimantan, where WIKA
will aim to participate with other construction SOEs.

Overweight Recommendation with TP of IDR1,280/share

e We downgrade our rating for WIKA to Overweight (from Buy); with a target price of IDR1,280 per
share. Our target price implies 22F P/E of 14.3x (+1 SD of 3-year average). Some risks to our TP
are: 1) The continuation of Covid-19 pandemic that may potentially hinder tender process and
project constructions; 2) Below target new contract achievement; 3) Weakening debt level.

Wijaya Karya Tbk | Summary

in IDR bn 2020/12A 2021/12F 2022/12F 2023/12F
Revenue 16,536 18,960 23,561 26,834
Revenue growth -39.2% 14.7% 24.3% 13.9%

Net profit 186 327 803 1,092
Growth -91.9% 75.9% 145.6% 36.1%

EPS (IDR) 21 36 89 122
P/E 95.8x 30.3x 14.3x 10.5x
P/BV 1.1x 0.6x 0.6x 0.6x
EV/EBITDA 29.2x 15.1x 11.6x 9.3x
ROE 1.0% 1.9% 4.6% 6.0%
DER 158% 171% 170% 182%
Dividend yield 2.6% 0.0% 1.3% 2.2%

Source: Company Data, Bloomberg, NHKSI Research
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Performance Highlights

Revenue Growth
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New Contracts and Order Book Growth
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WIKA Blended Forward P/E Ratio (3-year)
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Revenue Breakdown 3Q21
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WIKA Price/Book Value Ratio (3-year)
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Summary of Financials
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INCOME STATEMENT PROFITABILITY & STABILITY

In IDR bn 2020/12A  2021/12E  2022/12E  2023/12E 2020/12A  2021/12E  2022/12E  2023/12E

Revenue 16,536 18,960 23,561 26,834 ROE 1.0% 1.9% 4.6% 6.0%
Growth (% y/y) -39.2% 14.7% 24.3% 13.9% ROA 0.3% 0.5% 1.1% 1.4%
Cost of Revenue (15,012) (17,024) (20,865) (23,492) Inventory Turnover 1.8x 1.6x 1.9x 2.0x
Gross Profit 1,525 1,936 2,696 3,342 Receivables Turnover 5.0x 6.4x 5.5x 5.4x
Gross Margin 9.2% 10.2% 11.4% 12.5% Payables Turnover 1.1x 1.4x 2.0x 2.0x
Operating Expenses (982) (908) (917) (805) Dividend Yield (%) 2.6% 0.0% 0.7% 1.7%
EBIT 543 1,028 1,779 2,537 Payout Ratio (%) 20% 0% 24% 24%
EBIT Margin 3.3% 5.4% 7.5% 9.5% DER 158% 171% 170% 182%
Depreciation 556 893 1,054 1,252 Net Gearing 68% 95% 103% 111%
EBITDA 1,099 1,920 2,832 3,788 Equity Ratio 24% 24% 25% 24%
EBITDA Margin 6.6% 10.1% 12.0% 14.1% Debt Ratio 39% 42% 42% 43%
Interest Expenses (1,222) (716) (1,198) (1,635) Financial Leverage 363% 364% 407% 418%
EBT 310 445 1,100 1,492 Current Ratio 109% 119% 138% 125%
Income Tax 12 (19) (121) (172) Quick Ratio 86% 91% 106% 94%
Minority Interest (137) (99) (176) (228) ParValue (IDR) 100 100 100 100
Net Profit 186 327 803 1,092 Total Shares (mn) 8,970 8,970 8,970 8,970
Growth (% y/y) -91.9% 75.9% 145.6% 36.1% Share Price (IDR) 1,985 1,105 1,280 1,280
Net Profit Margin 1.1% 1.7% 3.4% 4.1% Market Cap (IDR tn) 17.8 9.9 11.5 11.5

