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Small but swift

Long historical track record of 25 years w ith sufficient land bank

Owned by Pembangunan Perumahan (PTPP) and established in 1990 as a
business unit, PP Properti ( PPRO) has come a long away from just building
commissioned housing units , to developing apartments, commercial buildings

and hotels. Its  tot al land bank of 55ha; the largest is in Bekasi (25ha) and is
suffici ent for development up to 2035. Its main property portfolio includes 3
superblocks: 1 in Bekasi (Grand Kamala Lagoon) and 2 in Surabaya (Dharma

Husada and Grand Sungkono Lagoon). PPRO should benefit from its main

Bekasi locaton due to the ar ead sincene gravthgsuppdrteddy e
3mn inhabitants (Indonesi ads 4t h mo s t d e n)s wilhy
IDR3mn/month  minimum wage , presently the highest in the country.

Concept -driven dev  elopment with high plot ratios

A concept -driven developer, PPRO focuses on ensuring a higher quality of life
for its residents by providing plent y of green space with water feature s. The
companyds s t-uporates adroaskite projects are also backed by well -

designed common  grounds for social interaction and enviro nmentally -friendly

facilites. Hence, PPRO5 s pr oj e ct sof @ relatipely lasye  proportion  of
end-users, whichsh oul d in turn bode well for the
Additionally, t he management 6s tr ack tmeie o acarthy ability s

develop less
building are a coefficients (KLB) of

prime land banks into highly successful projects with high
more than 10  usually .

Beneficiary of SOE status and synergies from PTPP
PPRO benefits f rom parent -company synergies as it commissions PTPP as the
builder for most of its projects, ensuring not only timely completion but also

cost-ef ficiency advant ages. Looking a h eraa ,
construction portfol  io, the company sh ouldalso benefit from P’
to locate toll exits and entrances close to PPROOs project |l ocati
the companydés SOE status paves the way f
other SOEs owning under -utilized land banks such as Pertamina, t he state -

owned oil company, and BPJS, the Healthcare and Social Security Agency. We
note that PPRO has an edge over other SOE developers, helped by its strong
historical track record and innovative development concepts.

Fastest growing developer
Given its innovation and concept

; Safe fr om luxury tax ; BUY on 60 % upside
-based developments focusing on providing

an improved quality of life for its middle -class buyers, we expect PPRO to
enjoy the fastest 2015 F earnings growth  of 181 % y -y within our Property
universe. Additionally, PPRO is free from the governme nt 6 s u p cluxumyi r

property tax given its low unit pricing of between IDR700mn -1.5bn, targeted
at IDR7 -30mn/month income earners, a group forecast to grow from 42mn in
2012 to 68mn by 2020. To fund it s 2015 -16 expansion plans, PPRO has
obtained IDR909bn from its recent IPO, of which 75% would be utilized for
land bank purchases across various projects (exhibit 39). On valuation,
target price of IDR250 is based on a 50% discount to NAV (exhibit 3
60 % upside to our TP.  Risk: Slower -than -expected project completion.
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Exhibit 1. Company and shareholders info
Bloomberg code : PPRO 1J
Pembangunan Perumahan (%) 65.0
Pembangunan Perumahan 0.1
Employee Welfare Found.(%)
Free float (%) 34.9

Source: Bloomberg

Exhibit 2. Key forecasts and valuations

Year to 31 Dec 2013 2014 2015 F 2016 F
Revenue (IDRbn) 192 555 1,545 1,887

EBIT (IDRbn) 46 128 419 526
Net profit (IDRbn) 49 106 298 361
EPS (IDR) 5 12 21 26
EV/EBITDA (x) 25.2 12.1 7.3 6.6
PER (x) 28.9 134 7.4 6.1
FCFPS (IDR) 23 (19) (66) (45)

FCF yield (%) 0.2 (0.2) (0.5) 0.3)

BVPS (IDR) 101 113 157 176
PBV (x) 15 1.4 1.0 0.9
DPS (IDR) - - 2 6
Yield (%) - - 1.2 34
ROAA (%) 3.2 51 8.2 6.9
ROAE (%) 5.3 10.8 18.4 15.4
EBIT margin (%) 241 23.1 271 27.9
Net gearing (%) nc 7.5 39.1 52.9

Source: Bloomberg, Bahana estimates
Note: Pricing as of close on 15 June 2015

Exhibit 3 . NAV calculation

Portfolio Value (IDRbn)
Land bank 669
High rise 7,143
Recurring income 733
Add: Cash (2015F) 196
Less: Debt (1,058)
Less: Customer deposit 751
Adjusted NAV 6,932

No. of shares outstanding
m shares

Discounted value
Discount to NAV

Target price

Source: Bahana estimates

14,044

Disclosure: Bahana Securities does and seeks to do business with companies covered in its research reports. Investors should

making their investment decision.

