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Outlook 2021 
 

 by  Erwan TEGUH  │  T: (62) 21 3006 1720   │  E: erwan.teguh@cgs-cimb.com   
 

 Stabilising bond yields and greater visibility of vaccine availability should solidify Indonesia’s economic 

recovery going into 2021. A speedier implementation of the Omnibus Law provides an upside risk.       

 While our base case remains one where growth is limited by weak consumption and the expiry of relaxation 

on loan restructuring scheme in Mar 22, the market may choose to project a more optimistic outcome. 

 Past economic recoveries have favoured infrastructure and property plays. This may occur again given the 

regulatory tailwinds and a rebound in government infra spending. Bond proxy is another favoured trade.  

 

 

 
 

 



 

  

 

 Indonesia │ Strategy │ November 19, 2020 
 

 

 

 

2 
 

 

 

Two positives, possibly three   
 

 The conclusion of the US election with Joe Biden likely to become the country’s 46th President may see a more consistent foreign flow into 
IDR bonds, alleviating pressure on Indonesia’s budget deficit funding, in turn leading to a more stable IDR. Such a virtuous cycle provides a 
more conducive backdrop for the economy to recover. The widely-believed more orderly global trade regime under a Biden presidency may 
also facilitate a smoother global growth recovery, potentially supporting commodity prices and ultimately benefitting Indonesia’s terms of 
trade. Indonesia’s vast nickel resources and significant investment in its related supply chain have led to a sharp rise in its export contribution. 
As Indonesia aggressively pursues to become part of the global EV supply chain, nickel and related products may emerge as key exports if 
Biden’s green investment focus and equally green initiatives by China and the EU materialise. A greater visibility of vaccine availability and 
the relatively high efficacy of Pfizer and Moderna’s vaccines offer upside risk to growth recovery should mass inoculation be implemented by 
3Q21. 

 Our base case is for earnings growth to remain below trend until FY22 due to several overhangs, chiefly on: a) expiry of the relaxation for loan 
restructuring in Mar 22 (banks account for c.47% of market earnings in FY21F); b) the expiry of the government’s ability to exceed the 
statutory budget deficit limit of 3% of GDP by 2022; c) mass market consumption may remain fragile given high unemployment, which hit 
7.1% based on Aug 20 data release. The speedier execution of the recent Omnibus Law on Job Creation is therefore key to lifting the growth 
outlook. For now, we do not expect the new law to provide much growth upside in FY21F.  

 While we believe the market may remain optimistic on vaccine availability, earnings need to recover and to at least meet expectations next 
year for a sustained market rally. We like cement, property and construction on higher recovery visibility, backed by valuations. We have a 
higher conviction on foreign fund inflows to IDR bonds given its attractive spread, supporting a bond proxy trade.  

 

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG   

 

0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

4,500

 3,500

 4,000

 4,500

 5,000

 5,500

 6,000

 6,500

1
 J

a
n

 2
0

2
0

8
 J

a
n

 2
0

2
0

1
5

 J
a

n
 2

0
2

0

2
2

 J
a

n
 2

0
2

0

2
9

 J
a

n
 2

0
2

0

5
 F

e
b
 2

0
2

0

1
2

 F
e
b

 2
0

2
0

1
9

 F
e
b

 2
0

2
0

2
6

 F
e
b

 2
0

2
0

4
 M

a
r 

2
0
2

0

1
1

 M
a
r 

2
0

2
0

1
8

 M
a
r 

2
0

2
0

2
5

 M
a
r 

2
0

2
0

1
 A

p
r 

2
0

2
0

8
 A

p
r 

2
0

2
0

1
5

 A
p

r 
2

0
2

0

2
2

 A
p

r 
2

0
2

0

2
9

 A
p

r 
2

0
2

0

6
 M

a
y
 2

0
2
0

1
3

 M
a
y
 2

0
2

0

2
0

 M
a
y
 2

0
2

0

2
7

 M
a
y
 2

0
2

0

3
 J

u
n

 2
0

2
0

1
0

 J
u

n
 2

0
2

0

1
7

 J
u

n
 2

0
2

0

2
4

 J
u

n
 2

0
2

0

1
 J

u
l 
2

0
2

0

8
 J

u
l 
2

0
2

0

1
5

 J
u

l 
2

0
2

0

2
2

 J
u

l 
2

0
2

0

2
9

 J
u

l 
2

0
2

0

5
 A

u
g

 2
0

2
0

1
2

 A
u

g
 2

0
2

0

1
9

 A
u

g
 2

0
2

0

2
6

 A
u

g
 2

0
2

0

2
 S

e
p

 2
0

2
0

9
 S

e
p

 2
0

2
0

1
6

 S
e

p
 2

0
2

0

2
3

 S
e

p
 2

0
2

0

3
0

 S
e

p
 2

0
2

0

7
 O

c
t 

2
0

2
0

1
4

 O
c
t 
2

0
2
0

2
1

 O
c
t 
2

0
2
0

2
8

 O
c
t 
2

0
2
0

4
 N

o
v
 2

0
2
0

1
1

 N
o

v
 2

0
2
0

1
8

 N
o

v
 2

0
2
0

JCI Covid-19 daily new addition, 7D MA (RHS)

2 Mar First Covid-19 case in Indonesia
11 Mar WHO declared  Covid-19 as pandemic
23 Mar IDR bottomed at Rp16,575/US$, 
worst since 1998/1999 AFC
24 Mar Bond yield  peaked at 8.38%, worst 
level since Nov'18 
31 Mar Jokowi announced Perppu 1/2020 on 
Economic Stability and first fiscal stimulus to 

10 Apr PSBB Jakarta started

5 Jun Jakarta moved to 
transitional PSBB

6 Jul BI and MoF agreed 
on burden sharing sceme

5 Aug Indonesia booked 2Q20 GDP 
contraction of -5.3% yoy

11 Aug Indonesia starts CoronaVac 
phase 3 clinical trials

2 Sep The legislative proposed 
an overhaul on Bank 
Indonesia's mandate

14 Sep Jakarta moved into 
tightened PSBB measures

7 Nov 2020 Joe Biden projected to 
be US Presidential Election winner.
Pfizer announcesdCovid-19 vaccine 

with efficacy rate above 90%

12 Oct Jakarta 
moved back to 

transitional PSBB

3 Nov 2020 US 
Presidential election

 



 

  

 

 Indonesia │ Strategy │ November 19, 2020 
 

 

 

 

3 
 

 

Base, Bull & Bear cases: JCI range of 5,200-5,900 (YE-2020); 5,800-7,100 (YE-2021) 
 Base case – JCI target of 6,400: FY20-21F earnings growth of -28% yoy and +35% yoy, with bank tail-risk concern creeping in by 2H21F. 

This may lead to earnings downward revision cycle. JCI valuation may de-rate consequently, trading at rangebound PER of -1 to -1.5 sd to 
mean.   

 Bull case – JCI target of 7,100: upside to FY21F earnings growth by +10-15% yoy pts, largely driven by consumption recovering faster than 
expected, which in turn is likely due to: 1) sufficient inoculation occurring before mid-2021 allowing a full celebration of Idul Fitri at midyear; 2) 
The Omnibus Law bearing fruit sooner, attracting investment commitments, providing uplift to job prospects and consumer confidence. JCI 
may trade up to mean initially and may test +1 s.d. should banks’ tail-end risk be perceived to be benign. 

