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Strong 3Q recovery trend with +70% q-q NP
Quick Note

Sales improvement boosted by margin expansion

SMSM reported a strong recovery trend in 3Q20 as net profit (NP) reached IDR150bn (-
14% y-y; +70% g-q) driven by improving sales performance on easing lockdown measures
and better market demand coupled with overall margin expansion. Revenue in 3Q20 grew
to IDR839bn (-17% y-y; +27% qg-q) from its 2Q20 low with both domestic and export sales
showing g-q improvement. Consolidated gross profit (GP) and EBIT margin also expanded
g-q by 300 and 600 basis points, respectively, supported by benign material cost and
overall cost efficiency. This brings SMSM’s 9M20 NP to IDR353bn (-13% y-y; 70% of our
FY20F) on revenue of IDR 2.3tn (-17% y-y; 64% of our FY20F). Overall, the NP is still
relatively in line with our FY20F target as we expect the recovery trend to continue in
4Q20 despite some downside risk to our revenue estimate.

Segment breakdown

Recovery was seen across all business segments in 3Q20 with radiator/trading segment
(10%/32% of total revenue) posting the strongest growth at +43%/+33% g-q, while filter
segment (55% of revenue) posted +18% g-g. On the GP margin side, majority of the
segments also recorded margin expansion with the exception of trading segments’
relatively stagnant margin. Additionally, the body maker segment still reported a negative
GP margin in 3Q20 despite showing a promising recovery trend.

Valuation and risks

Our TP of IDR1,500 is based on a FY21F target P/E multiple of 15.2x, which is still below
its +1SD historical level. The stock is currently trading at 14.1x FY21F P/E. Downside risks
include: sharp IDR appreciation, prolonged economy lock-down due to COVID-19, and
significant jump in raw material costs.
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Fig. 1: SMSM 3Q20 results

IDR bn 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3020 % Y-y % q-q 9M19 9M20 %Yy-y  %FY20F
Revenue 891 881 1,013 1,150 803 661 839 -17% 27% 2,786 2,303 -17% 64%
GP 266 236 328 363 244 194 272 -17% 40% 829 709 -14% 66%
EBIT 177 145 231 240 153 110 190 -18% 72% 552 454 -18% 63%
EBITDA 203 173 263 286 186 143 225 -14% 57% 639 554 -13% 60%
Net interest (1) (1) (2) (1) (2) (2) (1) (4) (5)

FX gain (loss) 7) () 2 (10) 106 (84) 24 (6) 46

Associates 2 2 1 1 2 (0) (0) 4 1

Others 8 12 12 15 (81) 92 (13) 32 (2)

Pre-tax profit 179 154 245 244 178 116 200 -18% 73% 578 495 -14% 69%
NP 125 109 174 170 115 88 150 -14% 70% 408 353 -13% 70%
GP margin 29.8% 26.7% 32.3% 31.5% 30.4% 29.3% 32.4% 0.0% 3.1% 29.8% 30.8% 1.0%

EBIT margin 19.8% 16.4% 22.8% 20.8% 19.1% 16.7% 22.7% -0.1% 6.0% 19.8% 19.7% -0.1%

NP margin 14.0% 12.4% 17.1% 14.8% 14.3% 13.3% 17.8% 0.7% 4.5% 14.6% 15.3% 0.7%

Source: Nomura estimates, Company data

Fig. 2: SMSM pre-elimination revenue breakdown (IDR bn)

Revenue 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20 % Y-y % q-q 9M19 9M20 % Y-y

