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Investment highlights:

Growing performance in 1H11

Large business expansion opportunities for engineer

             ing procurement and construction (EPC) business

Significant contribution from subsidiaries

Recurring income from power plant operation

Net cash position

Significant improvement from manufacturing and

           trading
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Improving operating perfor-
mance in 1H11

WIKA recorded significant revenue improvement by 31.5% to Rp3.3 trillion in
1H11. The main revenue contributor was construction service, which rose by
35.8% yoy to Rp1.7 trillion. Revenue from subsidiaries also improved meaning-
fully. The highest percentage growth was recorded by manufacturing and trad-
ing, which increased by 53% yoy to Rp212.05 billion. On the other hand, the cost
of construction service also increased significantly by 60.5% yoy to Rp1.8 trillion.
The main reason was that the cost of two power plants projects in North Sulawesi
and South Kalimantan has been recognized but the revenue has not recorded
yet due to the claim agreement. In total, cost of sales rose by 35.8% yoy to
Rp3.08 trillion. Thus, gross profit declined by 7.2% yoy to Rp236.3 billion. The
company recorded significant improvement in income from joint operations to
Rp68.6 billion in 1H11 from Rp15.9 billion in 1H10. WIKA booked significant growth
in gross profit after joint operations by 11.3% yoy to Rp304.9 billion. Net profit
only rose slightly by 0.2% yoy to Rp141 billion in 1H11.

WIJAYA KARYA 
Rp billion 1H11 1H10 chg 
Revenue 3,313.1 2,519.6 31.5% 
Gross profit 236.3 254.6 -7.2% 
Operating profit 209.5 181.6 15.4% 
Net profit 141.0 140.8 0.2% 
Gross margin 7.1% 10.1%  
Operating margin 6.3% 7.2%  
Net margin 4.3% 5.6%  
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Improving operating...

        Source: WIKA financial report in 1H11, processed by BNIS Research

Expansion of Wika Realty Another subsidiary of WIKA, PT Wika Realty, showed significant improvement.
The revenue of WIKA Realty increased by 37.5% yoy to Rp150.2 billion in 1H11.
The contribution of Wika Realty to total revenue also improved slightly to 4.5% in
1H11 from 4.3% in 1H10. Currently Wika Realty has a number of projects, such
as apartment, commercial building and office where are located in Jl. DI Panjaitan
kav 3-4 East Jakarta. The ground breaking has been conducted on March 14th,
2011. Another project of Wika Realty is Tamansari Semanggi, consist of apart-
ments which are closed to prime business area in Jakarta.

Plan of WIKA Beton Divest-
ment

Previously WIKA had a plan to divest one of its subsidiaries, PT Wika Beton. The
subsidiary holds majority market share in domestic concrete market. The latest
update has indicated that WIKA has been delaying the divestment plan for some
period of time. It is mainly because the subsidiary will develop its 8th plant which
is located in Cikampek, West Java. The objective is to support the development of
escalated non-toll road in Casablanca Road, South Jakarta. Therefore, WIKA de-
cided to delay the initial public offering (IPO) of PT Wika Beton.

Source: WIKA presentation material for May 2011
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EPC business improvement

Capital expenditure (capex
plan) for 2011F

WIKA proves that the company develops many power plants in Indonesia. The
company will develop gas power plant (PLTG) in Rengat, Riau with capacity of 20
MW. WIKA formed consortium to build the power plant with PT Prastiwahyu Trimitra
Engineering and PT Navigat Energy. In the consortium, WIKA holds the majority
ownership of 53%. The construction period is expected to be 180 days, starting
from end of August 2011. WIKA will sell its electricity to state owned electricity
company (PLN) in amount of Rp335 per KwH (kilo watt hour).

The company will also develop gas power plant in Borang, East Palembang, South
Sumatra with capacity of 60 MW (megawatt) with estimated construction period
of 18 months. The investment value is Rp580 billion.

WIKA already completed the development diesel power plant in Bali with capacity
of 3 x 18 MW with scheme of BOT (build, operate and transfer) for 8 years + 1
year of construction. The company cooperates with Mirlindo Pandu Kencana with
WIKA's ownership of 84.61%. The investment value of the project is Rp544 bil-
lion.

