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Solid 3Q23 earnings growth; In-line 9M23
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Stock Information
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BBTN recorded flattish 9M23 earnings growth, yet increasing sharply on quarterly basis. In all, 9M23 results
arrives in-line with our projection while below street forecast at a run rate of 72%/70% (5yr hist. average excl.
covid: 74%). Loan growth arrives within BBTN's guidance, while key metrics are reported better qoqg. We believe
asset bulk sales will play key role to NPL improvement in 4Q23, while latest VAT incentives could positively
impact to non-subsidized loan performance. BBTN'’s plan to acquire one of major sharia bank in Indonesia is
expected to turn into reality soon. Maintain BUY with GGM-based TP of IDR1,770, pegged at 0.6x ‘24F P/B,
while it trades at 0.4x '24F P/B or slightly above -2SD hist mean.

Flat 9M23 earnings growth, yet sturdy quarterly performance

BBTN’'s 9M23 earnings grew flat at 1.7% yoy to IDR2.3 tn, amid mounting cost of funds which translated to
43.9% yoy rise on interest expenses. Soaring non-interest income by 67.4% yoy and improving cost to income
does not help much as provisioning rose 12.3% yoy. Yet, on quarterly basis, the bank booked a solid result,
whereas PATMI surged 24.5% qoq on the back of soft increase in cost of fund and better NIM qoq as well as a
sharp drop in provision expenses by 17.4% qoq. In all, 9M23 results arrives in-line with our projection yet
below street forecast at a run rate of 72%/70% compared to 5yr historical average (excl. covid) of 74%.

Loan growth beats industry yet within guidance range

Loan and financing growth stood at 10% yoy to IDR318.3 tn, arriving above industry loan growth and within
management range expectation of 10-11% yoy. The growth was mainly driven by subsidized-mortgages
(11.9% yoy) which outpaced the non-subsidized mortgage (6.7% yoy). Worth noting that corporate loan grew
very strong at 39% yoy, with total non-housing loan growth at 23.1% yoy and improve significantly from the
previous cumulative period in 1H23 of only 11.5% yoy. On the liability side, third party fund poor growth was
acceptable in our view, as the industry and several banks are booked around the same figure amid the tight
liquidity situation. We like BBTN's CASA which remain solid, growing by 11.6% yoy.

Better key metrics on quarterly basis

Key performance metrics struggling on yoy, yet recorded much better result on quarterly basis. NIM inched up
by 14bps qoq to 3.76% while NPL slightly better from 3.66% to 3.53% and closed to 23F BBTN’s guidance of
<3.5%. CIR also showed an improvement by 170bp yoy and to 46.7%

Asset bulk sales execution to reduce NPL

We expect an immediate impact on lower NPL following the execution of BBTN’s bulk asset sales in 4Q23
amounting IDR900 bn with all of the NPL has been fully provisioned and green-light from various stakeholders
have been pocketed. BBTN also aim for another round of bulk asset sales next year which will significantly
drive NPL improvement.

Expecting VAT incentive to boost non-subsidizes mortgage

We think BBTN will become as one of the beneficiaries of latest government VAT incentives for houses tag price
between IDR2-5 bn, given its non-subsidized mortgage segment accounted around 30% of the total loan and
financing. BBTN has introduced sales centre to serve customer demand and supports its double digit non-
subsidized mortgage growth. We like these initiatives as better loan yield will overall underpin the bank to
record a better NIM. Worth noting that the segment growth has been improving (127 bps) from 5.37% yoy in
1Q23 to 6.64% yoy in 9M23.

Sharia bank acquisition

BBTN plans to acquire one of major sharia bank in Indonesia and has reportedly received the green light from
Ministry of SOE, hence we expect this corporate action will be turned into reality soon. The bank recorded a
continuing improvement on its sharia business unit, with earnings frog leaped by 70.4% yoy or nearly doubled
vs 1Q23 growth of 39% yoy and total asset growth of 17.3% yoy to IDR48.4 tn.

Maintain BUY with target price of IDR1,770

Our target price is based on Gordon Growth Model with fair 2023F P/B of 0.6x. The bank is trading at 0.3x "24F
P/B, or slightly above its -2SD of hist mean of 0.3x. Risks to our call are: a) lower-than-expected subsidized,
non-subsidized growth and total loan growth, NIM and loan yield, b) mounting CoF and CoC c) higher inflation,
and d) deteriorating asset quality.