 Bear case – JCI target of 5,800: growth fails to live up, with downgrades prevalent by mid-21, largely due to government spending challenges. 
Mass inoculation is delayed to YE2021. Consumption fails to recover. IDR may test 15k/US$. JCI valuation could de-rate to -1.5 to -2 s.d.  
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Real GDP % yoy 5.1 5.2 5.0 -2.0 5.4

By expenditure

Private consumption % yoy 5.0 5.1 5.2 -2.7 4.0

Household % yoy 4.9 5.1 5.0 -2.7 4.0

Non-profit institution % yoy 6.9 9.1 10.6 -3.9 4.2

Public consumption % yoy 2.1 4.8 3.2 2.9 7.2

Gross fixed capital formation % yoy 6.2 6.6 4.4 -5.2 6.7

Net exports % yoy - - - - -

Exports % yoy 8.9 6.5 -0.9 -7.2 4.8

Imports % yoy 8.1 11.9 -7.7 -15.7 11.3

Headline inflation, average %yoy 3.8 3.2 2.8 2.0 2.6

Current account % of GDP -1.6 -2.9 -2.7 -0.4 -1.7

Rupiah per US dollar, averageRp/US$ 13,382 14,243 14,142 14,600 13,900
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Post US election impact: alleviating budget funding pressure 
 The widened budget deficits in FY20-22F make up c.16% of GDP. This is based on the government’s target. Consensus view of potentially 

revenue shortfalls suggests downside risk to budget deficit. The sharp foreign outflows from govenrment bonds exerted pressure on bond 
yields and ultimately on the currency. IDR has been one of the worst performing currencies YTD. Consequently, BI and MOF have forged an 
unorthodox funding scheme which allows BI to buy directly from the government at discounted interest rate. This has led to further fund 
outflows despite assurances by BI and MOF that such an exercise (of bond purchase) would be a one-off event. Ultimately, this has put the 
government’s ability to fund its budget deficit in doubt given the relatively shallow domestic financial market, which has led to a widened bond 
yield spread to T-Bill. YTD foreign funds have net sold US$6.5bn of Indonesia government bonds, bringing its ownership down to 26.4%, from 
a peak of 39.2% in Nov 19.  

 The conclusion of the US election may lead to a sustained risk-off trade which could alleviate government funding pressure, on a view that 
foreigners may start buying Indonesia bonds again. With a nominal yield spread at 6.2% vs. mean of 5.2%, valuations are attractive. A more 
bullish case is if both Democratic Party candidates win the two runoff senate seats in the US in Jan 21. Such a Blue Wave outcome may see 
an aggressive US fiscal policy, a weak US dollar and higher growth outlook.  

  

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG   
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Rupiah may turn more stable than expected 

 The IDR has been hit hard and is at its lowest level of the past 10 years on a NEER basis. 

 If the consensus view that the US dollar (as proxied using DXY) remains relatively soft for longer holds true, IDR’s high negative correlation to 
DXY offers room for the IDR to appreciate. A Blue Wave outcome in the US may further cement such a view. 

 At the least, a sustained funds inflow should further provide support to the IDR. 

  

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG   
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Vaccine hopes: it could be readily available in 3-6 months 

 Indonesia’s handling of the Covid-19 outbreak has seen its ups and downs. While recovery rate has consistently surpassed fatality since Oct, 
the relatively low testing and high (albeit plateauing) daily new cases on high positivity remain a concern. While the government is seemingly 
reluctant to re-impose another harsh lockdown, mid-Sep’s experience suggests that it may have no choice if the number of new Covid-19 
cases spike again. This would derail any economic recovery trajectory.  

 The greater visibility of vaccine availability, with talks of potentially emergency use allowed by late-2020, may foster greater confidence of an 
economic recovery in the near future. Indonesia has secured 340m doses of vaccine from Sinovac to be delivered in stages starting in end-
Nov 20. Biofarma has also prepared facilities to eventually produce 17m doses per month by FY21F.  

 The vaccine’s availability should be particularly positive for consumption and substantially lower tail-risk for restructured bank loans.   

  

SOURCES: CGS-CIMB RESEARCH, MINISTRY OF HEALTH, GOOGLE   
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Earnings may not recover to pre-Covid-19 levels until 2022, under our base case 

 Market earnings and GDP for FY20 may have bottomed. Market earnings may be more resilient than GDP growth thanks to subdued banks’ 
NPL. On the flipside, banks’ tail risk may loom by 2H21F as regulatory loan relaxation policy expires in Mar 22.  

 Risk profile may improve if mass inoculations can be initiated sooner, say by 3Q21F. Equally, growth risk could also be mitigated should 
investments pick up.  

 Our base case is for below trend earnings growth until FY22 due to several overhangs, chiefly on banks’ earnings, which would in turn be due 
to tail-end risk on restructured loans. A speedier execution of the Omnibus Law on Job Creation is key to lifting the growth outlook. 

 Our analysis of the past 13 years of market performance has shown changing drivers, with growth harder to come by over the past three 
years, in particular. This has led to a de-rating in valuations and a concentration in defensives. A reset in growth outlook, as the threat of the 
the pandemic fades and with the Omnibus Law implementation, may restart a secular rotation into cyclicals. Such an investment thesis needs 
growth recovery to be more entrenched in 2021F, in our view.   

 We believe JCI needs foreign fund inflows to perform sustainably – a pattern supported by historical performance. And earnings need to 
recover and to at least meet expectations for a sustained funds inflow.  

  

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG   
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What drove the JCI’s performance in the past? 

 We analyse the JCI’s drivers since 2007 to confirm whether it is more earnings growth or valuation expansion-driven, and why they were so.  

 We divide the study into three distinct periods: 1) the 2007-2010 period (when JCI gains were contributed by earnings recovery post-Global 
Financial Crisis), 2) the 2010-15 period (when earnings growth picked up and P/E expanded), and 3) the 2016-19 period (when earnings 
growth struggled and gains were mostly contributed by P/E expansion).  

 We observed that the post-crisis recovery (as in the 2009/10 period) of JCI was driven by both earnings growth and P/E expansion, with the 
latter firstly and earnings recovery driving the next leg of the market rally. Of note is the fact that the market rally could not be sustained for 
two consecutive years solely by P/E expansion alone. 

 

  

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG   
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The 2007-10 period: commodity boom led to P/E expansion 

 The first part of 2007-2010 started at the beginning of the Global Financial Crisis (GFC), and covers its aftermath. The period was signified by 
easy money (thanks to the Fed’s Quantitative Easing), coinciding with consumption (Indonesia surpassed US$3k/capita in 2010) and 
investment boom (the first since Asian Financial Crisis in 1998) as well as commodity price rally on the back of Chinese stimulus. 

 The JCI movement initially was mostly driven by P/E expansion and later contraction in 2007-2008 as earnings plummeted during 2008’s 
GFC, while post-GFC recovery was driven by both earnings growth and P/E expansion. 

 Mining, misc. industries (mostly ASII), and consumer goods led the gains in JCI throughout the period, while infrastructure and utilities, 
property and construction as well as trading sectors were the worst underperformers.  

 Most of the gainers during the period were well justified by their earnings growth. Coal mining, industrial goods and services (mostly UNTR) 
and media sector led earnings growth during the period, offsetting the earnings drag from the metal mining, telco and retail sectors.  

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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The 2010-15 period: consumption driven growth and Jokowi effect 

 The 2010-15 period kicked off with Indonesia obtaining investment grade status from rating agencies. This was also the beginning of the 
persistent current account deficit challenge, and marred by slowing economic growth, IDR volatility following Fed’s Taper Tantrum in 2013 
and Rmb devaluation in 2015. Jokowi became President in 2014 and immediately embarked on an aggressive infrastructure drive.  

 Property and construction (boosted by Jokowi effect), consumer goods and trading sector thrived during this period, while commodities-
related sectors (mining and agriculture) slumped. Basic industries underperformed, no thanks to the government’s attempt to control SOE 
cement sales prices in 2015 and an influx of new capacities from new players.  

 The sectoral gains and outperformers were supported by earnings growth seen during the period, with the exception of consumer staples 
(whose earnings growth was lacklustre but outperformed nevertheless, suggesting P/E expansion). Commodity-related stocks’ earnings 
contracted (and turned negative), driven by commodity price declines, and valuations de-rated consequently. The momentum of the past 
period, however, carried over and boosted property and discretionary spending as shown in stellar earnings growth in both sectors.  

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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The 2016-19 period: growth slowed, volatility picked up, defensives overtook cyclicals  

 The 2016-2019 period began with banks’ credit cycle, rising interest rate and liquidity withdrawal externally, amid declining inflation rate 
domestically as the government’s management of fuel and food price fluctuations started to bear fruit. GDP growth managed to recover from 
the decade low’s 4.9% yoy in FY15, but was stuck at c.5% yoy level. This was below Jokowi’s campaign promise of a 7% average. The rising 
Fed Fund Rate in 2017/18 (and Bank Indonesia’s decision not to follow suit initially), followed by the US-China Trade War in 2018/19 resulted 
in increasing market volatility. Several major political events signified this period: Brexit, Donald Trump’s rise to become US President, 
Jakarta’s bitter gubernatorial election in 2016 and ending with Jokowi’s re-election in 2019 after a tense contest. 