WIKA budgeted capex for 2011F in the amount of Rp522 billion. The biggest amount
is for the power plant of Rp150 billion with schemes of BOO (build, own and
operate) and BOT (build, operate and transfer). Another large amount for the
capex in 2011F is allocated for the development of Surabaya - Mojokerto (Sumo)
toll road with the amount of Rp60 billion. In the project, WIKA cooperates with
Jasa Marga and PT Moeladi. WIKA holds minority ownership of 20% in the consor-
tium.

For capturing potential market in asphalt, WIKA through Wika Bitumen is devel-
oping Buton asphalt plant with annual capacity of 50,000 metric tons (MT). Buton
island has reserves of approximately 600 million MT. The mini plant has suc-
ceeded. In 2011F WIKA allocates Rp50 billion for the plant. Total investment for
the plant is approximately Rp263 billion.

Total capex for subsidiaries is Rp178 billion. Most of its capex is for financing Wika
Beton with the amount of Rp175 billion.
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Capital expenditure...

Valuation and recommenda-
tion

As a construction company, WIKA does not rely heavily on construction revenue.
In 1H11, the contribution of construction revenue was 48%, slightly declined
from 51% in 1H10. The company has significant revenue contribution from sub-
sidiaries, mainly from Wika Beton. The amount from the subsidiaries also improve
substantially in recent years. Thus, WIKA is able to compensate the fluctuation
of construction revenue by having significant revenue from subsidiaries. The com-
pany also has the right strategy for improving its subsidiaries. Such as developing
the 8th plant for Wika Beton and developing The Walk of Cawang in East Jakarta
for Wika Realty.

WIKA focuses on government projects with much better of payment certainty
compared to private projects. Based on data from National Development Planning
Agency (Bappenas), Ministry of Public Works has a plan for infrastructure spend-
ing with amount of Rp56.5 trillion in 2011F. The figures give a big opportunity for
the company to expand its business. Meanwhile for private projects, WIKA se-
lects the project owners prudently in order to secure the company's cash flow.

For financing the projects, the company implements self-financing project policy.
In the policy, every project must be able to finance itself. WIKA also implements
centralized financial strategy for acquiring building materials. It can increase the
company's bargaining power against its suppliers. Regarding with its performance,
we expect WIKA to book revenue of Rp7.5 trillion with net profit of Rp308 billion in
this year. The target price for WIKA is Rp750 per share for the next 12 months by
using DCF method with WACC of 12.75%.

Source: WIKA presentation material for May 2011
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Valuation... The target price is a potential upside of 34% from WIKA's closing price of Rp560
per share as of September 16, 2011. We set BUY recommendation for the stock.

 WIKA Comparation to Peers

2011 2012 2011 2012
ADHI 4.06 3.05 1.01 0.82
WIKA 10.63 8.22 1.62 1.43
PTPP 8.32 5.90 1.66 1.54
Average 7.67 5.72 1.43 1.26
Source: BNIS Research estimate

PER PBV

       Source: WIKA financial report and BNIS Research estimates
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Valuation...

     Source: WIKA financial report and BNIS Research estimates
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APPENDIX

 WIJAYA KARYA

INCOME STATEMENT
Rp billion 2009A 2010F 2011F 2012F
Revenues 6,591 6,023 7,499 9,153
Gross profit 623 633 765 929
Operating profit 485 478 580 707
Other income (expenses) (137) (4) (32) (19)
Net income 189 285 308 399

 BALANCE SHEET
Rp billion 2009F 2010F 2011F 2012F
Cash 1,211 1,228 1,383 1,668
Current assets 4,963 5,123 5,297 6,103
Fixed assets 738 1,164 1,287 1,360
Total Assets 5,701 6,286 6,584 7,462

Liabilities
Short term liabilities 3,436 3,642 3,612 4,152
Long-term liabilities 629 728 840 900
Total Liabilities 4,065 4,370 4,451 5,052

Minority 103 115 115 115

Equity
Capital stock 585 600 600 600
Retained earnings 386 608 824 1,103
Total Equity 1,533 1,802 2,017 2,295

Total Liabilities & Equity 5,701 6,286 6,584 7,462
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APPENDIX

