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Maintaining solid performance

Bank Jatim posted strong 1Q14 earnings, which were much better than all analysts had
been expecting. Net earnings surged 43% YoY (95% QoQ) to Rp312bio, beating
consensus’ and our estimates as it accounted for 33% of consensus and our Full year
forecast. We maintain our positive view on the stock and reiterate our Buy call with
target price of Rp600, based on higher loan growth than our previous expectations.

The robust results were primarily driven by strong loan growth and increased Interest
income as well as non interest income and despite higher provisions for credit losses.
However, the increase in NPL ratio and cost of funds were the only downside to our
expectations.

Bank Jatim’'s strong results reinforced our view that the bank would continue to log
robust earnings growth as loan growth picks up and NIM expands. Our current target
price suggests an upside of 24% from current share price and a target valuation of 1.4x
forward P/B. Based on the bank’s performance we believe the bank deserves a slight re-
rating to reflect improving fundamentals.

We think the market's tepid reaction to the 1Q14 results stemmed from investors’
reservations over: i) the sustainability of the bank’s high NIM, and ii) the bank’s ability of
maintaining low cost deposit portion.

We think the reservations are overdone for the following reasons. Firstly, we believe the
bank can maintain its NIM in the 7% range for this year as the Multiguna loan growth
remains strong. Further, the bank believes that its recently launched new series of
products will help its CASA accounts. We share the market's reservation on the higher
cost of funds as the bank seems willingly to take more of Time deposits (seen by strong
growth in Time deposits over the last few quarters. That said, the bank can still make
some margin from the time deposits by lending to higher-yield loan segments.

We have revised our earnings forecast higher by 21%/26%/32% in 14/15/16F, to reflect
the bank’s improving outlook and raise our target price to Rp600, reflecting a target
valuation of 1.4x or 30% discount to the sector’s forward P/B.

Figure 1. Financial Summary

Key Financials 2012 2013 2014F 2015F 2016F
Year to Dec 31 (in Rp b)

Interest Income 2,883 3,386 3,897 4,460 5,074
PPOP 1,286 1,706 2,079 2,487 2,925
Operating Profit 980 1,110 1,488 1,702 2,067
Net Profit 725 824 1,149 1,379 1,667
Loan growth, % 15.0% 19.0% 20.4% 18.1% 16.4%
Price/book (x) 131 1.25 115 1.04 0.92
Book Value/Share 368 383 420 462 520
EPS 49 55 77 92 112
EPS growth, % -15.8% 13.8% 39.3% 20.1% 20.9%
NPL ratio 2.95% 3.44% 2.65% 2.45% 2.18%
Consensus EPS 64 76 -
BCASekuritas/Consensus 1.20 121



Financial Highlights 1st Quarter 2014
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in b Rp, unless otherwise « FY 2012 FY 2013 %YoY 1Q13 2Q13 3Q13 4Q13 1Q14 %YoY %QoQ 14F % of F
Total Assets 29,112 33,047 135% 32,578 33,753 35509 33,047 35464 9% 73% 37,944 49%
Total Loans 18,556 22,084 19.0% 18805 20431 21,527 22,084 22,683 21% 27% 26,585 13%
Total Deposits 22,210 25988 17.0% 25639 27,416 28,669 25988 28204 10% 85% 29,886 57%
Interest Income 2,883 3,386 174% 747 1,558 2,450 3,386 931 25% -72.5% 3,897 24%
Net Interest Income 1,978 2472 25.0% 562 1,134 1,788 2,472 713 27% -712% 2,924 24%
Operating Profit 980 1,110 133% 299 593 937 1,110 419 40% -62.3% 1,488 28%
Provision (307) (596) 94.4% (83) (217) (315) (596) (107) 28% -82.0% (591) 18%
PPOP 1,286 1,706 32.6% 382 811 1,251 1,706 526 38% -69.2% 2,079 25%
Net Profit 725 824 13.8% 218 429 681 824 312 43% -62.1% 1,149 27%
Ratios 1Q13 1Q14
NPL (gross) 3.2% 3.6%
LDR 73.7% 80.4%
NIM 6.8% 7.7%
ROE 18.5% 24.3%
Valuation 2014 2015
P/B 1.15 1.04
P/E 6.25 5.20
BVPS 420 462
EPS 77 92

The Quarter in Details

Net Income in 3M14 amounted to Rp312.2 bio (43% YoY growth and 95% QoQ),
that accounted for 33% of consensus and our Full year forecast. Hence, ROE was up
to 24.3% in 1Q14 from 19% in the previous quarter and ROA also significantly up to
4.87% from 3.82%. NIM heads up to a notable 7.72% in 1Q14 from 7.14% in 4Q13.