 Financial and mining sector led the gains during the period, supported by earnings recovery. Agriculture, trading and consumer goods 
underperformed. Basic industries outperformed during this period, supported by gains in petrochemical as well as pulp and paper stocks. 
Gains in industrial goods and services and coal sector were well supported by the earnings growth as commodity prices recovered, while 
construction sector de-rated despite the strong earnings growth as investors grew wary of their balance sheet risks. 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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The present: drive for reforms, pandemic and a big reset 

 In YTD 2020, mining (mostly metals on EV sentiment, but not coal), consumer goods, financial and trading sectors outperformed JCI, while 
property and construction, infra and utilities and basic industries underperformed. For the most part, this was risk-on sentiment, where 
investors sold perceived “riskier” sectors in favour of safer ones. Small caps underperformed massively.  

 Banks performed relatively well compared to the rest of the market, in part due to their bigger market caps and hence better liquidity, but also 
bolstered by credit restructuring relaxation. The trading sector gains were largely supported by media and UNTR, but not retail stocks which 
underperformed. The infrastructure and utilities sectors’ declines were mostly dragged down by PGAS, toll roads and telco operator 
companies, offsetting gains from the telco tower operators. The defensive sectors’ outperformance so far are well justified by the more 
resilient earnings growth, as defensive sectors’ earnings estimates in FY20-22F are expected to outperform cyclical sectors’ earnings.   

 We think the market has yet to fully price in a return to a more normal world, post pandemic. Equally, the market has yet to fully appreciate 
the benefits and reforms under the Omnibus Law. 2020 would likely be remembered as a big reset, a bottoming of growth (in fact a big 
negative growth) and a recovery which may potentially morph into the beginning of a cyclically high-growth period.  

 P/E may expand firstly from the bottom, and if earnings recover to exceed estimates, the market would then be driven by both P/E expansion 
and earnings. 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

-35% -30% -25% -20% -15% -10% -5% 0% 5%

JAKPROP

JAKAGRI

JAKINFR

JAKMIND

JAKBIND

JAKTRAD

JCI

JAKCONS

JAKFIN

JAKMINE

JCI gains by sector, early 2020 - now

10.3%

11.9%

13.2%

13.7%

14.3%

18.6%

19.2%

19.2%

19.2%

21.1%

21.1%

28.3%

40.8%

62.7%

198.3%

449.1%

0% 100% 200% 300% 400% 500%

Telco

Media

Consumer staples

Property

Coal

Industrial Land

Auto

Mining

Healthcare

Industrial goods & services

Cement

JCI

Bank

Construction*

Infra/utilities

Retail*

Earnings growth CAGR, 2021-2022

*adjusted CAGR growh for sectors expected post net losses in FY20



 

  

 

 Indonesia │ Strategy │ November 19, 2020 
 

 

 

 

13 
 

 

GDP vs. market earnings growth: turnover & banks’ margin to drive the recovery 

 While the market’s sales and core profits tracked GDP growth, the former has been more volatile in part due to heavier exposure to banks. 

 FY20F core profit is expected to see the worst contraction in over 13 years, at -29% yoy, and projected to rebound by +35% yoy in FY21F. 
The nominal earnings of companies are not expected to return to 2019’s level until FY22F.  

 Core profit margins are expected to contract 3% yoy to 8.7% in FY20F, before expanding by 160bps throughout FY21-22F. Much of the 
margin recovery is expected to be driven by the banking sector (+12.4% throughout FY20-22F), while non-banking sectors are expected to 
recover by +1.6% throughout the period (mainly driven by margin recoveries in construction, retail and infra/utilities companies).  

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Dividend: payout would fall and may recover at less the rate projected   

 Dividend payout is expected to decline from 53% in FY19 to an average of 40% in FY20F. This is similar to what happened during the GFC in 
2008 when payout ratio declined for two consecutive years from 2007’s peak level of 70% to 40% by 2009, eventually stabilising at between 
40% and 50% throughout the past decade.  

 Should the 2008/09 post-crisis dividend payout decline scenario be repeated, the FY21F payout ratio rebound to 57% may look too optimistic. 
The nominal dividend paid is expected to contract by 2% CAGR throughout 2019-22F. 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Gearing may have peaked in FY20F, while capex bottomed 

 Gross gearing level of non-bank companies peaked during the 2008 GFC driven by coal and consumer staples companies before 
deleveraging throughout 2009/10. As companies entered the expansion cycle during 2010-15, gearing picked up before subsiding in 2015-19 
as capex spending flattened (as of % of revenue), which could perhaps further fuel a struggling economic growth period.  

 Capex to revenue is expected to decline to 24% by FY22F from 32% in FY19 driven by a decline in consumer goods’ and construction 
spending. As nominal capex spending is expected to decline by 1% p.a. throughout FY19-22F, gross gearing level is expected to decline from 
56% in FY19 to 53% in FY22F. We think this has room for upside if: 1) the government’s development spending is as targeted in FY21F; 2) a 
vaccine is widely available by 3Q21F; and 3) the Omnibus Law starts to provide investment impetus by 2H21F.  

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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ROE has bottomed, with near-term recovery driven by higher asset turnover 

 Market ROE has been on a declining trend since peaking in FY13 at 23.6%, to 14.2% in FY18. The ROE decline was mainly driven by sharp 
contractions in consumer goods and banks’ ROE throughout FY13-15, and later on by cement, telco and retail companies throughout FY16-
19. We had previously argued that ROE should rebound to c.16% before the pandemic hit. 

 ROE is expected to recover from a 13-year bottom of 10.5% in FY20F to 14.6% by FY22F, to be led by ROE recovery in banks, retail and 
construction sectors. Much of the recovery during this period is expected to come from improving asset turnover, less so from net margin 
improvements, while leverage is expected to decline, hence also a drag to ROE. 

 For the above reasons, ROE may recover to higher-than-projected numbers if consumption picks up sooner (due to vaccine availability and 
Omnibus Law) and banks’ tail-end risk staying more benign (mostly if a vaccine is widely available sooner than expected).   

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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JCI is now a rounding error in MSCI weighting: given substantial outflow, more of an upside risk?   

 JCI’s weighting on MSCI EM has declined to 1.2% from a peak of c.4% over the past 10 years, mostly due to China’s massive inclusion in the 
index. Despite cumulative foreign net outflows of US$8.9bn since 2010, both JCI and LQ45 gained +92% and +42%, respectively, over the 
period in US$, supported by the rise of domestic investors’ investment pool and increasing appetite for equity. Consequently, valuations have 
been less sensitive to foreign selling. Barring another bout of further weight reduction, Indonesia’s weight allocation in the MSCI EM index 
should be more stable and hence be less at risk from more passive outflows. The generally more positive view on EM may in fact see a return 
of inflows.  

 That said, the economy must recover more convincingly for domestic funds (retail and institution alike) to rotate into equity. Equity looks 
attractive relative to bonds, in particular given the significant amount of bonds that the government will issue to fund the budget deficit in 
FY20-22. For this reason, we think a net foreign inflow into equities should spark a market rally that may overlook growth risks in FY22F for 
now. For a market rally to sustain, we think earnings recovery need to materialise going into 1H21F, in particular for active investors to take a 
stronger view on JCI. 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Rotation into cyclicals: valuations and post-crisis patterns support such a view 

 While defensive to cyclicals P/E has started to come off from +2 s.d., it remains high. The P/BV ratio looks more subdued, largely as banks’ 
valuations have de-rated sharply.  

 History suggests that a rotation to cyclical/recovery plays from defensives is a winning formula, such as the case of 2008/09. 

 Barring any significant external shocks (i.e. during 2012’s Grexit episode and 2013’s Taper Tantrum and 2015’s EM fear), cyclical stocks 
should have both valuations and history on their side.  

 A return to normalcy with the availability of a Covid-19 vaccine should catalyse a further rotation into cyclicals/recovery from defensive plays.  

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Two themes: bond proxy and investment upcycle 

 Our base case is for earnings growth to stay on low side vs. historical average until FY22 amid several overhangs: 1) expiry of the relaxation 
for banks to restructure their troubled loans; 2) weak consumption; 3) FY22 will be the last year for government to be able to exceed the 
statutory limit budget deficit of 3% of GDP, providing insufficient runway for the economy to pick up. The expiry of relaxation terms is a risk to 
banking earnings which account for c.47% of the market’s FY21F’s earnings, while mass market consumption may remain fragile unless both 
the vaccine and investment surprise on the upside.  