Please see the important disclaimer information on the back of this report
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PP Prop erti

Year to 31 December 201 5F 2016 F

PROFIT & LOSS (IDRbn)

Sales 192 555 1,545 1,887 2,219 Robust 84 % revenue CAGR in
Gross profit 49 143 459 575 706 201 3-17F on rapid development
EBITDA 60 135 448 559 689 projects

Depreciation 14 7 29 33 40

EBIT 46 128 419 526 649

Net interest inc./(expense) - 1 (46) (73) (84)

Forex gain/(losses) - - - - -

Other income/(expense) 4 2 2 2 2

Pre -tax profit 51 131 375 455 566

Taxes 2) (25) 77) (94) (1112)

Minority interest - - - - -
Extraordinary gain/(losses) - - - - R

Net profit 49 106 298 361 455

BALANCE SHEET (IDRbn)

Cash and equivalents 32 229 196 167 220 Cash |l evels to fall
S-T investments - - - - -

Trade receivables 199 439 1,270 1,551 1,824

Inventories 817 1,529 1,866 2,190 2,589

Fixed assets 207 218 441 737 984

Other assets 181 315 803 1,254 1,535

Total assets 1,437 2,731 4,577 5,899 7,151

Interest bearing liabilities - 307 1,058 1,478 1,478

Trade payables 21 752 892 1,079 829

Other liabilities 491 640 420 865 2,019

Total liabilities 512 1,699 2,371 3,421 4,326

Minority interest - - - - -

Shar eholders' equity 925 1,031 2,206 2,478 2,825

CASH FLOW (IDRbn)

EBIT 46 128 419 526 649

Depreciation 14 7 29 33 40

Working capital (5) 536 (186) 71 734

Other operating items (8) (22) (121) (165) (194) é t o support el evi
Operating cash flow a7 649 141 465 1,229 l evel s although é
Net capital expenditure 161 (821) (2,067) (2,095) (957) '

Free cash flow 207 (172) (926) (630) 272

Equity raised/(bought) 913 - 909 - -

Net borrowings - 296 168 690 (110)

Other financing (2,104) 72 (183) (89) (109)

Net cash flow 16 196 (32) (30) 53

Cash flow at beginning 16 32 229 196 167

Ending cash flow 32 228 196 167 220

RATIOS

ROAE (%) 5.3 10.8 184 154 17.2

ROAA (%) 3.2 51 8.2 6.9 7.0

Gross margin (%) 25.3 25.7 29.7 30.5 31.8

EBITDA margin (%) 314 24.3 29.0 29.6 31.0

EBIT margin (%) 24.1 23.1 27.1 27.9 29.2

Net margin (%) 25.6 19.1 19.3 19.1 205

Payout ratio (%) - - 30.0 30.0 30.0

Current ratio (x) 8.0 2.1 2.1 2.0 1.6

Interest coverage (x) na na 9.1 7.3 7.7

Net gearing (%) nc 7.5 39.1 52.9 445 é net gearing i s |
Debts to assets (%) 0.0 11.2 23.1 25.1 20.7 remain healthy at around 53 %
Debtor turnover (days) 335 210 300 300 300 at its peak in 2016

Creditor turnover (days) 38 343 300 300 200

Inventory turnover (days) 2,691 1,039 571 564 577

MAJOR ASSUMPTIONS Marketing sales growth to fall
Marketing sales (IDRb) 407 1,203 2,233 2,902 3272  to more manageable levels in
Marketing sales growth (%) - 195.9 85.6 30.0 12.8 2016 -17F

Source: Company, Bahana estimates

Robin Sutanto  (robin @bahana.co.id) +6221 2505081 e xt. 3620
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BUSINESS OUTLOOK

Developments since 1991; Middle  -income as a more recent target market

PPRO was founded as a development  -focused branch office of a well ~ -established SOE ~ PPRO 6 s devel opment
construction company PTPP in 1990. Its first projects, completed in 1991, included back to 1991 ¢
housing units for the Jatiluhur Housing Authority (JHA), Bandun

and 2 shop houses, and the Permata Puri residential cluster in Bogor.

