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SMGR: The Rebound Begins

SMGR: The Rebound Begins

SMGR booked 14% QoQ revenue growth, post the second highest growth since 2008,
reaching Rp 7.6tr in 1H11. Revenue posts 48% realization of consensus target,
which is normal as usually 2Q is the beginning of cements peak season, topped in
3Q. However, operating profit has reaching 47% consensus estimates, drive to the
48% realization of net profit margin.

Price to Offset…

Hit by full utilization rate, SMGR increase the price for 2% YoY at the backbone of
strong consumption growth while the other tends to decrease its price. SMGR post
9.1mn tons during 1H11, increase 9.2% YoY.

However, the higher COGS likely drive the margin decrease for 1.5% YoY. The most
contributed COGS component for decrease the margin is the raw material used,
increase 30% YoY.

Although hampered by full capacity issue, it still booked 15%YoY additional net profit
with the support from other income that increases for 58% YoY due to the sales of
scrap material, support the net profit margin increase 20 bps YoY.Michele Gabriela

Equity Analyst
michele.gabriela@trimegah.com

SMGR

 Source: Company, Bloomberg

 QoQ (Rpbn)  2Q11  1Q11  QoQg (%)  Qtr Margin (%)  2Q11  1Q11

 Revenue  4,052  3,554  14.0

 GP  1,852  1,644  12.6  GPM  45.7  46.3

 OP  1,214  1,058  14.7  OPM  30.0  29.8

 NP  1,002  871  15.1  NPM  24.7  24.5

 YTD YoY (Rpbn)  2Q11  2Q10  YoYg (%)  YTD Margin (%)  2Q11  2Q10

 Revenue  7,606  6,661  14.2

 GP  3,496  3,161  10.6  GPM  46.0  47.5

 OP  2,273  2,050  10.8  OPM  29.9  30.8

 NP  1,873  1,627  15.1  NPM  24.6  24.4

 Bloomberg Est (Rpbn)  Realization (%)  Margin (%)

 Revenue  15,950  47.7

 OP  4,889  46.5  OPM  30.7

 NP  3,917  47.8  NPM  24.6

Source: Company, TRIM Research
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…While Waiting for Additional Capacity

We believe that SMGR will continue to deliver earnings growth as the demand tar-
geted by Indonesia Cement Association to increase 8.0% this year vs 6.0% last year
and the volume reaches 9.2% YoY in 1H11. Hence to grab back its market share,
SMGR will ready for its 5mn tons factories in Tuban and Tonasa plant at the end of
this year. This will add 25% of SMGR current capacity and re-established itself as the
leader in the market with 25mn tons annual capacity.

Valuation

SMGR currently traded at 14.3 x forward PE, a discount among its peers while the
industry traded at 15.1 x forward PE. The production capacity problem may justify
this discount valuation. However, since the new plants will start to operate at the
end of this year, with 5mn tons production capacity, the capacity problem won't be a
relevant issue in medium term. Hence, we expect SMGR to be traded in premium
valuation instead of discount, backed by it market leadership.
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DISCLAIMER

This report has been prepared by PT Trimegah Securities Tbk on behalf of itself and its affiliated companies and is provided for information
purposes only. Under no circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to buy. This report has been
produced independently and the forecasts, opinions and expectations contained herein are entirely those of Trimegah Securities.

While all reasonable care has been taken to ensure that information contained herein is not untrue or misleading at the time of publication,
Trimegah Securities makes no representation as to its accuracy or completeness and it should not be relied upon as such. This report is provided
solely for the information of clients of Trimegah Securities who are expected to make their own investment decisions without reliance on this
report. Neither Trimegah Securities nor any officer or employee of Trimegah Securities accept any liability whatsoever for any direct or
consequential loss arising from any use of this report or its contents. Trimegah Securities and/or persons connected with it may have acted upon
or used the information herein contained, or the research or analysis on which it is based, before publication. Trimegah Securities may in future
participate in an offering of the company's equity securities.