 Market valuations, after testing -2 s.d., may have bottomed. This is supported by already rallying bonds, whose 10Y benchmark rate is now at 
new lows (lowest since Jan 18) at 6.2%. A more stable IDR would further cement the valuations rebound. On the view that foreigners may 
continue to buy IDR bonds on their attractive spread to T-Bills, the bond proxy theme is now our high conviction theme. This favours BBCA, 
TLKM and JSMR.  

 While we think it is too early to bet on the Omnibus Law providing upside to investment, we think the government infra spending in FY21F 
would not be derailed by a tax revenue shortfall if its deficit funding is not at risk. We hence believe sectors that benefit from state spending 
on infra, such as cement and construction, carry earnings upside risk. Property would likely ride on these regulatory tailwinds - cyclical 
bottoming of prices and low bank deposit rates. These favour SMGR, INTP, PWON, BSDE, JSMR, PTPP, WSKT and SSIA. 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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GDP growth by demand   

 The GDP contraction of 3.5% yoy in 3Q20 was worse than expected. Surging public consumption from accelerated fiscal disbursement was 
insufficient to offset declines in household consumption and investment activity.  

 The government expects FY20F GDP to contract by -0.6% to -1.7% yoy (which is more optimistic than consensus), before rebounding by 
4.5% to 5.5% yoy in 2021F (which is in line with consensus’s median estimates of +5.5% yoy in 2021F). 

 

  

SOURCES: CGS-CIMB RESEARCH, BPS, CEIC   
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GDP growth by sector and region 

 All sectors were hit during the pandemic, with transportation and travel-related sectors continuing to suffer the most during 3Q20, while 
information and communication, and utilities sectors were more resilient. 

 Java + Bali region GDP (more reliant on services) were the hardest hit, while Eastern Indonesia (Nusa Tenggara + Maluku + Papua) was 
relatively more resilient than other regions. 

 

  

SOURCES: CGS-CIMB RESEARCH, BPS, CEIC   
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Trade and inflation   

 Trade contraction in Sep was milder than expected, with exports falling 0.5% yoy (-8.2% yoy in Aug) and imports declining 18.9% yoy (-24.2% 
yoy in Aug). The trade surplus was steady at US$2.4bn in Sep, contributed by a US$2.9bn surplus in the non-O&G segment (+US$2.7bn in 
Aug) and a US$0.5bn deficit in the O&G segment (-US$0.4bn in Aug). Trade surplus improved further in Oct to US$3.6bn. 

 Indonesia’s inflationary pressure remained subdued in Oct 2020, with the Consumer Price Index (CPI) rising by only 1.4% yoy and 0.1% 
mom, broadly in line with expectations. Further moderations in core inflation from 1.9% yoy and 0.1% mom in Sep, to 1.7% yoy and no 
change mom in Oct, reflected soft domestic demand and the reluctance to spend among higher-income earners.  

 With both 2Q20 and 3Q20 GDP data consistently falling short of official expectations, Bank Indonesia expectedly lowered the policy rate by 
25bp to 3.75% on 19 Nov. We expect this to have been the last cut for the year.   

  

SOURCES: CGS-CIMB RESEARCH, BPS, CEIC   
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Current account, balance of payment and forex reserves  

 A narrower current account deficit at 1.2% of GDP (reflecting weaker economy activities) and net inflows in financial account (boosted by net 
debt securities issuances) contributed to a surplus in the balance of payments in 2Q20.    

 Forex reserves in Oct stood at US$134bn (+US$4.5bn YTD), among the highest levels in the past 10 years, which earlier in Aug hit 
US$137bn, but has declined since, mostly due to BI intervention in the market and external debts payments. On the other hand, the rupiah 
has recovered from its YTD peak of Rp16,575/US$, currently at Rp14,070/US$, or -1.0% YTD. The rebound in rupiah is in line with US$ 
weakness, where the DXY index has depreciated by 4% YTD to 92.3. 

  

SOURCES: CGS-CIMB RESEARCH, BPS, CEIC, BLOOMBERG 

 
  

 
  

-5

-4

-3

-2

-1

0

1

2

3

4

5

-20,000

-15,000

-10,000

-5,000

0

5,000

10,000

15,000

20,000

1Q12 1Q13 1Q14 1Q15 1Q16 1Q17 1Q18 1Q19 1Q20

% of GDP

Financial account
Error & ommission
Current Account
Balance of payment to GDP (RHS)

US$ m

8,000

9,000

10,000

11,000

12,000

13,000

14,000

15,000

16,000

17,00060

70

80

90

100

110

120

130

140

150

J
a
n

-2
0
1
0

J
u

n
-2

0
1

0

N
o
v
-2

0
1
0

A
p

r-
2
0
1
1

S
e

p
-2

0
1
1

F
e

b
-2

0
1
2

J
u
l-
2

0
1
2

D
e
c
-2

0
1
2

M
a

y
-2

0
1
3

O
c
t-

2
0
1
3

M
a

r-
2
0
1
4

A
u

g
-2

0
1
4

J
a

n
-2

0
1

5

J
u

n
-2

0
1

5

N
o
v
-2

0
1
5

A
p

r-
2
0
1
6

S
e

p
-2

0
1
6

F
e

b
-2

0
1
7

J
u
l-
2

0
1
7

D
e
c
-2

0
1
7

M
a

y
-2

0
1
8

O
c
t-

2
0
1
8

M
a

r-
2
0
1
9

A
u

g
-2

0
1
9

J
a

n
-2

0
2

0

J
u

n
-2

0
2

0

Forex reserve, US$ bn IDR/US$ (RHS)



 

  

 

 Indonesia │ Strategy │ November 19, 2020 
 

 

 

 

24 
 

 

Unemployment rates 

 The Statistics Agency (BPS) reported that the Covid-19 pandemic had affected as many as 29.1m people in the labour market, with the 
unemployment rate rising to a 10-year high of 7.1% in Aug 2020. Full-time employment fell by 9.5m jobs and the share of informal 
employment rose to 60.5% in Aug 2020 (vs. 55.9% in Aug 2019). 

 The government expects the unemployment rate to further increase to 8.1-9.2% in 2021, as a result of the fallout from Covid-19 pandemic. 
Indonesia’s job creation rate per 1% of GDP growth has declined from 713k in 2016 to 494k in 2019, meaning it needs at least 5% growth to 
absorb just the c.2.5m new job seekers every year. 

 The recent passing of the Omnibus Law on Job Creation could stimulate investments in labour-intensive industries and support job creation in 
the long run. 

  

SOURCES: CGS-CIMB RESEARCH, BPS 
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Consumer confidence, retail and auto sales, PMI 

 Consumer confidence fell to a 10-year low in May, and have been treading below 100 since, suggesting that consumers are generally 
pessimistic about both current and future conditions. 

 Fast-moving data, i.e. retail sales index and auto sales, suggest a gradual recovery in 3Q20 vs. 2Q20 as cities transition from implementing 
strict large-scale social distancing (PSBB) orders to looser mobility control. 

 PMI recovering to near-50 level in Aug-Oct suggests that manufacturing activities have also started to recover after plummeting in 2Q20, in 
sync with a generally recovering global economy. 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Interest rates, loan and deposit growth    

 BI cut the 7DRRR by 25bp in 3Q20, followed by another 25bp cut in Nov, resulting in a YTD cut of 125bps to 3.75%. Reserve requirement 
was cut by 200bp for conventional banks and 50bp for sharia banks in May. BI paused rate cuts since Jul, triggered by concerns over rupiah 
volatility despite the lacklustre growth recovery and below-trend inflation. BI only resumed monetary easing with another cut in Nov on 
stabilising IDR and still sluggish growth. We do not expect further cuts for the rest of the year.  

 In aggregate, banks’ NIMs continued to show sequential improvements since Apr, and Aug saw some 42bp increase mom on the back of 
stabilising yield and still falling funding cost. Deposit growth in Sep continued to picked up at 12% yoy and 3% mom. Meanwhile, system loan 
growth contracted -0.4% yoy as at Sep, first yoy contraction since 2003.  

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Restructured loans  

 With the support of the financial services authority (OJK) on easing NPL recognition, loans being restructured rose to c.20% of total loans in 
3Q20. This was lower than the initial expectation of 30-40% of loans that may need to be restructured. OJK extended the looser term 
regulations for loans restructuring until Mar 22. NPL rose to 3.0% (vs. 2.3% in end-2019), which is about the similar level to the peak of the 
last credit cycle in 2016. 