Exhibit 4. PPRO6s first residenti a® projects, 1991

Jatiluhur Housing Authority e wi t h smal | .
employeeresidential complex, Permata PuriCibubur clusters and low -rise
Purwakarta bu ildings in Purwakarta,

Bandung and Bogor

Bumi Kopo Kencana 1 shop Bumi Kopo Kencana 2 shop
houses houses

Source: Company

In 1995, the company was formally recognized as a business unit within PTPP, After being formally
following the groundbreaking of housing clusters Taman Griya Per mata in Bali and recognized as a business unit
Perumahan Permata Puri Laguna in Cibubur. The company then followed up with é

Bukit Permata Puri Semarang, another housing cluster development, in 1996; this is

still continuing  with expected completion in 2016.

Exhibit 5. PPROG6 s pr o jazadhtsmessu nit, 1995

€é PPROb6s project S i
steadily

Taman Griy®@ermata, Bali Permata PuriLagunaCibubur

Source: Company

Bahana Securities i Equity Research T PPRO 1J
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Exhibit 6. Bu kit Permata Puri, Semarang, 1996

S Its next project, located in
Semarang, is still ongoing
this year

Source: Company

High -rise projects

PPRO began its first forays into high -rise developments with Paladian Park, an In 20009, the compan y
apartment complex located in Kela pa Gading, Jakarta, with a total gross floor a rea branched out to building
(GFA) of 155 , 03 0s g m. Pal adi an bréakimgkwas in §90870 and through high -ri se buil dings
various phases of development, saw completion in 2009. Its next high -rise project

was Patria Park in  Cawang, Jakarta, commencing in 2004 and comple ted in 2007. The

late -2000s also saw PPRO extending into commercial prop erties with Mall Serang,

Banten, in 2009, and Grand Slipi Tower, an office building, in 2010. In addition, PPRO

ventured into hotels in 2010 with the ope ning of Park Hotel Jakarta, a 3 star, 162 -

room hotel in Cawang, marking the first of its Park H otel line. A's econd 3 star hotel

under its Park brand was opened in Bandung in 2013, comprising 12,727sqm in GFA

across 127 rooms. We note that since 2012, PPROS s  hrisg rojects have been

growing steadily, having dominated total marketing sales by 2014.

Exhibit7 . PPROG6 s f i r stise residgnhial projects, 1997 -2004

€ beginning with
towers in Jakarta

PaladiarPark, Kelapa Gading, PatriaPark, Cawang,
Jakarta Jakarta

Source: Company

Bahana Securities i Equity Research T PPRO 1J
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Exhibit 8. PPRO6s first commercial -1projects, 2009

Mall Serang, Banten Grand Slipi Tqvx_er, Jakarta

Park HoteDakarta

Park Hotel Bandung

Source: Company

Exhibit 9. Marketin g sales breakdown 2012 -14

IDRbnN
1,400

1,200 -
1,000
800 -
600 - 95.2%
400 -

41.4%
200 -

47.4%

o - o
2012 2013 2014

m Commercial = Highrise - refer "Highrise” tab = Landed

Source: Company

Exhibit 10. Residential breakdown by market segment, 2012 -14

(IDRbn)

1,400 -
1,200 |
13.9%

1,000 -|
800 -
600 -|

400 -

200 -|
23.29%

o

2012 2013 2014

Residential - middle m Residential - low

Source: Company

On payment terms, mortgages make up the largest prop ortion at 50%, followed by
in-house installments at 40% and cash at 10%. This is due to PPRO6 s rkesing sales
mix having been dominated by its Surabaya projects, at which mortgages formed the

most popular payment method.

16 June 2015

é foll owed by
buildings

High -rise portfolio has been
growing to dominate
marketing sales mix

More recently, we note that
PPRO has targeted the

middle -income class for the
majority of its residential
projects

Due to contribution from its
Surabaya

Bahana Securities i Equity Research i PPRO 1
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Exhibit 11. Payment terms across PPRO6s projects