BALANCE SHEET

VALUATION INDEX

In IDR bn 2020/12A  2021/12E  2022/12E  2023/12E 2020/12A  2021/12E  2022/12E  2023/12E
Cash 14,952 12,980 11,959 13,241 Price /Earnings 95.8x 30.3x 14.3x 10.5x
Receivables 2,176 3,746 4,774 5,077 PE/EPS Growth -1.0x 0.4x 0.1x 0.3x
Inventories 9,813 10,870 10,853 12,317 Price /Book Value 1.1x 0.6x 0.6x 0.6x
Total Current Assets 47,981 47,328 46,339 49,769 EV/EBITDA 29.2x 15.1x 11.6x 9.3x
Net Fixed Assets 11,122 14,134 16,379 18,884 EV (IDR bn) 32,110 29,042 32,773 35,342
Other Non Current Assets 9,006 8,164 9,461 10,908 Revenue CAGR (3-Yr) -14.2% -15.3% -4.7% 17.5%
Total Non Current Assets 20,128 22,298 25,840 29,792 Net Profit CAGR (3-Yr) -46.3% -42.6% -29.4% 80.5%
Total Assets 68,109 69,626 72,178 79,560 Basic EPS (IDR) 21 36 89 122
Payables 14,241 10,430 10,722 12,449 BVPS (IDR) 1,857 1,897 1,981 2,085
ST Debt 21,013 15,715 9,998 13,965 DPS (IDR) 50.95 - 8.74 21.47
Total Current Liabilities 44,168 39,851 33,622 39,726
LT Debt 5,265 13,387 20,215 20,070
Total Liabilities 51,452 52,607 54,406 60,860
Capital Stock + APIC 7,452 7,452 7,452 7,452 Shareholders %
Retained Earnings 4,390 4,717 5,441 6,340 Republic of Indonesia 65.0
Shareholders' Equity 16,657 17,019 17,772 18,701 Vanguard Group 1.2
Norges Bank 1.0
Blackrock Inc 0.8
CASH FLOW STATEMENT . 2
In IDR bn 2020/12A  2021/12E 2022/12E  2023/12E By Geography %
Operating Cash Flow (969) 352 1,312 2,332 Indonesia 94.0
Investing Cash Flow (5,233) (5,155) (3,395) (4,709) United States 3.8
Financing Cash Flow 10,762 2,799 1,061 3,659 Norway 1.4
Net Changes in Cash 4,560 (2,004) (1,021) 1,283 Others 0.8
Source: Bloomberg, NHKSI Research
KORINDO Page 3

N

SEKURITAS INDONESIA



Wijaya Karya Tbk www.nhis.co.id

NH Korindo Sekuritas Indonesia (NHKSI) Stock Ratings

1. Based on a stock’s forecasted absolute return over a period of 12 months from the date of publication.
2. Rating system based on a stock’s potential upside from the date of publication

e  Buy : Greater than +15%
e  Overweight : +5% to +15%

e Hold :-5% to +5%

e  Underweight :-5% to -15%

e Sell : Less than -15%

DISCLAIMER

This document is strictly confidential and is being supplied to you solely for your information. The recipients of this report must make their own independent decisions regarding
any securities or financial instruments mentioned herein. This document may not be quoted, reproduced, exhibited, redistributed, transmitted, edited, translated, or published, in
whole or in part, for any purpose without notice. Any failure to comply with this restriction may constitute a violation of civil or criminal laws.

This report and any electronic access hereto are restricted and intended only for the clients and related entities of PT NH Korindo Sekuritas Indonesia. This report is only for
information and recipient use. It is not reproduced, copied, or made available for others. Under no circumstances is it considered as a selling offer or solicitation of securities
buying. Any recommendation contained herein may not be suitable for all investors. Although the information hereof is obtained from reliable sources, its accuracy and
completeness cannot be guaranteed. PT NH Korindo Sekuritas Indonesia, its affiliated companies, employees, and agents are held harmless form any responsibility and liability
for claims, proceedings, action, losses, expenses, damages, or costs filed against or suffered by any person as a result of acting pursuant to the contents hereof. Neither is PT
NH Korindo Sekuritas Indonesia, its affiliated companies, employees, nor agents are liable for errors, omissions, misstatements, negligence, inaccuracy contained herein. All
rights reserved by PT NH Korindo Sekuritas Indonesia.
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