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Basic Information 
Last Closed Price IDR 1,470 
12M Target Price IDR 1,917 
+/- Potential +30.4% 
Bloomberg Ticker ACST IJ Equity 
GICS Sector Industrials 
GICS Sub-Industry Construction & 

Engineering 
 

1Y Price v Relative Index 

 
Company Description 
Acset is an integrated construction company 
providing technical and construction services 
across various sectors such as foundation works, 
general building/mixed-use, and infrastructure. 
 

Key Financials 
Market Cap (USD)  172.5M 
Basic Shares O/S 217.0M 
Free Float 31.0% 
52-Wk High-Low IDR1,465 – IDR3,100 
Fiscal Year End 31-Dec-18 

 

(IDR bns) FY16A FY17A FY18E FY19E 
Revenue 1,794 3,026 5,123 6,968 
Gr Rate (%) 32% 69% 69% 36% 
EBITDA 236 404 639 870 
Margin (%) 13.1 13.3 12.5 12.5 
Net Income 68 154 179 271 
Margin (%) 3.8 5.1 3.5 3.9 
ROA (%) 2.7 2.9 2.8 3.5 
ROE (%) 5.2 10.7 11.5 15.6 
P/B Ratio 1.5x 1.2x 0.9x 0.8x 
P/E Ratio 25.4x 11.2x 5.8x 4.9x 
D/E Ratio 0.24x 1.30x 1.69x 1.51x 

 

Key Executives 
Gidion Hasan President Commissioner 
Jeffrey Gunadi President Director 

 

Setting Up for Success 
 

We are initiating coverage of ACST with a Buy rating and a IDR1,917 
12M price target. 
 

1H/9M18 Earnings Review 
• 1H18 total revenue up 62% YoY; revenue from Infrastructure 

sector up 189% YoY, contributing 57% of total revenue – driven 
primarily by key contract win of turnkey project Jakarta-Cikampek 
II Elevated Toll Road. 

• 1H18 EBIT increased 110% YoY to IDR304.7b, driven by higher 
gross margin of 23.6% vs. 19.9% in 1H17 – greater revenue 
contribution of higher-margin Foundation projects led to the 
increased gross margin, while SG&A expenses increased broadly in 
line with revenues. 

• Net income up 15% YoY, with NI margin declining from 6.3% to 
4.5% due to higher interest costs from taking on more debt. 

• 9M18 new contract bookings stand at IDR 813m, or c.8.1% of FY18 
target of IDR 10tn; management remains confident of attaining the 
target, keeping full-year guidance unchanged. 

 

Investment Thesis 
• Jokowi’s push for private vs. SOE/govt. funding is finally gaining 

traction in 2018, with >50% of project funding taken on by the 
private sector, benefiting private contractors such as ACST through 
more contract wins and public-private partnerships 

• As one of the largest of Indonesia’s private contractors with high 
infrastructure revenue exposure and favorable project record, 
ACST is better positioned to outperform in the infrastructure boom 
than other private firms 

• Solid backing from parent company Astra Group / United Tractors 
Tbk to support working capital loans at favorable financing rates 

 

Catalysts 
• Announcement of further new contract bookings – slow progress 

on FY18 order book targets has been fully priced in; subsequent 
contract wins should facilitate re-rating 

• Continued strong revenue growth from new contract wins and 
steady release of in-progress construction project value 

• Receivables days and gross contractual amount due from 
customers to normalize from currently elevated levels as project 
cash flows come in 

• Stable margins, controlled interest costs and effective debt rate 
from shareholder loan financing to support EPS growth 

 

Valuations 
Our 12-month price target from date of coverage is IDR 1,917, reflecting 
5.0x our 2019E EPS of IDR 387. Our 5.0x multiple represents the 
average P/E multiple for the Indonesian construction sector, including 
both SOEs and private contractors 
 

Investment Risks  
• Majority of ACST’s debt is floating-rate, tied to the JIBOR – rising 

interest burden (given the rate environment) is a material risk 
• Contract win or project delays due to infrastructure project 

complexity could result in ACST missing near-term targets 
• Prolonged IDR depreciation could weigh on raw material costs and 

margins 
• Deviations in govt. pro-infrastructure stance could impact growth 
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Figure 1. Revenue by Segment, FY17 