 We project NPL formation to peak in 2020F, though credit cost may remain elevated through 2022F.  

 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Banks: Overweight 

 The 3Q20 results and developments, like the recent news of a breakthrough in Covid-19 vaccine development, reinforced our positive view on 
the sector.  

 Despite Indonesian banks’ outperformance relative to the JCI so far (5% YTD, 29% in past 6M, 8% in past 1M), there is still plenty of upside 
potential, in our view.  

 We have a sector Overweight call on banks, with BCA as our top pick, followed by BBRI and BMRI. The successful development of a Covid-
19 vaccine could catalyse banks’ share prices. M&A noises and slower-than-expected economic recovery are downside risks. 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Neutral on consumption 

 We have a Neutral call on the consumer staples sector, as the consumption weakness is expected to persist throughout FY21F as consumers 
cope with reduced disposable income during the pandemic, while minimum wage increase next year is minimal. We project consumption 
recovery by FY22F. Our top pick within the sector is MYOR, given its diversified sales profile (40% exports and 60% domestic), strong brand 
and tested management.  

 For retailers, we are most positive on RALS, as the company requires the least SSSG rebound within the retail space in order to break even. 
Additionally, RALS could take advantage of the tax-free dividend under the Omnibus Law. MAPI could see faster demand recovery due to 
pent-up demand in its target mid-to-high income segment. Key catalyst is retail traffic recovery. Downside risk is a delay in vaccine 
availability. 

 We have an Overweight call on the media sector and prefer SCMA over MNCN. Key catalyst for the sector is the resumption of rate card 
hikes (possibly in FY21F); downside risks include the return of stringent and longer-than-expected lockdowns, further weakening ad spend. 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Overweight on telcos  

 We are Overweight on telco operators as we are positive on the market’s longer-run growth outlook (underpinned by strong data demand). A 
potential re-rating catalyst is stabilisation of market competition and delivery of healthy earnings growth. Downside risk: escalation of price 
competition. EXCL is our top pick within the sector. 

 While telco operators have been subject to competition, telco towers have been shielded from the negative impact of the Covid-19 outbreak.  
Additionally, we think there is a higher probability for M&As within the sector thanks to the new positive investment list in the Omnibus Law. 
This could attract foreign investors, translating to upside risk to valuations. We have an Overweight rating on the telco tower sector and prefer 
TOWR to TBIG. 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Attractive valuations on coal sector and ASII 

 Coal stocks have been underperforming JCI this year dragged down by the decline in export coal prices to US$62/tonne (after hitting YTD 
bottom of US$49/tonne in Sep vs. end-19 of US$67/tonne). A more generous China import policy could trigger a positive catalyst for the 
sector; while slower-than-expected economy recovery could pose mid-term risk on demand. PTBA’s exposure to domestic coal demand 
should well buffer the company from export demand uncertainties, while ADRO’s diversified earnings (from mining activities, contracting, 
coking coal as well as power plant projects) should prove beneficial during uncertain times. On the other hand, ITMG looks less attractive 
compared to its peers given its persistent high costs, depleting reserves and declining dividend payout. UNTR’s exposures to gold, a strong 
balance sheet and valuations are its virtues. 

 ASII has declined 16% YTD to Rp5,800, after recovering by +77% following its drop from YTD peak to bottom of -54%. As the stock has been 
a favourite among foreign institutional investors as a cyclical proxy for Indonesia, the strong performance of the stock vs. JCI since mid-Oct 
has been apparently driven by expectations of a V-shaped recovery of the economy as well as improving balance sheet following BNLI’s 
stake sale. The stock is trading at a forward P/E of 13.1x (-0.3 s.d. since 2007), based on consensus earnings, and 1.4x P/BV. Positive 
catalyst: strong rebounds in coal and CPO prices are positive for heavy equipment and plantation divisions; negative catalyst: rising 
competition in automotive industry. 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Contractor & property: Overweight  

 We are Overweight on the construction sector as infra remains a key development priority for Jokowi’s second term, and construction could 
help drive an economic recovery. We estimate the sector to have tighter liquidity but remain solvent. Our top picks are PTPP and WSKT.  

 Property developers’ share prices have been under pressure as investors initially rotated from cyclicals to defensive stocks during the 
beginning of the pandemic in Mar. The sector has recovered since, on the back of expectations of economic improvements as well as resilient 
marketing sales. Project delay is the main risk for the sector, while recurring income from malls could continue to see pressure from the 
prolonged large-scale social distancing orders. 

 We have Underweight calls on the industrial estate sector. The listed industrial estate players under our coverage are trading at similar 
valuations to their regional peers while offering lower core EPS growth outlook in FY20-21F. Nevertheless, we believe the longer-term outlook 
is positive due to the country’s vast resources and population and as the investment cycle picks up eventually, beyond the Chinese factory 
relocation theme. We prefer SSIA to DMAS, as SSIA has an increasingly visible catalyst from the launch of its Subang industrial estate 
development. 

 
 

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Healthcare: Overweight  

 Hospitals’ 3Q20 earnings came largely above our initial expectations, supported by improving traffic and profitability. We expect patient 
volumes to recover, with the reopening of the economy and pent-up demand.  

 On the other hand, KLBF’s businesses has been under pressure due to the pandemic as its pharma sales fell on slower hospital traffic, 
distribution sales fell no thanks to sluggish medical device distribution, while consumer health sales and nutritionals sales were flat. The 
company is partnering with Genexine to develop a Covid-19 vaccine and targets commercialisation for emergency use in mid-2021F. The 
company is targeting out-of-pocket consumers and not the government’s programme (due to insufficient scale).  

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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JSMR & PGAS: both Add calls  

 We have an Add call on PGAS given its deep discount deep discount to its gas pipeline replacement cost, with risks of further downside on 
margin having already been priced in. Positive catalyst is upside on margins should the company receive compensation from the Ministry of 
Energy and Mineral Resources in view of its lower gas price policy. Downside risk is more unfavourable government intervention. 

 We are positive on JSMR as it trades at a deep discount relative to its toll road replacement cost. We think the company could be a 
beneficiary of the lower interest rate environment. Re-rating catalyst include the realisation of the second tariff integration for the Jakarta-
Cikampek toll road by the end of 2020F, which could pose upside risks to earnings. Key downside risk is unfavourable government policy and 
intervention.   

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Cement: Overweight 

 Our structural bullish view on Indonesia’s cement sector is underpinned by: 1) a more benign competitive landscape ahead, and 2) improving 
industry supply and demand dynamics.  

 The sector top pick is SMGR as we believe the company’s earnings growth will continue to outpace INTP’s, while also trading at a more 
attractive valuation vs. INTP. 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Key stock picks 

 Our top picks revolve around two major themes: a) an investment upcycle, and b) higher conviction in bond proxies. We expect government 
spending and Omnibus Law to be the key economic growth recovery drivers in FY21-22F, overshadowing household consumption, which will 
likely be plagued by weak disposable income. Foreign fund inflows to bonds would support the bond proxy theme, in our view.  

 We project a defensive-to-cyclical rotation as the world returns to normalcy, benefitting deep cyclical names, such as RALS, MAPI and BIRD. 

 

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG, COMPANY REPORTS   
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YTD share performances of our key picks   

 

 

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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related corporations. 
 

Country CGS-CIMB Entity Regulated by 
Hong Kong CGS-CIMB Securities (Hong Kong) Limited Securities and Futures Commission Hong Kong 
India CGS-CIMB Securities (India) Private Limited  Securities and Exchange Board of India (SEBI) 
Indonesia PT CGS-CIMB Sekuritas Indonesia  Financial Services Authority of Indonesia 
Malaysia CGS-CIMB Securities Sdn. Bhd. (formerly known as Jupiter 

Securities Sdn. Bhd.) 
Securities Commission Malaysia 

Singapore CGS-CIMB Research Pte. Ltd.  Monetary Authority of Singapore 
South Korea CGS-CIMB Securities (Hong Kong) Limited, Korea Branch  Financial Services Commission and Financial Supervisory Service 

Thailand CGS-CIMB Securities (Thailand) Co. Ltd.  Securities and Exchange Commission Thailand 
  
 

Other Significant Financial Interests: 

(i)  As of October 31, 2020 CGS-CIMB has a proprietary position in the securities (which may include but not be limited to shares, warrants, call warrants and/or any other derivatives) in the following company or 
companies covered or recommended in this report:  

(a)  - 

(ii)  Analyst Disclosure: As of November 19, 2020, the analyst(s) who prepared this report, and the associate(s), has / have an interest in the securities (which may include but not be limited to shares, warrants, call 
warrants and/or any other derivatives) in the following company or companies covered or recommended in this report: 

(a)  - 
 

This report does not purport to contain all the information that a prospective investor may require. Neither CGS-CIMB nor any of its affiliates (including CGIFHL, CIMBG and their related corporations) make any 
guarantee, representation or warranty, express or implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such information and opinion contained in this report. Neither CGS-CIMB nor any of 
its affiliates nor their related persons (including CGIFHL, CIMBG and their related corporations) shall be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect  or 
consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. 