Exhibit 1: Key Statistics

Year end Dec (IDR bn) 2021A 2022A 2023F 2024F 2025F
Net interest income 12,991 14,997 15,689 16,864 18,581
Non interest income 2,363 2,210 2,273 2,331 2,426
Total operating income 15,354 17,207 17,962 19,194 21,007
Pre provisions operating profit 6,661 7,833 7,909 8,501 9,601
Net income 2,376 3,045 3,234 3,579 4,377
EPS (IDR) 216 277 294 326 398
EPS growth (%) 48.3 28.1 6.2 10.6 22.3
PER (x) 5.9 4.6 4.3 3.9 3.2
PBV (x) 0.7 0.5 0.5 0.4 0.4
Div. Yield (%) 0.0 4.3 4.6 51 6.3
RoE (%) 11.5 129 11.7 11.3 119

Source: Company, KBVS Research
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Exhibit 2: BBTN 9M23 financial and key performance metrics results
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KBVS % to Cons. % to

BBTN 9M23 Results (IDRbn) 9M22  9M23 YoY (%) 3Q22 3Q23 YoV (%) 2Q23 QoQ (%) 123F 123F D3F Cons.
Income statements

Interest Income 18,977 20,833 9.8 6,300 7,311 16.0 6,846 6.8
Interest Expenses (7,431) (10,691) 439  (2,491) (3,647) 464  (3,489) 45
Net interest income 11,546 10,142 (12.2) 3,809 3,664 (3.8) 3,357 9.1
Non-interest income 1,411 2,362 67.4 402 646 60.7 840 (23.1)
Total operating income 12,957 12,504 (3.5) 4,211 4310 24 4,197 2.7
Operating expenses (7,408)  (6,601) (109) (2,675) (2,246) (16.0) (2,128) 55
Pre-provision operating profit 5,549 5,903 6.4 1,536 2,064 344 2,070 (0.3)
Provision expenses (2,616) (2,937) 123 (546) (989) 81.1 (1,197) (17.4)
Net profit 2275 2,313 17 804 838 42 673 245 3234 72 3286 70
Balance Sheets

Loans 289,693 318,300 9.9 289,693 318,300 9.9 307,669 35
Current accounts 97,882 118,061 206 97,882 118,061 206 128,677 (8.3)
Saving deposits 45,709 42,199 (7.7) 45,709 42,199 (7.7) 41,541 16
Time deposits 169,255 163,648 (3.3) 169,255 163,648 (3.3) 143,038 144
CASA 143591 160,260 116 143591 160,260 116 170,218 (5.9)
Total TPF 312,846 323,908 35 312,846 323,908 35 313,256 34
Total equity 21,597 29,054 345 21,597 29,054 345 28,395 2.3
Key Ratio (%)

NIM 45 38 (0.8) 4.5 38 (0.8) 3.6 0.1
Cost of Fund 25 38 13 2.5 38 13 36 0.2
Cost of Credit 12 13 0.1 12 13 0.1 13 (0.0)
LDR 92.6 983 5.7 92.6 98.3 5.7 98.2 0.0
CASA 459 49.5 36 459 49.5 3.6 543 (4.9)
NPL gross 35 3.5 0.1 35 35 0.1 3.7 (0.1)
CIR 48.4 46.7 (1.70) 48.4 46.7 (1.7) 47.8 (1.1)
Tier 1 CAR 13.0 16.7 36 13.0 16.7 36 17.1 (0.5)
CAR 17.3 19.6 23 17.3 196 23 20.4 (0.8)
ROE 16.8 124 (4.5) 16.8 124 (4.5) 120 0.4
ROA 10 10 (0.1) 1.0 1.0 (0.1) 0.9 0.0