 
Source: Acset Indonusa Annual Report 2017 
 
 
 
Figure 2. Revenue by Sector, FY17 

Source: Acset Indonusa Company Presentation 
 
 
 
 
Figure 3. Acset Shareholding Structure 

 
Source: Company reports 
 
 
 
 

Company Overview 
 
Having begun its commercial operations in 1995, ACST mainly engages in 
construction and related support services both within Indonesia and in 
several international markets. While the bulk of its revenue to date comes 
from its core construction business, it has gradually broadened its 
revenue streams to include related support services as well as the trading 
and wholesale of heavy equipment. Its direct parent company is PT Karya 
Supra Perkasa, and its overall parent shareholder is Indonesian 
conglomerate PT Astra International Tbk.  
 
The company stands to benefit from strong order book growth in the near 
to mid-term, with the Indonesian government’s push for infrastructural 
development anticipated to provide a boost to construction revenues. 
ACST’s ability to secure key infrastructure development projects, 
particularly those instituted by the Indonesian government, will be key 
moving forward as it seeks to position itself favourably against its 
private-sector competitors to capture the infrastructure boom.  
 
Although ACST has operations in overseas markets, these operations are 
dormant. Thus, its revenue in FY17 was generated solely from its 
Indonesian operations, and management has not provided any indication 
about overseas operations and whether they might be restarted in the 
near future.  
 

1H/9M18 Earnings Review 
• 1H18 total revenue up 62% YoY; revenue from Infrastructure sector 

up 189% YoY, contributing 57% of total revenue – driven primarily 
by key contract win of turnkey project Jakarta-Cikampek II Elevated 
Toll Road. 
 

• 1H18 EBIT increased 110% YoY to IDR304.7b, driven by higher gross 
margin of 23.6% vs. 19.9% in 1H17 – greater revenue contribution of 
higher-margin Foundation projects led to the increased gross 
margin, while SG&A expenses increased broadly in line with 
revenues. 

 
• Net income up 15% YoY, with NI margin declining from 6.3% to 4.5% 

due to higher interest costs from taking on more debt. 
 
• 9M18 new contract bookings stand at IDR 813m, or c.8.1% of FY18 

target of IDR 10tn; management remains confident of attaining the 
target, keeping full-year guidance unchanged. 

 

Industry Outlook 
 
Strong Demand for New Toll Roads   
Total operative toll-road length in Indonesia summed up to just 780 km 
in the past 46 years before the Jokowi administration era. Inadaptability 
to new government structure, lower infrastructure budget and highly 
complex development permits are some hurdles that delayed the 
development of toll-roads and other infrastructure in Indonesia.  
 
As shown in Figure 4, the cumulative length of operative toll roads has 
increased 52.4% since President Jokowi’s election in 2014.  In fact, plans 
for the expansion of the toll road network are behind schedule as of June 
2018. The country’s road expansion programme planned to increase 
1,852km of new tolls roads by 2019 when the current administration 
ends its term in office. However, only 870 km of the planned toll roads 
have been built so far, implying that supply cannot meet its demand.  
 
Nation’s Infrastructure Budget Continues to Rise…    
Ever since Jokowi administration was elected in 2014, the construction 
of toll roads in Indonesia experienced a substantial rise. The government 
sees an urgent need for longer and more developed toll-roads in order to 
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Figure 4. Length of Operating Toll Roads in 
Indonesia 

 
Source: Indonesia Toll Road Authority (BPJT) 
 
Figure 5. Indonesia Infrastructure Budget vs. 
Energy Budget  

Source: Indonesia Toll Road Authority (BPJT) 
 
Figure 6. Average Rev. CAGR for Indonesian 
Construction Firms 

Source: Bloomberg, company reports 
Note: * = state-owned enterprises (SOEs) 
 
Figure 7. Indonesia 2015 – 2019 Project 
Pipeline 

 
Source: Indonesian Government 
 

improve industrial competitiveness, which is regarded as the crucial 
factor in shifting Indonesia's economic growth parameters from the 
primary sectors (commodities) to the secondary sectors (manufacturing 
& services) and enhancing nationwide connectivity that will reduce 
logistics costs and dwelling time.   
 