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CGS-CIMB’s clients generally and does not have regard to the specific investment objectives, 
financial situation and the particular needs of any specific person who may receive this report. The information and opinions in this report are not and should not be construed or considered as an offer, 
recommendation or solicitation to buy or sell the subject securities, related investments or other financial instruments or any derivative instrument, or any rights pertaining thereto. 

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual investment objectives, financial situation and particular needs and 
consult their own professional and financial advisers as to the legal, business, financial, tax and other aspects before part icipating in any transaction in respect of the securities of company(ies) covered in this 
research report. 

The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors. 

 

Restrictions on Distributions 

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CGS-CIMB Securities (Singapore) Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited. This research is only 
available in Australia to persons who are “wholesale clients” (within the meaning of the Corporations Act 2001 (Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on 
to any other person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and has been prepared without taking into account the objectives, 
financial situation or needs of the individual recipient. CGS-CIMB Securities (Singapore) Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited do not hold, and are not required to hold an Australian financial 
services license. CGS-CIMB Securities (Singapore) Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited rely on “passporting” exemptions for entities appropriately licensed by the Monetary Authority of Singapore 
(under ASIC Class Order 03/1102) and the Securities and Futures Commission in Hong Kong (under ASIC Class Order 03/1103).  

Canada: This research report has not been prepared in accordance with the disclosure requirements of Dealer Member Rule 3400 – Research Restrictions and Disclosure Requirements of the Investment Industry 
Regulatory Organization of Canada. For any research report distributed by CIBC, further disclosures related to CIBC conflicts of interest can be found at https://researchcentral.cibcwm.com . 

China: For the purpose of this report, the People’s Republic of China (“PRC”) does not include the Hong Kong Special Administrative Region, the Macau Special Administrative Region or Taiwan. The distributor of this 
report has not been approved or licensed by the China Securities Regulatory Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing 
information. The distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within or outside of PRC to buy or sell any instruments described herein. This 
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report is being issued outside the PRC to a limited number of institutional investors and may not be provided to any person other than the original recipient and may not be reproduced or used for any other purpose. 

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to subscribe to, or used in connection with, any offer for subscription 
or sale or marketing or direct or indirect distribution of financial instruments and it is not intended as a solicitation for the purchase of any financial instrument. 

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act (WpHG). This publication constitutes research of a non-binding nature 
on the market situation and the investment instruments cited here at the time of the publication of the information.   

The current prices/yields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that neither the German Federal Financial Supervisory Agency (BaFin), nor any 
other supervisory authority exercises any control over the content of this report. 

Hong Kong: This report is issued and distributed in Hong Kong by CGS-CIMB Securities (Hong Kong) Limited (“CHK”) which is licensed in Hong Kong by the Securities and Futures Commission for Type 1 (dealing in 
securities) and Type 4 (advising on securities) activities. Any investors wishing to purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CGS-CIMB Securities (Hong 
Kong) Limited. The views and opinions in this research report are our own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial 
Conduct Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CHK has no obligation to update its opinion or the information in this research report.  

This publication is strictly confidential and is for private circulation only to clients of CHK.  

CHK does not make a market on other securities mentioned in the report. 
 

India: This report is issued and distributed in India by CGS-CIMB Securities (India) Private Limited (“CGS-CIMB India”). CGS-CIMB India is a subsidiary of CGS-CIMB Securities International Pte. Ltd. which in turn is 
a 50:50 joint venture company of CGIFHL and CIMBG. The details of the members of the group of companies of CGS-CIMB can be found at www.cgs-cimb.com, CGIFHL at 
www.chinastock.com.hk/en/ACG/ContactUs/index.aspx and CIMBG at www.cimb.com/en/who-we-are.html. CGS-CIMB India is registered with the National Stock Exchange of India Limited and BSE Limited as a 
trading and clearing member (Merchant Banking Number: INM000012037) under the Securities and Exchange Board of India (Stock Brokers and Sub-Brokers) Regulations, 1992. In accordance with the provisions of 
Regulation 4(g) of the Securities and Exchange Board of India (Investment Advisers) Regulations, 2013, CGS-CIMB India is not required to seek registration with the Securities and Exchange Board of India (“SEBI”) 
as an Investment Adviser. CGS-CIMB India is registered with SEBI (SEBI Registration Number: INZ000209135) as a Research Analyst (INH000000669) pursuant to the SEBI (Research Analysts) Regulations, 2014 
("Regulations"). 

This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for and does not deal with prohibitions on investment due to law/jurisdiction 
issues etc. which may exist for certain persons/entities. Recipients should rely on their own investigations and take their own professional advice before investment.  

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or registered with, any Indian regulator, including any Registrar of 
Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India. No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in 
India is being made, or intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other activities of CGS-CIMB India and they have received compensation 
based upon various factors, including quality, accuracy and value of research, firm profitability or revenues, client feedback and competitive factors. Research analysts', strategists' or economists' compensation is not 
linked to investment banking or capital markets transactions performed or proposed to be performed by CGS-CIMB India or its affiliates. 

CGS-CIMB India does not have actual / beneficial ownership of 1% or more securities of the subject company in this research report, at the end of the month immediately preceding the date of publication of this 
research report. However, since affiliates of CGS-CIMB India are engaged in the financial services business, they might have in their normal course of business financial interests or actual / beneficial ownership of 
one per cent or more in various companies including the subject company in this research report. 

CGS-CIMB India or its associates, may: (a) from time to time, have long or short position in, and buy or sell the securities of the subject company in this research report; or (b) be engaged in any other transaction 
involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company in this research report or act as an advisor or lender/borrower to such 
company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. 

CCGS-CIMB India, its associates and the analyst engaged in preparation of this research report have not received any compensation for investment banking, merchant banking or brokerage services from the subject 
company mentioned in the research report in the past 12 months.  

CGS-CIMB India, its associates and the analyst engaged in preparation of this research report have not managed or co-managed public offering of securities for the subject company mentioned in the research report 
in the past 12 months. The analyst from CGS-CIMB India engaged in preparation of this research report or his/her relative (a) do not have any financial interests in the subject company mentioned in this research 
report; (b) do not own 1% or more of the equity securities of the subject company mentioned in the research report as of the last day of the month preceding the publication of the research report; (c) do not have any 
material conflict of interest at the time of publication of the research report 

Indonesia: This report is issued and distributed by PT CGS-CIMB Sekuritas Indonesia (“CGS-CIMB Indonesia”). The views and opinions in this research report are our own as of the date hereof and are subject to 
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change. CGS-CIMB Indonesia has no obligation to update its opinion or the information in this research report. This report is for private circulation only to clients of CGS-CIMB Indonesia. Neither this report nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable Indonesian capital market laws and regulations. 

This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with the Financial Services Authority (Otoritas Jasa Keuangan) pursuant to 
relevant capital market laws and regulations, and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an 
offer within the meaning of the Indonesian capital market law and regulations. 

Ireland: CGS-CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CGS-CIMB acting as, or otherwise claiming or representing to be, an 
investment firm authorised in the Republic of Ireland. 

Malaysia: This report is distributed in Malaysia by CGS-CIMB Securities Sdn. Bhd. (formerly known as Jupiter Securities Sdn. Bhd.) (“CGS-CIMB Malaysia”) solely for the benefit of and for the exclusive use of our 
clients. Recipients of this report are to contact CGS-CIMB Malaysia, at 29th Floor Menara CIMB No. 1 Jalan Stesen Sentral 2, Kuala Lumpur Sentral 50470 Kuala Lumpur, Malaysia, in respect of any matters arising 
from or in connection with this report. CGS-CIMB Malaysia has no obligation to update, revise or reaffirm its opinion or the information in this research reports after the date of this report.  