 CASH FLOW STATEMENT
Rp billion 2009A 2010F 2011F 2012F
Cash flow from operating activities
Received from customers 6,796 5,320 6,674 8,146
Payment to suppliers and customers (5,581) (4,777) (6,061) (7,401)
Payment for operating expenses (161) (194) (270) (302)
Net cash provided by (used for)
   operating activities 878 210 190 257
Cash flow from investing activities
Acquisition of fixed assets (40) (145) (100) (175)
Other investing activities (40) (5)
Net cash provided by (used for)
   investing activities (207) (417) (100) (175)
Cash flow from financing activities
Increase (decrease of bank loan) (477) 247 250 300
Payment of dividend, tantiem (50) (76) (73) (73)
Share buyback (11)
Net cash provided by (used for)
   financing activities (512) 224 65 202
Increase (decrease) of net cash 159 17 155 284
Beginning balance of cash 1,051 1,211 1,228 1,383
Ending balance of cash 1,211 1,228 1,383 1,668

Financial Summary       
  2009 2010 2011E 2012E 
Revenue (Rp bn) 6,591 6,023 7,499 9,153 
Gross profit (Rp bn) 646 673 805 959 
Operating profit (Rp 
bn) 485 478 580 707 
Net income (Rp bn) 189 285 308 399 
EPS (Rp) 32.3 48.7 52.7 68.2 
EPS growth (%) 20.9 50.6 8.2 29.4 
Equity (Rp bn) 1,533 1,802 2,017 2,295 

Net debt (Rp bn) -1,054.4 -864.2 
-

1,013.1 -1,282.5 
Total asset (Rp bn) 5,701 6,286 6,392 7,295 
Dividend/share (Rp) 10.0 14.6 15.8 20.4 
Dividend yield (%) 1.8 2.6 2.8 3.7 
Book value/share (Rp) 262.0 308.0 344.9 392.3 
PER (x) 17.3 11.5 10.6 8.2 
PBV (x) 2.1 1.8 1.6 1.4 
PEG (x) 0.8 0.2 1.3 0.3 
Gross margin (%) 9.8 11.2 10.7 10.5 
Operating margin (%) 7.4 7.9 7.7 7.7 
Net margin (%) 2.9 4.7 4.1 4.4 
ROE (%) 12.3 15.8 15.3 17.4 
ROA (%) 3.3 4.5 4.8 5.5 

Net debt to equity (x) 
net 

cash 
net 

cash 
net 

cash 
net 

cash 
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This document is not intended to be an offer, or a satisfaction of an offer, to buy or sell relevant securities (i.e. securities mentioned herein or of the same issuer and options,
warrants or rights to or interest in any such securities). The information and opinions contained in this document have been compiled from or arrived at in good faith from
sources believed to be reliable. No representation or warranty, expressed or implied, is made by BNI SECURITIES or any other member of the BNI Group, including any
other member of the BNI Group from whom this document may be received, as to the accuracy or completeness of the information contained herein. All opinions and
estimates in this report constitute our judgment as of this date and are subject to change without notice.

Dokumen ini tidak diperuntukan sebagai suatu penawaran, atau permohonan dari suatu penawaran, permintaan untuk membeli atau menjual efek dan segala hal yang
berhubungan dengan efek (seperti efek yang disebutkan disini, atau dari emiten yang sama, dari waran atau hak memesan efek atau kepentingan lain dari efek tersebut).
Seluruh informasi dan opini yang terdapat dalam dokumen ini dengan cara baik telah dihimpun dari atau berasal dari sumber-sumber yang dapat dipercaya dan diandalkan.
Tidak ada pengatasnamaan atau jaminan, baik secara langsung maupun tidak langsung dari BNI SECURITIES atau pun pihak-pihak lain dari Grup BNI, termasuk pihak-
pihak lain dari Grup BNI dari mana dokumen ini dapat diperoleh, terhadap keakuratan atau kelengkapan dari informasi yang terdapat dalam dokumen ini. Seluruh pendapat
dan perkiraan dalam laporan ini merupakan pertimbangan kami pada tanggal tertera dan dapat berubah sewaktu-waktu tanpa pemberitahuan.
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