Source © Company, KBVS Research
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Exhibit 3: Expecting more softened CoF in the remaining quarters (%)
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Exhibit 5: Expecting better NPL on early bucket steps (%)
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Exhibit 7: Low-cost funding to limit rising interest expense (%)
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Exhibit 9: Sharia business unit NIM and NPF (%)
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Exhibit 4: Manageable CoC likely to remain intact (%)
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Exhibit 6: Improving LAR remain intact (%)
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Exhibit 8: Sharia business units Assets, Financing and Deposits (IDR tn)
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Exhibit 10: Currently trades at 0.4x "24F P/B slightly above its -2SD of 0.3x
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FINANCIAL TABLES
Exhibit 11: Profit & Loss
Year End Dec (IDR bn) 2021A 2022A 2023F 2024F 2025F
Interest income 25,795 25,907 28,658 30,954 33,924
Interest expense (12,804) (10,910) (12,969) (14,090) (15,342)
Net interest income 12,991 14,997 15,689 16,864 18,581
Non-interest income 2,363 2,210 2,273 2,331 2,426
Operating expenses (8,692) (9,374) (10,052) (10,693) (11,406)
Pre-provision operating profit 6,661 7,833 7,909 8,501 9,601
Loan loss provision (3,625) (4,018) (3,658) (3,791) (3,827)
Pretax profit 2,993 3,876 4,313 4772 5,835
Tax expenses (617) (831) (1,078) (1,193) (1,459)
Net profit 2,376 3,045 3,234 3,579 4,377
Exhibit 12: Balance sheet
Year End Dec (IDR bn) 2021A 2022A 2023F 2024F 2025F
Assets
Cash 1,540 1,662 1,772 1,805 2,005
Current Account BI 10,692 25,417 13,469 14,528 15,760
Interbank 28,996 14,446 20,201 21,789 23,638
Gov Bond 2,231 1,721 2,523 1,814 1,968
Marketable Securities 46,080 51,965 56,945 64,692 66,979
Loan 260,400 282,607 311,277 344,220 385,308
Fixed assets 5,737 6,354 7,036 7,688 8,310
Other assets 16,193 17,873 13,151 9,206 6,444
Total Asset 371,868 402,044 426,374 465,740 510,411
Liabilities
Interbank Deposit 71 175 136 136 136
Deposit from customer 295,952 321,923 336,713 363,190 393,994
Debts Sec and Subordinates 43,194 42,631 46,670 50,870 57,870
Other Liabilities 11,245 11,405 13,673 17,328 19,060
Total liabilities 350,462 376,135 397,193 431,524 471,061
Equity
Capital Stock 5,295 5,295 5,295 5,295 5,295
Additional Paid-in Capital 2,054 2,054 2,054 2,054 2,054
Retained Earnings 11,140 13,947 16,572 19,504 23,165
Other Equity 2,918 4,613 5,259 7,362 8,835
Shareholder's Equity 21,407 25,909 29,181 34,216 39,349
Non-controlling Interest - - - - -
Total Equity 21,407 25,909 29,181 34,216 39,349
Exhibit 13: Key performance metrics
Year End Dec (IDR bn) 2021A 2022A 2023F 2024F 2025F
NIM (%) 3.6 4.0 39 3.8 3.8
LDR (%) 92.9 92.7 97.4 99.9 102.8
CASA (%) 44.3 48.5 459 435 414
NPL (%) 4.4 3.5 3.6 3.5 3.4
ROE (%) 115 12.9 11.7 11.3 119
ROA (%) 0.6 0.8 0.8 0.8 0.9
CAR (%) 19.1 19.0 20.0 20.0 20.2
BVPS (IDR) 1,949 2,359 2,657 3,115 3,583
PER (x) 5.9 4.6 4.3 3.9 3.2
PBV (x) 0.7 0.5 0.5 0.4 0.4
Div. Yield (%) 0.0 43 4.6 5.1 6.3

Source: Company, KBVS Research
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This report is prepared by PT KB Valbury Sekuritas, a member of the Indonesia Stock Exchange, or its subsidiaries or its affiliates ("KBVS"). All the material presented
in this report is under copyright to KBVS. None of the parts of this material, nor its contents, may be copied, photocopied, or duplicated in any form or by any
means or altered in any way, or transmitted to, or distributed to any other party without the prior written consent of KBVS.

The research presented in this report is based on the information obtained by KBVS from sources believed to be reliable, however KBVS do not make
representations as to their accuracy, completeness or correctness. KBVS accepts no liability for any direct, indirect and/or consequential loss (including any claims
for loss of profit) arising from the use of the material presented in this report and further communication given or relied in relation to this document. The material
in this report is not to be construed as an offer or a solicitation of an offer to buy or sell any securities or financial products. This report is not to be relied upon in
substitution for the exercise of independent judgement. Past performance and no representation or warranty, express or implied, is made regarding future
performance. Information, valuations, opinions, forecasts and estimates contained in this report reflects a judgement at its original date of publication by KBVS and
are subject to change without notice, its accuracy is not guaranteed or it may be incomplete.

The Research Analyst(s) primarily responsible for the content of this research report, in part or as a whole, certifies that the views about the companies and their
securities expressed in this report accurately reflect his/her personal views. The Analyst also certifies that no part of his/her compensation was, is or will related to
specific recommendation views expressed in this report. It also certifies that the views and recommendations expressed in this report do not and will not take into
account client circumstances, objectives, needs and no intentions involved as a use for recommendations for sale or buy any securities or financial instruments.
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