(%) € PPRO has seen mortgages

60 1 being the most popular form

o | of payment

40 -

30 -

20 -

10 -

Cash Mortgage Internal Installments
m Cash Mortgage ™ Internal Installments

Source: C ompany
2013: Spin  -off & start of aggressive expansion phase
In 2013, with plans to launch superblocks in the works, PPRO was spun off into its Spin -off in 2013 given
own legal entity, separate from its parent PTPP, marking the start of t he aggesspeacrpudisn stage
aggressive expansion phase with the superblocks Grand Sungkono Lagoon (GSL),
Grand Kamala Lagoon (GKL) and North East Square (NES) within its pipeline.
Grand Sungkono Lagoon
GSL was launc hed in September 2013. Located on a 3.6ha land bank next to Golden PPRO G s first sup
City Mall and purchased for IDR382bn (IDR8.3mn/sgm), GLS has a KLB of 10.48 and kicked off in 2013
would be PPROS s firsdenki gh devel opment . Di splaying its fibeyond S P
development approach, PPRO designed GSL with plenty of amenities to cater for the
well -being of it s residents. Surrounding a water lagoon, the facilities which would be
offered include 5 thematic gardens, a river walk, splash pads, fountains and health
tracks for exercise on top of the standard condominium facilities. It was designed in
collaboration with Green Building Council Indonesia for the optimum window -wall
ratio. Upon completion, PPRO expects GSL to total 240,000sgm in residential GFA. It
would also include a 22,000sgm (NLA) commer ci al area to cater for residentsod dai
and entertainment needs, and further ahead , PPRO plans to include an office tower

and a hotel within GSL.

Exhibit 12. Location of Grand Sungkono Lagoon

Located along JI. Mayj end
Sungkono, GSL is located

close t o Surabayabds
ring road

>
Cirand Sunghoto |
Lagoon

@

GOLDEN CITY

MALL g

JL ABDUL WAHAB SIAMIN

T Ra
INTERNASIONAL JUANDA

Source: Company

Bahana Securities i Equity Research i PPRO 1
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Exhibit 13. Rendering of Grand Sungkono Lagoon

GSL is expected to be one of

Surabayads tallest
buildings
Source: Comp'an); A
Venetian, the first tower launched at GSL, was offered at an ASP of IDR14mn/sgm in Venetian, GSLO6s f
September 2013. It was sold out within a year with the final ASP at IDR21mn/sgm, was first launched in 3Q13
translating to a  50% increase. Totaling 34 storey s, Venetian is expected to have with é
34, 703sgm in total GFA. Groundbreaking took place in mid -2014. As of Februar vy
2015, PPROwas in the process of constructing Venetiands basement.

Exhibit 14. Venetian, construction progress, February 2015

é g r o wreaking in mid -
2014, and i ts construction is
current ly at the basement
stage

Source: Company

Exhibit 15. Venetianbds payment ter ms
(%) Huge majority of buyers
100 1 chose mortgage payments
90 1 over the typically more
80 1 popular internal installments
70 -
60 -
50
40 -
30
20
10 1 0.5
(o]
Cash KPA Internal Installments
m Cash = KPA minternal Installments
Source: Company
A second tower, Caspian, was launched on 21 January 2015, at an ASP of Caspian, GSLO6s sec
IDR22.5mn /sgm. Caspian would be 48 storey s high with  a total GFA of 46,750sqm. was launched on 21 Jan uary
Groundbreaking is expected to be held in August 2015. 2015 ¢

Bahana Securities i Equity Research T PPRO 1J
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Exhibit 16. Caspian, launched January 2

é wi th groundbr
planned for August

v i
~u

Ty

MRl e

Source: Company

Grand Kamala Lagoon

Following GSL, PPRO commenced monetization of its 27ha Kalimalang, Bekasi, land Launched in May 2014, GKL,
bank with the launch of Grand Kamala Lagoonds ( GKL) i NGK Mawhere2 0 IPPRO  expects to
development would encompass 7 phases up to 20 35, and is expected to generate establish its main presence,
IDR46tn in total marketing sales. PPRO expects GKL to be its main foothold within the é

Indonesian property universe, ev entually developing it to be its flagship township.

PPRO accumulated ownership of the land bank from 1983 -2003 for a total of

IDR121bn (IDR485k/sgm).

Exhibit 17. Location of Grand Kamala Lagoon

é i s |l ocated in |
complete with various
——cuemg =T e Metrspotian vt altern ative access ways
e
&
1 [N
Source: Company

Exhibit 18. Architectds model of Grand Kamala Lagoon
T e ~ . High 10.6  KLB obtained for
GKL

Source: Company

Bahana Securities i Equity Research T PPRO 1J
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PPRO has obtained a KLB of 10.6 f or GKL@hasef, and expects to build 3 pairs of Located in Kalimalang, GKL
conjoined condominium towers and an additional standalone towe r, each building boasts various alternative
being 45 storey s high, translating to a total residential GFA of 418,340sqm across the access ways

4 towers. Foll owing GSLO6s c dnwclede parigus Oaéler -baseds | d al s o

attractions and amenities, including a lagoon, several koi ponds, water gardens, a

tropical terrace, a greenway belt, water taxis, and health tracks. In line with GSL,

GKL would also have a commercial area cateringto residents 6 daily and entertainment

needs. It would span 26,000sgm in NLA, and has garnered interest from Lotte as well
as Aeon.