Domestic 308 284 355 410 293 177 215 -39% 22% 947 684 -28%
Export 583 598 659 740 510 484 624 -5% 29% 1,839 1,619 -12%
Revenue (pre-elim) 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20 % Y-y % q-q 9M19 9M20 % Y-y
Filter 659 668 721 810 579 522 616 -15% 18% 2,049 1,716 -16%
Radiator 79 78 92 99 81 63 91 -1% 43% 249 236 -5%
Body maker 48 55 86 98 36 9 13 -85% 36% 190 58 -69%
Trading 227 198 280 283 245 204 272 -3% 33% 704 721 2%
Others 105 82 99 108 92 59 60 -39% 2% 286 210 -26%
Source: Nomura estimates, Company data
Fig. 3: SMSM pre-elimination GP breakdown
Gross profit (pre-elim) 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20 % Y-y % q-q 9IM19 9M20 % Y-y
Filter 154 144 189 237 132 120 163 -14% 36% 486 415 -15%
Radiator 18 17 26 35 20 17 28 10% 64% 60 65 7%
Body maker 7 10 15 16 2 (4) (1) -110% -62% 31 (3) -110%
Trading 64 58 82 71 72 55 71 -13% 29% 204 197 -3%
Others 18 7 19 14 13 3 8 -58% 173% 44 24 -46%
GPM % (pre-elim) 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20 y-y (ppt) g-q (ppt) 9M19 9M20 y-y (ppt)
Filter 23.3% 21.5% 26.2% 29.3% 22.8% 23.0% 26.5% 0.2% 3.5% 23.7% 24.2% 0.4%
Radiator 22.5% 22.0% 27.7% 35.1% 24.3% 27.0% 30.9% 3.2% 3.9% 24.3% 27.5% 3.3%
Body maker 14.4% 17.7% 17.0% 16.3% 5.9% -42.1% -11.7% -28.7% 30.3% 16.5% -5.6%  -22.1%
Trading 28.4% 29.5% 29.2% 25.0% 29.2% 26.9% 26.1% -3.1% -0.8% 29.0% 27.4% -1.6%
Others 16.9% 8.7% 19.0% 12.7% 13.9% 4.9% 13.2% -5.9% 8.3% 15.3% 11.2% -4.1%
Source: Nomura estimates, Company data
Fig. 4: SMSM profitability trend
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I, Ahmad Maghfur Usman, hereby certify (1) that the views expressed in this Research report accurately reflect my personal
views about any or all of the subject securities or issuers referred to in this Research report, (2) no part of my compensation
was, is or will be directly or indirectly related to the specific recommendations or views expressed in this Research report and (3)
no part of my compensation is tied to any specific investment banking transactions performed by Nomura Securities
International, Inc., Nomura International plc or any other Nomura Group company.

Issuer Specific Regulatory Disclosures

The terms "Nomura" and "Nomura Group" used herein refers to Nomura Holdings, Inc. and its affiliates and subsidiaries, including Nomura
Securities International, Inc. ('NSI'), U. S. registered broker dealers and members of SIPC.

Materially mentioned issuers

Issuer Ticker Price Price date  Stock rating Sector rating Disclosures
Selamat Sempurna SMSM |J IDR 1,395 27-Oct-2020 Buy N/A

Selamat Sempurna (SMSM 1J) IDR 1,395 (27-Oct-2020) Buy (Sector rating: N/A)
Rating and target price chart (three year history)
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For explanation of ratings refer to the stock rating keys located after chart(s)

Valuation Methodology Our target price of IDR 1,500 is based on FY21F target P/E multiple of 15.2x, which is still below its
+1SD historical level. The benchmark index of the stock is JCI Index.

Risks that may impede the achievement of the target price Downside risks: sharp IDR apreciation, prolonged economy lock-
down due COVID-19 pandemic, and significant increase in raw material prices.

Important Disclosures

Online availability of research and conflict-of-interest disclosures
Nomura Group research is available on www.nomuranow.com/research, Bloomberg, Capital 1Q, Factset, Reuters and ThomsonOne.

Important disclosures may be read at http://go.nomuranow. com/research/globalresearchgortal/gages/d|sc|osures/d|sclosures aspx or requested
from Nomura Securities International, Inc. If you have any difficulties with the website, please email grpsupport@nomura.com for help.

The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total revenues, a
portion of which is generated by Investment Banking activities. Unless otherwise noted, the non-US analysts listed at the front of this report are
not registered/qualified as research analysts under FINRA rules, may not be associated persons of NSI, and may not be subject to FINRA Rule
2241 restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst account.

Nomura Global Financial Products Inc. (NGFP) Nomura Derivative Products Inc. (NDP) and Nomura International plc. (Nlplc) are registered with
the Commodities Futures Trading Commission and the National Futures Association (NFA) as swap dealers. NGFP, NDPI, and Nlplc are
generally engaged in the trading of swaps and other derivative products, any of which may be the subject of this report.

Distribution of ratings (Nomura Group)

The distribution of all ratings published by Nomura Group Global Equity Research is as follows:

51% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 44% of companies with this
rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the EEA)
with this rating were supplied material services** by the Nomura Group.

43% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 58% of companies with
this rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the
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EEA) with this rating were supplied material services by the Nomura Group

6% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 14% of companies with
this rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the
EEA) with this rating were supplied material services by the Nomura Group.

As at 30 September 2020.

*The Nomura Group as defined in the Disclaimer section at the end of this report.

** As defined by the EU Market Abuse Regulation

Definition of Nomura Group's equity research rating system and sectors

The rating system is a relative system, indicating expected performance against a specific benchmark identified for each individual stock,
subject to limited management discretion. An analyst'’s target price is an assessment of the current intrinsic fair value of the stock based on an
appropriate valuation methodology determined by the analyst. Valuation methodologies include, but are not limited to, discounted cash flow
analysis, expected return on equity and multiple analysis. Analysts may also indicate expected absolute upside/downside relative to the stated
target price, defined as (target price - current price)/current price.

STOCKS

A rating of '‘Buy’, indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. A rating of 'Neutral’,
indicates that the analyst expects the stock to perform in line with the Benchmark over the next 12 months. A rating of 'Reduce’, indicates that
the analyst expects the stock to underperform the Benchmark over the next 12 months. A rating of ‘Suspended’, indicates that the rating, target
price and estimates have been suspended temporarily to comply with applicable regulations and/or firm policies. Securities and/or companies
that are labelled as 'Not rated' or shown as 'No rating' are not in regular research coverage. Investors should not expect continuing or
additional information from Nomura relating to such securities and/or companies. Benchmarks are as follows: United States/Europe/Asia ex-
Japan: please see valuation methodologies for explanations of relevant benchmarks for stocks, which can be accessed at:

http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx ; Global Emerging Markets (ex-Asia): MSCI
Emerging Markets ex-Asia, unless otherwise stated in the valuation methodology; Japan: Russell/Nomura Large Cap.

SECTORS

A 'Bullish’ stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. A 'Neutral’ stance,
indicates that the analyst expects the sector to perform in line with the Benchmark during the next 12 months. A 'Bearish’ stance, indicates that
the analyst expects the sector to underperform the Benchmark during the next 12 months. Sectors that are labelled as 'Not rated' or shown as
'N/A'" are not assigned ratings. Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global Emerging
Markets (ex-Asia): MSCI Emerging Markets ex-Asia. Japan/Asia ex-Japan: Sector ratings are not assigned.

Target Price

A Target Price, if discussed, indicates the analyst's forecast for the share price with a 12-month time horizon, reflecting in part the analyst's
estimates for the company's earnings. The achievement of any target price may be impeded by general market and macroeconomic trends, and
by other risks related to the company or the market, and may not occur if the company's earnings differ from estimates.
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Shivsagar Estate, Dr. Annie Besant Road, Worli, Mumbai- 400 018, India; Tel: 91 22 4037 4037, Fax: 91 22 4037 4111; CIN No:
U74140MH2007PTC169116, SEBI Registration No. for Stock Broking activities : INZ000255633; SEBI Registration No. for Merchant Banking :
INMO000011419; SEBI Registration No. for Research: INH000001014. ‘CNS Thailand’ next to an analyst's name on the front page of a research
report indicates that the analyst is employed by Capital Nomura Securities Public Company Limited (‘CNS’) to provide research assistance
services to NSL under an agreement between CNS and NSL. ‘NSFSPL’ next to an employee’s name on the front page of a research report
indicates that the individual is employed by Nomura Structured Finance Services Private Limited to provide assistance to certain Nomura
entities under inter-company agreements. The "BDO-NS" (which stands for "BDO Nomura Securities, Inc.") placed next to an analyst's name on
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BDO-NS, to provide research assistance services to NSL under an agreement between BDO Unibank, NSL and BDO-NS. BDO-NS is a
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Other than disclosures relating to the Nomura Group, the Nomura Group does not warrant, represent or undertake, express or implied, that the
document is fair, accurate, complete, correct, reliable or fit for any particular purpose or merchantable, and to the maximum extent permissible
by law and/or regulation, does not accept liability (in negligence or otherwise, and in whole or in part) for any act (or decision not to act) resulting
from use of this document and related data. To the maximum extent permissible by law and/or regulation, all warranties and other assurances
by the Nomura Group are hereby excluded and the Nomura Group shall have no liability (in negligence or otherwise, and in whole or in part) for
any loss howsoever arising from the use, misuse, or distribution of this material or the information contained in this material or otherwise arising
in connection therewith.