1Q14 loans of Rp 22.6t represented 20.6% growth YoY. All segments recorded good
loan growth with Consumer loan segment remaining the main driver behind the
strong loan growth with 18.8% growth YoY. Commercial also grew by 50.9% YoY
reaching also the 20% benchmark in overall loan composition. However, Micro and
Small loan growth lost some steam as the bank has probably decided to stem the
segment'’s rising NPL.

Total deposits grew by 10% YoY with savings and Time deposit going strong on a
YoY basis which maintains loan to deposit ratio at a liquid 80.4%.

Credit quality slide slightly further to 3.55% in 1Q14 from 3.44% in 4Q13. Provisions
for credit losses increased 28.2% YoY to Rp107bio. Despite that, pre-provision oper-
ating profit growth rate remained strong at 37.6%.



Figure2. P/B Forward BJTM

Figure 3. P/E Forward BJTM

Figure 4. P/B Trailing BJTM

Figure5. P/E Trailing BJTM
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Appendix. 1

Income Statement YTD Dec 31 2012 2013 2014F 2015F 2016F
in Rp b, unless otherwise stated

Interest Income 2,883 3,386 3,897 4,460 5,074
Interest Expenses (905) (913) (973) (1,022) (1,066)
Net Interest Income 1,978 2,472 2,924 3,438 4,008

Pre-Provision Operating Profit 1,286 1,706 2,079 2,487 2,925

Provisions (307) (596) (591) (785) (858)
Operating Income 980 1,110 1,488 1,702 2,067

Taxation (277) (329) (383) (367) (443)
Net Profit 725 824 1,149 1,379 1,667

Earnings per Share 664 780 899 1,073 1,252

Earnings per Share, % -15.8% 13.8% 39.3% 20.1% 20.9%
Earnings per Share, CAGR 2014F/6F 20%
Balance Sheet YTD Dec 31 2012 2013 2014F 2015F 2016F
in Rp b, unless otherwise stated

Assets

Cash 1,961 2,320 2,436 2,557 2,685

Current Accounts with B.I. and other banks 2,009 2,364 2,482 2,606 2,736

Marketable Securities 976 2,907 3,053 3,205 3,366

Gross Loans 18,556 22,084 26,585 31,406 36,558

yoy % growth 14% 19% 20% 18% 16%
Allowance for Loan Losses (256) (526) (703) (1,250) (1,956)
Net Loans 18,301 21,559 25,882 30,156 34,603

Fixed Assets 204 263 276 289 304

Total Assets 29,112 33,047 37,944 42,821 47,901

Liabilities

Obligations due Immediately

3rd Party Deposits 22,210 25,988 29,886 34,369 39,524

Taxes Payable 21 95 100 106 113

Fund Borrowings 319 316 332 348 366

Total Liabilities 23,625 27,328 31,234 35172 39,387

Shareholder's Equity 5,487 5,719 6,261 6,894 7,761

Total Liabilities and Equity 29,112 33,047 37,495 42,066 47,148

Ratios

ROAA 2.7% 3.2% 34% 3.7%
ROAE 14.7% 19.2% 21.0% 22.8%
Loan to Deposit Ratio 85.0% 89.0% 91.4% 92.5%
Loan to Funding Ratio 83.0% 87.0% 89.6% 90.8%
Shareholders equity to total assets 17.3% 16.5% 16.1% 16.2%
Gross NPL 759 705 770 798

Allowance for possible loan losses to gross NPL 596 741 885 958

Coverage Ratio 78% 105% 115% 120%
Write off (RP billion) (326) (413) (239) (152)
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Disclosure and Disclaimer

By receiving this research report ("Report”), you confirm that: (i) you have previously requested PT BCA Sekuritas to deliver this
Report to you and you are legally entitled to receive the Report in accordance with Indonesian prevailing laws and regulations, and
(i) you have fully read, understood and agreed to be bound by and comply with the terms of this Report as set out below. Your
failure to comply with the terms below may constitute a violation of law.