Exhibit 19. Bi r dejesviewof PPROGs Kali malang |l and bank

PPRO 6 s Kal i mal ang
s A i t AL 2 ) ‘ bank, marked by the green
- — vie S LT S e wav Aot e e area circled, i s expected to
Univercitas: . pooluid g last the company 20 years
GUnadarma li:[\_'p‘.‘! J
Source: Company
For improved access, GKL would also include a IDR90bn, 26x300m bridge connecting A bridge would be

GKL with the Jakarta -Cikampek toll road and the planned B ekasi -Cawang -Kampung  established to vastly improve
Melayu (Becakayu) toll road. A monorail stop, part of the Jakarta Monorail project, is GKLOs access with
also planned to be stationed at the foot of the bridge. Furthermore, a Shinkansen line

i s currently being pl anned to p a smeling dd oPPROS SSKL 6 s entrance, acc
management.
Exhibit 20. Rendering of Grand Kamala Lagoonds access bridge
é J ata -Cikampek and
Becakayu toll roads, as well

as monorail stops

Source: Company

Bahana Securities i Equity Research i PPRO 1
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Exhibit 21. Grand Kamala Lagoonds access kridge, currently 95%

Construction  progress  of
GKL®6s access
currently at 95%

Source: Bahana

Exhibit 22. Phase -mood lighting at Grand Kamala Lagoon

An example of a comfort -
enhancing feature at PPRO G s
unit at GKL, also available at

its other projects

Source: Co mpany

Exhibit 23. Grand Kamala Lagoon T buyersd payment ter ms

oo Unlike GSL, major.i

buyers prefer internal

60 1 installments

50

40

30

20

10 -

.

Cash KPA Internal Installments
= Cash KPA m® Internal Installments

Source: Company, Bahana
PPROIl aunched GKLO&s first tower , E mamr ASPdof IDR1#  300d ddlasy per2oOnhrte att
mn/sgm and currently only has a few penthouses remaining unsold. Totaling 45 Emeral d, GKLOos fii
storey s , Emeral dos planned total GFA is e x pvéhcall euy the pighest r e g-el 7
Groundbreaking took place in Au  gust 2014 and construction progress is currently penthouses so  Id

underway at the foundation level.

Bahana Securities i Equity Research i PPRO 1



= i 2014 wia, stitutional
f AH A Finance Asia's SoUE vt Highest
. 2014 B
Dalwa @ B ANA s & W | RosearchCall ~ Mt 16 June 2015
Capital Markets PT Bahana Securit . RE-—A o=
lahana Securities

Exhibit 24. Emerald, construction progress, February 2015

With groundbreaking in mid -
2014, constru  ction of
Emerald is currently at the
basement stage

Source: Compa ny

Decent take -up at G k

GKL6és second offering, Barclay, was fowima,mooyslecgnlégﬁ%rmfd on 23 Mar (

units at its North tower offered at IDR16mn/sgm. 700 units were sold during the
launch, translating to a 70% launch -day take -up rate. PPRO expects to launch Barclay
South in July and break ground for Barclay North and South in August 2015.

North East Square

PPRO plans to launch its third superblock, North East Square (NES ), on a 4.2ha land North East Square, PPRO G s
bank in East Surabaya by Jin. Dharma Husada, which PPRO purchased in 2014 at third upcoming superblock , is
IDR15/sqm. The location is within walking distance to the Al Azhar educational é

institution, Institut Teknologi Sepuluh Nopember (ITS) and Universitas Airla ngga, the

latter 2 being among Surabayads | argest uni versities. Ot her educational
the vicinity include Universitas Surabaya and Universi tas Muhammadiyah . This would

be NESO6 main attract i owith eliatce anedhle surrougding studen t t
population. For this project, PPRO has obtained a KLB of 10.

PPRO plans to launch 8 residential towers at NES, 2 of which would be higher -end. é expected t o c
The first tower is planned for launch in August -September 2015 at an ASP of [IDR9.2tn in total marketing
IDR15mn/sgm . IDR9.2tn in total marketing sales is expected from NES. It would also sales

include a 5,000sgm  (NLA) commercial area which would include a thematic indoor

area simulating the outdoors, a karaoke area and a theater catering f orstudent so

lifestyle needs, to comple  ment nearby shopping malls r ather than being a head -to-
head competitor.

Exhibit 25. NES location

Located within close
proximity of several
educational institutions, NES
is targeted towards students

Source: Comp any

Bahana Securities i Equity Research i PPRO 1

1