Opinions or estimates expressed are current opinions as of the original publication date appearing on this material and the information, including
the opinions and estimates contained herein, are subject to change without notice. The Nomura Group, however, expressly disclaims any
obligation, and therefore is under no duty, to update or revise this document. Any comments or statements made herein are those of the
author(s) and may differ from views held by other parties within Nomura Group. Clients should consider whether any advice or recommendation
in this report is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The Nomura Group
does not provide tax advice.

The Nomura Group, and/or its officers, directors, employees and affiliates, may, to the extent permitted by applicable law and/or regulation, deal
as principal, agent, or otherwise, or have long or short positions in, or buy or sell, the securities, commodities or instruments, or options or other
derivative instruments based thereon, of issuers or securities mentioned herein. The Nomura Group companies may also act as market maker
or liquidity provider (within the meaning of applicable regulations in the UK) in the financial instruments of the issuer. Where the activity of
market maker is carried out in accordance with the definition given to it by specific laws and regulations of the US or other jurisdictions, this will
be separately disclosed within the specific issuer disclosures.

This document may contain information obtained from third parties, including, but not limited to, ratings from credit ratings agencies such as
Standard & Poor’s. The Nomura Group hereby expressly disclaims all representations, warranties or undertakings of originality, fairness,
accuracy, completeness, correctness, merchantability or fitness for a particular purpose with respect to any of the information obtained from
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whole or in part) for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use or misuse of any of the information
obtained from third parties contained in this material or otherwise arising in connection therewith. Reproduction and distribution of third-party
content in any form is prohibited except with the prior written permission of the related third-party. Third-party content providers do not, express
or implied, guarantee the fairness, accuracy, completeness, correctness, timeliness or availability of any information, including ratings, and are
not in any way responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use
or misuse of such content. Third-party content providers give no express or implied warranties, including, but not limited to, any warranties of
merchantability or fitness for a particular purpose or use. Third-party content providers shall not be liable (in negligence or otherwise, and in
whole or in part) for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use or misuse of their content, including
ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase hold or sell securities. They do
not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.
Any MSCI sourced information in this document is the exclusive property of MSCI Inc. (‘MSCI’). Without prior written permission of MSCI, this
information and any other MSCI intellectual property may not be duplicated, reproduced, re-disseminated, redistributed or used, in whole or in
part, for any purpose whatsoever, including creating any financial products and any indices. This information is provided on an "as is" basis. The
user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or
compiling the information hereby expressly disclaim all representations, warranties or undertakings of originality, fairness, accuracy,
completeness, correctness, merchantability or fitness for a particular purpose with respect to any of this material or the information contained in
this material or otherwise arising in connection therewith. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any
third party involved in, or related to, computing or compiling the information have any liability (in negligence or otherwise, and in whole or in part)
for any damages of any kind. MSCI and the MSCI indexes are services marks of MSCI and its affiliates.

The intellectual property rights and any other rights, in Russell/Nomura Japan Equity Index belong to Nomura Securities Co., Ltd. ("Nomura")
and Frank Russell Company ("Russell"). Nomura and Russell do not guarantee fairness, accuracy, completeness, correctness, reliability,
usefulness, marketability, merchantability or fitness of the Index, and do not account for business activities or services that any index user
and/or its affiliates undertakes with the use of the Index.

Investors should consider this document as only a single factor in making their investment decision and, as such, the report should not be
viewed as identifying or suggesting all risks, direct or indirect, that may be associated with any investment decision. Nomura Group produces a
number of different types of research product including, among others, fundamental analysis and quantitative analysis; recommendations
contained in one type of research product may differ from recommendations contained in other types of research product, whether as a result of
differing time horizons, methodologies or otherwise. The Nomura Group publishes research product in a number of different ways including the
posting of product on the Nomura Group portals and/or distribution directly to clients. Different groups of clients may receive different products
and services from the research department depending on their individual requirements.

Figures presented herein may refer to past performance or simulations based on past performance which are not reliable indicators of future or
likely performance. Where the information contains an expectation, projection or indication of future performance and business prospects, such
forecasts may not be a reliable indicator of future or likely performance. Moreover, simulations are based on models and simplifying
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illustrative purposes within this document is not intended for “use” as a “benchmark” as defined by the European Benchmark Regulation.

Certain securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of, or income derived
from, the investment.
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