This Report is strictly confidential and is for private circulation only to clients of PT BCA Sekuritas. This Report is being supplied to
you strictly on the basis that it will remain confidential and that you will maintain its confidentiality at all times. Without the prior
written consent of PT BCA Sekuritas authorized representative(s), no part of this Report may be (i) copied or reproduced in any form
by any means, (ii) redistributed or delivered, directly or indirectly, to any person other than you, or (iii) used for any other purpose
that is not in line with the terms of the Report..

PT BCA Sekuritas, its affiliates and related companies, their directors, associates, connected parties and/or employees (excluding the
individual analysts who prepare this Report) may own or have positions in securities of the company(ies) covered in this Report and
may from time to time buy or dispose, or may have material interest in, those securities.

Further, PT BCA Sekuritas, its affiliates and its related companies do and seek to do business with the company(ies) covered in this
Report and may from time to time: (i) act as market maker or have assumed an underwriting commitment in the securities of such
company(ies), (ii) sell to or buy those securities from other investors for its own account, (iii) perform or seek to perform significant
investment banking, advisory or underwriting services for or relating to such company(ies), or (iv) solicit any investment, advisory or
other services from any entity covered in this Report. Furthermore, the personnel involved in the preparation of this Report may also
participate in the solicitation of the businesses as described above.

The views expressed in this Report reflect the personal views of the individual analyst(s) at PT BCA Sekuritas about the securities or
companies mentioned in the Report and the compensation of the individual analyst(s), is, or will be directly or indirectly related to
the performance of PT BCA Sekuritas' activities. PT BCA Sekuritas prohibits the individual analyst(s) who prepared this Report from
receiving any compensation, incentive or bonus based on specific investment banking transactions or for providing a specific
recommendation for, or view of, a particular company (including those covered in the Repot). However, the individual analyst(s) may
receive compensation based on the scope of his/their coverage of company(ies) in the performance of his/their duties or the
performance of his/their recommendations.

In reviewing this Report, you should be aware that any or all of the above activities of PT BCA Sekuritas, its affiliates and related
companies, their directors, associates, connected parties and/or employees, among other things, may give rise to real or potential
conflicts of interest between them and you.

The content of this Report is prepared based on data believed to be correct and reliable on the date of this Report. However, this
Report: (i) is not intended to contain all necessary information that a prospective investor may need, (ii) is not and should not be
considered as an investment advice in any way, and (iii) cannot be relied as a basis for making an informed investment decision.
Accordingly, PT BCA Sekuritas does not guarantee the adequacy, accuracy, completeness, reliability or fairness of any content of this
Report and PT BCA Sekuritas, its affiliates and related companies, their directors, associates, connected parties and/or employees
(including the analysts) will not be liable in any way for any consequences (including but not limited to any direct, indirect or
consequential losses, loss of profits and damages) arising from or relating to any reliance on or use of the content of this Report by
any person (including you).

This Report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst PT BCA
Sekuritas' clients only and does not consider any specific investment objectives, financial situation and the particular needs of any
specific person who may receive this Report. The entire content of this Report is not and cannot not be construed or considered as
an offer, recommendation, invitation or solicitation to enter into any transaction (including trading and hedging) relating to the
securities, other financial instruments, and other form of investments issued or offered by the company(ies) covered in this Report.

It is your own responsibility to: (i) independently evaluate the content of this Report, (ii) consider your own individual investment
objectives, financial situation and particular needs, and (iii) consult your own professional and financial advisers as to the legal,
business, financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered
in this Report.

Please note that the securities of the company(ies) covered in this Report might not be eligible for sale in all jurisdictions or to all
categories of investors. The availability of those securities and your eligibility to invest in those securities will be subject to, among
others, the prevailing laws of the relevant jurisdiction covering those securities. Furthermore, the value and income of any of the
securities covered in this Report can fall as well as rise and an investor (including you) may get back less than invested. Future
returns are not guaranteed, and a loss of original capital may be incurred. Foreign-currency denominated securities are subject to
fluctuation in exchange rates that could have a positive or adverse effect on the value, price or income of such securities and
financial instruments. Past performance is not indicative of comparable future results and no guarantee regarding future
performance is provided in this Report.

This Report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to the applicable laws or regulation of such jurisdiction.