As we approach Indonesia’s election year, Jokowi appears to be 
leveraging on infrastructure spending to garner greater political support, 
believing that developing and expanding physical infrastructure is 
essential to unite the nation of 260 million. Close to IDR178tn (US$15bn) 
was allocated to infrastructure in the state budget this year. Till today, 
President Jokowi is still chasing his US$150 billion ambitious nation-
building agenda – a 5-year infrastructure plan which has only hit its 
halfway mark. With China making a massive drive to build infrastructure 
and new trade routes across Asia through its Belt and Road Initiative, the 
world’s second largest economy looms large as an obvious backer for 
President Jokowi’s plans, providing further support for the sector. 
 
…Providing Support for Domestic Construction Sector 
after taking office in October 2014, Indonesian President Joko Widodo 
launched a large-scale infrastructure development campaign, including 
goals to build 1,000km of toll roads, 3,000km of railways, 24 seaports, 
and 35,000 MW worth of power generation capacity, among others. While 
14 projects worth around IDR 264tn are expected to be dropped from the 
strategic development plan due to lack of progress, over 200 
infrastructure projects remain in the pipeline (Figure 7), worth an 
estimated combined value of IDR 4,100tn – this should constitute 
considerable support for Indonesia’s construction sector going forward. 
As Figure 6. shows, average yearly revenue growth rates for listed 
Indonesian construction firms are very healthy and have broadly 
accelerated in the past 3 years vs. past 5 years, indicative of an upswing 
in general projects (infrastructure contracts specifically). 

 
Jokowi’s current term ends in 3Q19 and he is widely expected to be re-
elected for another term. A 2017 survey by the ISEAS Institute in 
Singapore found an overall 68% approval rating for Jokowi, with 74% of 
residents expressing satisfaction with his government’s infrastructure 
policy efforts. We think a re-election would be incrementally beneficial 
for the domestic construction sector, with continued government support 
providing visibility on further priority projects such as major toll-roads –
this should bolster project pipelines and sector performance for contract 
winners. 

 
Private Sector’s Pivotal Role in Indonesia’s Infrastructure Plans 
Indonesia’s nation-building program might be hindered due to the 
lacklustre economy; as government revenues were battered by the end of 
the commodities boom and as tax compliance remains poor. As a result, 
the private sector is funding a substantial amount of Indonesia’s 
infrastructure plans. As Southeast Asia’s biggest economy faces 
difficulties in churning revenue, Jokowi’s administration is relying even 
more on the private sector. As shown in Figure 6, the government is 
estimated to fund US$15.1 billion of the projects, while State-Owned 
Enterprises (SOEs) account for some $44.8 billion. About $109.8 billion 
will have to be forked out by the private sector.  
 
Excessive borrowing to fund the government’s infrastructure push has 
raised alarm in Indonesia’s SOEs – the debt of four major listed SOEs 
jumped 57% YoY by the end of 2017. With a tight state budget and slow 
disbursement of government funds, President Jokowi has relied on SOEs’ 
debt-funded projects to fund his ambitious development plans. These 
companies face mounting debt and negative operating cash flow, with 
payment only received upon project completion.  
 
Indonesia’s existing regulatory framework remains one of the key 
hurdles to the efficiency of infrastructure projects. Companies (especially 
privately held firms) often encounter red tape and regulatory burdens 
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Figure 8. P/E Ratios of Listed Indonesian 

Source: Bloomberg 
 
Figure 9. ACST Historical Revenue 
Breakdown by Sector 

Source: Company reports 
 
Figure 10. Indonesian Construction 
Companies FY17 Order Book Size (IDR bn) 

Source: Company reports  
 
Figure 11. Favourable Debt Rates Coincide 
with Higher Shareholder Financing 

Source: Company reports 
 
 

even after financing has been secured. Despite this, Jokowi is pinning his 
hopes on the private sector to fund the country’s priority projects. 
 