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial Advisers Act 2008. 

Singapore: This report is issued and distributed by CGS-CIMB Research Pte Ltd (“CGS-CIMBR”). CGS-CIMBR is a financial adviser licensed under the Financial Advisers Act, Cap 110 (“FAA”) for advising on 
investment products, by issuing or promulgating research analyses or research reports, whether in electronic, print or other form. Accordingly, CGS-CIMBR is a subject to the applicable rules under the FAA unless it is 
able to avail itself to any prescribed exemptions. 

Recipients of this report are to contact CGS-CIMB Research Pte Ltd, 50 Raffles Place, #16-02 Singapore Land Tower, Singapore in respect of any matters arising from, or in connection with this report. CGS-CIMBR 
has no obligation to update its opinion or the information in this research report. This publication is strictly confidential and is for private circulation only. If you have not been sent this report by CGS-CIMBR directly, 
you may not rely, use or disclose to anyone else this report or its contents. 

If the recipient of this research report is not an accredited investor, expert investor or institutional investor, CGS-CIMBR accepts legal responsibility for the contents of the report without any disclaimer limiting or 
otherwise curtailing such legal responsibility. If the recipient is an accredited investor, expert investor or institutional investor, the recipient is deemed to acknowledge that CGS-CIMBR is exempt from certain 
requirements under the FAA and its attendant regulations, and as such, is exempt from complying with the following: 

(a)  Section 25 of the FAA (obligation to disclose product information); 

(b)  Section 27 (duty not to make recommendation with respect to any investment product without having a reasonable basis where you may be reasonably expected to rely on the recommendation) of the FAA; 

(c)  MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03]; 

(d)  MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16]; 

(e)  Section 36 (obligation on disclosure of interest in specified products), and 

(f)  any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted by applicable laws, as may be amended from time to time, and any 
other laws, regulations, notices, directive, guidelines, circulars, and practice notes as we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor 
acknowledges that as CGS-CIMBR is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CGS-CIMBR for any loss or damage arising from the recipient’s reliance on any 
recommendation made by CGS-CIMBR which would otherwise be a right that is available to the recipient under Section 27 of the FAA, the recipient will also not be able to file a civil claim against CGS-CIMBR for any 
loss or damage arising from the recipient’s reliance on any recommendation made by CGS-CIMBR which would otherwise be a right that is available to the recipient under Section 27 of the FAA.  

CGS-CIMBR, its affiliates and related corporations, their directors, associates, connected parties and/or employees may own or have positions in specified products of the company(ies) covered in this research report 
or any specified products related thereto and may from time to time add to or dispose of, or may be materially interested in, any such specified products. Further, CGS-CIMBR, its affiliates and its related corporations 
do and seek to do business with the company(ies) covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment in specified products of such 
company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to 
such company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report. 

As of November 18, 2020, CGS-CIMBR does not have a proprietary position in the recommended specified products in this report. 

CGS-CIMBR does not make a market on other specified products mentioned in the report. 

South Korea: This report is issued and distributed in South Korea by CGS-CIMB Securities (Hong Kong) Limited, Korea Branch (“CGS-CIMB Korea”) which is licensed as a cash equity broker, and regulated by the 
Financial Services Commission and Financial Supervisory Service of Korea. In South Korea, this report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and 
Capital Market Act of Korea (“FSCMA”). 

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not personalised and does not constitute investment advice so, as the case 
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may be, the recipient must seek proper advice before adopting any investment decision. This document does not constitute a public offering of securities.  

CGS-CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services. 

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The distribution of this report is not an offer to sell to any person in Sweden or a 
solicitation to any person in Sweden to buy any instruments described herein and may not be forwarded to the public in Sweden. 

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks issued by the Swiss Bankers’ Association (Directives on the 
Independence of Financial Research). 

Thailand: This report is issued and distributed by CGS-CIMB Securities (Thailand) Co. Ltd. (“CGS-CIMB Thailand”) based upon sources believed to be reliable (but their accuracy, completeness or correctness is not 
guaranteed). The statements or expressions of opinion herein were arrived at after due and careful consideration for use as information for investment. Such opinions are subject to change without notice and CGS-
CIMB Thailand has no obligation to update its opinion or the information in this research report. 

CGS-CIMB Thailand may act or acts as Market Maker, and issuer and offerer of Derivative Warrants and Structured Note which may have the following securities as its underlying securities. Investors should carefully 
read and study the details of the derivative warrants in the prospectus before making investment decisions.   

AAV, ADVANC, AEONTS, AMATA, AOT, AWC, BANPU, BBL, BCH, BCP, BCPG, BDMS, BEC, BEM, BGC, BGRIM, BH, BJC, BPP, BTS, CBG, CENTEL, CHG, CK, CKP, COM7, CPALL, CPF, CPN, DELTA, DTAC, EA, 
EGCO, EPG, ERW, ESSO, GFPT, GLOBAL, GPSC, GULF, GUNKUL, HANA, HMPRO, INTUCH, IRPC, IVL, JAS, JMT, KBANK, KCE, KKP, KTB, KTC, LH, MAJOR, MBK, MEGA, MINT, MTC, ORI, OSP, PLANB, 
PRM, PSH, PSL, PTG, PTT, PTTEP, PTTGC, QH, RATCH, RS, SAWAD, SCB, SCC, SGP, SPALI, SPRC, STA, STEC, STPI, SUPER, TASCO, TCAP, THAI, THANI, THG, TISCO, TKN, TMB, TOA, TOP, TPIPP, TQM, 
TRUE, TTW, TU, VGI, WHA, BEAUTY, JMART, LPN, SISB, WORK  
 

Corporate Governance Report: 

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and Exchange Commission. The 
survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general public 
investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside information. 

The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after that date. CGS-CIMB Thailand does not confirm nor 
certify the accuracy of such survey result. 
 

Score Range: 90 - 100 80 – 89 70 - 79 Below 70 or No Survey Result 

Description: Excellent Very Good Good N/A  
   

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing authorities or governmental agencies in the United Arab Emirates. This 
report is strictly private and confidential and has not been reviewed by, deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This 
report is being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the original recipient and may not be reproduced or used for any 
other purpose. Further, the information contained in this report is not intended to lead to the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within 
the territory of the United Arab Emirates.  

United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is also being distributed by CGS-CIMB Securities (UK) Limited (“CGS-CIMB UK”). CGS-
CIMB UK is authorized and regulated by the Financial Conduct Authority and its registered office is at 27 Knightsbridge, London, SW1X7YB. The material distributed by CGS-CIMB UK has been prepared in 
accordance with CGS-CIMB’s policies for managing conflicts of interest arising as a result of publication and distribution of this material. This material is for distribution only to, and is solely directed at, selected 
persons on the basis that those persons: (a) are eligible counterparties and professional clients of CGS-CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c)  fall within Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations etc”) of the Order; 
(d) are outside the United Kingdom subject to relevant regulation in each jurisdiction, material(all such persons together being referred to as “relevant persons”). This material is directed only at relevant persons and 
must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this material relates is available only to relevant persons and will be engaged in only with 
relevant persons. 

This material is categorised as non-independent for the purposes of CGS-CIMB UK and therefore does not provide an impartial or objective assessment of the subject matter and does not constitute independent 
research. Consequently, this material has not been prepared in accordance with legal requirements designed to promote the independence of research and will not be subject to any prohibition on dealing ahead of the 
dissemination of research. Therefore, this material is considered a marketing communication.  

United States: This research report is distributed in the United States of America by CGS-CIMB Securities (USA) Inc, a U.S. registered broker-dealer and an affiliate of CGS-CIMB Securities Sdn. Bhd. (formerly 
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known as Jupiter Securities Sdn. Bhd.), CGS-CIMB Research Pte Ltd, PT CGS-CIMB Sekuritas Indonesia, CGS-CIMB Securities (Thailand) Co. Ltd, CGS-CIMB Securities (Hong Kong) Limited and CGS-CIMB 
Securities (India) Private Limited, and is distributed solely to persons who qualify as “U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This communication is only 
for Institutional Investors whose ordinary business activities involve investing in shares, bonds, and associated securities and/or derivative securities and who have professional experience in such investments. Any 
person who is not a U.S. Institutional Investor or Major Institutional Investor must not rely on this communication. The delivery of this research report to any person in the United States of America is not a 
recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion expressed herein. CGS-CIMB Securities (USA) Inc, is a FINRA/SIPC member and takes responsibility 
for the content of this report. For further information or to place an order in any of the above-mentioned securities please contact a registered representative of CGS-CIMB Securities (USA) Inc. 