Industry Still De-Rating on Debt and Cash Flow Concerns  
Yet, despite solid revenue growth numbers and favourable government 
support, Indonesia’s construction industry has still seen a considerable 
de-rating over the past 3 years, with P/E ratios of listed companies falling 
by up to 3 – 4x and some trading near 5Y/10Y/all-time lows. This is 
mainly due to concerns over rising debt burdens, cash flow timing issues 
for turnkey projects, and general emerging market and rupiah weakness. 
While these concerns are not unfounded, we believe fundamentals 
remain robust and that the industry is significantly undervalued. 
 

Investment Thesis 
 
1.  Best-Positioned among Private Contractors due to Size, 
Reputation, and Revenue Exposure 
 
High revenue exposure to infrastructure sector – historically, ACST 
has been a specialist in general construction and foundation works, 
relying on Indonesia’s hot property market and new property 
developments for growth. In recent years however, ACST has 
strategically repositioned its order book towards infrastructure projects, 
with c.72% of revenues coming from the infrastructure sector in 1Q18, 
and c.57% for 1H18 (Figure 9). This revenue exposure suggests that ACST 
will continue to be a beneficiary of Indonesia’s infrastructure boom, as 
compared to other privately-held contractors with lower exposure to and 
expertise in infrastructure, making ACST a top non-SOE pick.  
 
Solid order book suggests greater project win capability – while 
ACST cannot compare to entrenched incumbent SOEs such as Waskita, 
ACST nevertheless leads the charge in terms of privately-held 
contractors, with a FY17 new order book several magnitudes larger than 
other privately-held peers such as Totalindo (Figure 10), suggesting more 
robust project win rates in recent years. 
 
Favourable reputation to support further contract wins – in the 
construction industry, mutual trust and referrals between project owners 
and contractors are key to contract wins. ACST has built up a strong 
reputation as a high-quality integrated construction contractor, with key 
notable property projects such as Gandaria City, Kota Kasablanka, 
Setiabudi Sky Garden etc. More recently, contract bookings of prestigious 
infrastructure projects, namely the Jakarta-Cikampek II Elevated Toll 
Road, JORR II Toll Road (Kunciran-Serpong section), and LRT Jakarta 
(Cawang-Dukuh Atas section) provide credibility and momentum for 
further infrastructure contract wins.  
 
2.      Robust Financing Support from Parent Conglomerates 
 
Parent company Astra Group provides financial backing – in 2015, 
ACST was acquired by Astra Group, the largest diversified conglomerate 
in Indonesia with subsidiaries across sectors such as automotive, 
infrastructure, logistics, heavy equipment and mining, financial services, 
and property, amongst others. ACST benefits from this shareholding 
structure via steady financial support through shareholder loans, as 
evident from its financing cash flow trends. While ACST continues to 
service some revolving working capital loans from banks, shareholder 
loans from Astra Group (through wholly-owned subsidiaries PT United 
Tractors Tbk and PT Karya Supra Perkasa) finance a significant portion 
of ACST’s balance sheet, comprising c.37% of total FY17 debt. In the same 
period, average interest rate on debt fell to only c.7.6% as seen in Figure 
11, suggesting favourable financing terms for ACST from its parents. We 
expect this to continue in the mid to long-term, keeping average interest 
rate on debt at a conservative c.11.0% to reflect continued favourable 
debt refinancing and controlled interest costs. 
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Figure 12. Indonesia Infrastructure Project 
Funding Breakdown, 2016 – 2020 (US$bn)  

 
Source: Indonesian Government, Bloomberg  
*Data based on funds committed for projects 
between 2016 to 2020  
 
Figure 13. Number of Indonesia 
Infrastructure PPP Projects  

Source: BAPPENAS 
 
Figure 14. Project Funding Source 
Breakdown 

 

Source: Indonesian Government  
 
Figure 15. ACST Order Book Ratios 

Source: Company reports, UOB Kay Hian 

Utilization of value chain within Astra Group to reap more benefits 
– aside from loan provision, ACST also makes use of Astra Group’s other 
subsidiaries such as PT United Tractors Tbk, a JCI-listed distributor of 
heavy equipment. ACST purchases and trades inventories, equipment, 
and other fixed assets with United Tractors as well as Astra Group at 
attractive transfer prices, further bolstering business operations.  
 
3.     Government Push for Private vs. State/SOE Funding further 
supports Project Pipeline 
 
 Infrastructure funding gap presents opportunity for privately-held 
contractors – Indonesia’s Ministry of National Development Planning 
(BAPPENAS) estimates that the government will only be able to fulfil 
41.3% (c.US$130bn) of total infrastructure funding needs from 2015 – 
2019. As shown in Figure 12, actual funds committed by the government 
for projects between 2016 – 2020 stand at only US$15bn, compared to an 
estimated US$327bn total required budget, indicating a clear funding 
shortfall of c.US$157.3bn that privately-held firms like ACST can step in 
to fill.  
 
State support for private firms & public-private partnerships (PPP) 
– the government has also recognized the need for the private sector to 
shoulder more projects, resulting in various initiatives to encourage more 
contract wins for privately-held firms, as well as PPP-model projects. 
BAPPENAS, a national development planning agency responsible for PPP 
implementation and strategy, formed the Committee for Acceleration of 
Priority Infrastructure Delivery (KPPIP) in late 2015, with a mandate to 
develop 30 PPPs by 2019, in addition to establishing several new PPP-
specific legislations in 2015, known collectively as the PPP Regulations, 
to set out industry guidelines and facilitate further development. As seen 
from Figure 13, the number of PPP projects has seen a broad pick-up in 
the past few years; notably, ACST won several priority PPP projects: the 
Jakarta-Cikampek II Elevated toll road in 1Q17, of which the firm owns an 
estimated 49% of total contract value of IDR12.3tn, as well as the JORR II 
toll road in 2Q17. We think further large-scale PPP scheme contract wins 
are likely, especially given state facilitation. 
 
Reversal of funding situation shows further promise – according to 
the National Construction Services Association, SOEs have historically 
accounted for c.80% of public projects, using their own funding or state 
capital injections. However, as seen from Figure 14, the private sector’s 
average proportion of project funding has increased drastically from 
9.0% in 2011 – 2015 to 65% in 2016 – 2020, a telling sign of the 
infrastructure industry’s shift towards the private sector and away from 
SOE/state funding. We foresee a change in the current status quo and 
expect privately-held firms like ACST to be at the forefront of the 
paradigm shift. Indeed, this may have already begun to show up in ACST’s 
strong order book to revenue ratio, standing at c.4.5x as of 2017 (Figure 
15) more than enough to support multi-year revenues going forward.  
 
Catalysts 

• Slow progress on FY18 order book targets (c.8.1% of full-year 
guidance as of 9M18) has been fully priced in – subsequent 
announcement of significant contract wins should facilitate 
re-rating to a certain extent (dependent on announced contract 
size). We have assumed conservative full-year new contract 
bookings of IDR5tn for our base case despite management’s 
optimism of attaining the IDR10tn target. 
 

• Continued strong revenue growth from more contract wins and 
steady release of construction project value – we expect 
receivables days to fall to normalized levels in the near to mid-
term; in particular, gross contractual amount due from 
customers should begin to normalize to sub-300 days. 
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Figure 16. ACST Notable Projects 

Name Tender 
Year 

Sector 

Jakarta-Cikampek 
Elevated II Toll 

Road 

2017 Infrastructure 

JORR II Toll Road 2017 Infrastructure 

Tanjung Jati Coal-
fired Power Plant 

Unit 5/6 

2017 Foundation 

LRT Cawang-Duku 2017 Infrastructure 

Kota Kasablanka 2010 Mixed-use 

Source: Company reports 
 
Figure 17. ACST Historical and Forecasted 
Order Book 
 
 

Source: Company reports, NUS Investment Society 
Estimates 
 
Figure 18. ACST Historical Debt Ratios 

 
Source: Bloomberg, company reports 
 
Figure 19. Peers D/E Ratio, FY17 

 
Source: Bloomberg 
 
 

• Continued EPS growth driven by contract wins, revenue 
growth, and stable margins – infrastructure projects generally 
have lower operating margins, but given ACST’s already high 
revenue exposure to infrastructure, we do not expect further 
margin compression. EPS growth should be further supported by 
controlled interest costs and favourable effective debt rates 
from shareholder loan financing from parent company Astra 
Group and United Tractors Tbk. 
 