CGS-CIMB Securities (USA) Inc. does not make a market on other securities mentioned in the report. 

CGS-CIMB Securities (USA) Inc. has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months. 

CGS-CIMB Securities (USA) Inc. has not received compensation for investment banking services from any of the company mentioned in the past 12 months. 

CGS-CIMB Securities (USA) Inc. neither expects to receive nor intends to seek compensation for investment banking services from any of the company mentioned within the next 3 months. 

United States Third-Party Disclaimer: If this report is distributed in the United States of America by Raymond James & Associates, Inc (“RJA”), this report is third-party research prepared for and distributed in the 
United States of America by RJA pursuant to an arrangement between RJA and CGS-CIMB Securities International Pte. Ltd. (“CGS-CIMB”). CGS-CIMB is not an affiliate of RJA. This report is distributed solely to 
persons who qualify as “U.S. Institutional Investors” or as “Major U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934, as amended. This communication is only for U.S. 
Institutional Investors or Major U.S. Institutional Investor whose ordinary business activities involve investing in shares, bonds, and associated securities and/or derivative securities and who have professional 
experience in such investments. Any person who is not a U.S. Institutional Investor or Major U.S. Institutional Investor must not rely on this communication. The delivery of this report to any person in the U.S. is not a 
recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion expressed herein. If you are receiving this report in the U.S from RJA, a FINRA/SIPC member, it takes 
responsibility for the content of this report. For further information or to place an order in any of the above-mentioned securities please contact a registered representative of CGS-CIMB Securities (USA) Inc. or RJA. 
https://raymondjames.com/InternationalEquityDisclosures  

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional, institutional or sophisticated investors as defined in the laws and 
regulations of such jurisdictions.  

 

 
 

Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (Thai IOD) in 2019, Anti-Corruption 2019 

ADVANC – Excellent, Certified, AEONTS – Good, n/a, AH – Very Good, n/a, AMATA – Excellent, Declared, ANAN – Excellent, Declared, AOT – Excellent, n/a, AP – Excellent, Certified, ASP – Very Good, Certified, 
BAM – not available, n/a, BANPU – Excellent, Certified, BAY – Excellent, Certified, BBL – Very Good, Certified, BCH – Good, Certified, BCP - Excellent, Certified, BCPG – Excellent, Certified, BDMS – Very Good, 
n/a, BEAUTY – Good, n/a, BEC – Very Good, n/a, BGRIM – Very Good, Declared, BH - Good, n/a, BJC – Very Good, n/a, BJCHI – Very Good, Certified, BLA – Very Good, Certified, BPP – Very Good, Declared, BR 
- Good, n/a, BTS - Excellent, Certified, CBG – Very Good, n/a, CCET – Good, n/a, CENTEL – Very Good, Certified, CHAYO - Good, n/a, CHG – Very Good, Declared, CK – Excellent, n/a, COL – Excellent, Declared, 
CPALL – Excellent, Certified, CPF – Excellent, Certified, CPN - Excellent, Certified, CPNREIT – not available, n/a, CRC – not available, n/a, DELTA - Excellent, Declared, DEMCO – Excellent, Certified, DDD – Very 
Good, n/a, DIF – not available, n/a, DREIT – not available, n/a, DTAC – Excellent, Certified, EA – Excellent, n/a, ECL – Very Good, Certified, EGCO - Excellent, Certified, EPG – Very Good, n/a, ERW – Very Good, 
n/a, GFPT - Excellent, Certified, GGC – Excellent, Certified, GLOBAL – Very Good, n/a, GLOW – Very Good, Certified, GPSC – Excellent, Certified, GULF – Very Good, n/a, GUNKUL – Excellent, Certified, HANA - 
Excellent, Certified, HMPRO - Excellent, Certified, HUMAN – Good, n/a, ICHI – Excellent, Declared, III – Excellent, n/a, INTUCH - Excellent, Certified, IRPC – Excellent, Certified, ITD – Very Good, n/a, IVL - 
Excellent, Certified, JASIF – not available, n/a, BJC – Very Good, n/a, JMT – Very Good, n/a, KBANK - Excellent, Certified, KCE - Excellent, Certified, KKP – Excellent, Certified, KSL – Excellent, Certified, KTB - 
Excellent, Certified, KTC – Excellent, Certified, LH - Excellent, n/a, LPN – Excellent, Certified, M – Very Good, Certified, MACO – Very Good, n/a, MAJOR – Very Good, n/a, MAKRO – Excellent, Certified, MALEE – 
Excellent, Certified, MC – Excellent, Certified, MCOT – Excellent, Certified, MEGA – Very Good, n/a, MINT - Excellent, Certified, MK – Very Good, n/a, MTC – Excellent, n/a, NETBAY – Very Good, n/a, OSP – Very 
Good, n/a, PLANB – Excellent, Certified, PLAT – Very Good, Certified, PR9 – Excellent, n/a, PSH – Excellent, Certified, PSTC – Very Good, Certified, PTT - Excellent, Certified, PTTEP - Excellent, Certified, PTTGC - 
Excellent, Certified, QH – Excellent, Certified, RATCH – Excellent, Certified, ROBINS – Excellent, Certified, RS – Excellent, n/a, RSP – not available, n/a, S – Excellent, n/a, SAPPE – Very Good, Declared, SAT – 

Rating Distribution (%) Inv estment Banking clients (%)

Add 63.0% 0.5%

Hold 25.2% 0.1%

Reduce 11.8% 0.3%

Distribution of stock ratings and inv estment banking clients for quarter ended on 30 September 2020

795 companies under cov erage for quarter ended on 30 September 2020

https://raymondjames.com/InternationalEquityDisclosures
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Excellent, Certified, SAWAD – Very Good, n/a, SC – Excellent, Certified, SCB - Excellent, Certified, SCC – Excellent, Certified, SCN – Excellent, Certified, SF – Good, n/a, SHR – not available, n/a, SIRI – Very Good, 
Certified, SPA - Good, n/a, SPALI - Excellent, n/a, SPRC – Excellent, Certified, STA – Very Good, Certified, STEC – Excellent, n/a, SVI – Excellent, Certified, SYNEX – Excellent, Certified, TASCO – Excellent, 
Certified, TCAP – Excellent, Certified, THANI – Excellent, Certified, TIPCO – Very Good, Certified, TISCO - Excellent, Certified, TKN – Very Good, n/a, TMB - Excellent, Certified, TNR – Very Good, Certified, TOP - 
Excellent, Certified, TPCH – Good, n/a, TPIPP – Good, n/a, TRUE – Excellent, Certified, TU – Excellent, Certified, TVO – Excellent, Declared, UNIQ – not available, n/a, VGI – Excellent, Certified, WHA – Excellent, 
Certified, WHART – not available, n/a, WICE – Excellent, Certified, WORK – Good, n/a. 
1 CG Score 2019 from Thai Institute of Directors Association (IOD) 
2 AGM Level 2018 from Thai Investors Association 
3 Companies participating in Thailand's Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) under Thai Institute of Directors (as of November 30, 2018) are categorised into: 
companies that have declared their intention to join CAC, and companies certified by CAC. 

4 The Stock Exchange of Thailand : the record of listed companies with corporate sustainable development "Thai sustainability Investment 2018" included: 
SET and mai listed companies passed the assessment conducted by the Stock Exchange of Thailand: THSI (SET) and THSI (mai) 
SET listed companies passed the assessment conducted by the Dow Jones Sustainability Indices (DJSI)   
 

 

Recommendation Framework 

Stock Ratings Definition: 

 Add The stock’s total return is expected to exceed 10% over the next 12 months. 

 Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months. 

 Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net dividend yields of the stock.  Stock price targets have an investment 
horizon of 12 months.  
  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation. 
  

Country Ratings Definition: 

 Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark. 

 Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark. 

 Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark. 
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http://www.thai-iod.com/imgUpload/Brochure%20CGR%202019%20Resized.pdf
http://www.set.or.th/sustainable_dev/en/sr/sri/tsi_p1.html