 

Financial Analysis  

 
Overview: 
The financial condition chart above reveals ACST prospects moving 5 
years forward, highlighting our assumptions (refer to appendix for more 
details), with specific attention paid to its overall increase in order book 
and debt levels. 
 
Increase in Total Order Book and New Contracts 
As the Indonesian Government focuses more on the private sector, we 
expect a robust supply of new contract wins for ACST, especially through 
the PPP scheme, of which ACST has won several large infrastructure 
projects as mentioned previously, partnering with SOEs such as Waskita 
and Adhi. With this, we are expecting the total order book of ACST to 
increase in line with overall Indonesia GDP growth.  
 
Heightened levels of Debt   
With the increase in number of contracts tendered to ACST, we expect 
debt levels to increase in the following years as well to finance increased 
working capital requirements. The average D/E ratio for the subsequent 
projected years will average at 1.61, fairly high as compared to historicals 
but still well below ACST’s debt covenant level of 3x, and within 
comfortable range of peers (Figure 19). While we have not modelled in 
any equity issues in the forecast period, we do not rule out the possibility 
of ACST raising capital through share issuance, which would reduce the 
D/E ratio to more healthy levels as well as allowing for further upside 
through reduced interest burden and resultant higher net margin.  
 
ACST’s FY17 EBITDA interest coverage ratio is fairly robust as well at 
4.9x, higher than some SOE peers as seen in Figure 20. While EBITDA 
interest coverage ratio is forecasted to fall due to higher interest cost, we 
expect it to remain at a healthy level of around 3.0 - 3.6x going forward.  
   
Strong Revenue Growth for the next 5 years 
Revenue is expected to see an overall 4x increase from 2017 to 2022. Our 
projected amounts on revenue translate to a slight overall decline in % 
YoY growth due to our conservative new contract forecasts; however, 
absolute values of Revenue Growth will sustain at around IDR1 .85Tn per 
annum on average throughout 2018-2022. 
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Figure 20. Peers EBITDA Interest Coverage 
Ratio, FY17

 
Source: Bloomberg, company reports 
 
Figure 21. ACST Forecasted EBITDA Interest 
Coverage Ratio 

 
Source: NUS Investment Society Estimates 
 
 
 
 
 
 
 
 

High Levels of Trade Receivables and Gross Contractual Amount 
from Customers 
It is industry standard to have extended trade receivables days due to the 
long duration and lumpy payment disbursal of infrastructure and 
construction projects. While heightened levels of receivables and 
contractual amounts due from customers can be a cause for concern, 
ACST’s historically low receivable impairments for receivables and gross 
contractual amount due provide considerable assurance for future cash 
flows; it is fairly commonplace for construction firms to see high levels of 
gross contractual amount due days, especially for turnkey projects which 
tend to have more delayed and unpredictable payments.  
 
Strong Asset Turnover 
ACST has a strong track record of maintaining a healthy asset turnover. 
This is expected to further improve where the Asset Turnover Ratio will 
average at 0.86x for the next 5 years. 
 
Rich Return on Equity 
ACST will see a high ROE of approximately 15 – 18% as compared to the 
FY17 industry average of 13.5%, as we expect debt levels to remain 
heightened across the forecast period.  
 
Tax Savings 
The corporate tax rates in Indonesia stand at 25%. However, the tax rate 
is lowered to 20% for companies with greater than 40% of shares traded 
on the IDX (Indonesian Exchange). The public controls 44.07% of ACST 
shares, as such ACST is available to have access to tax savings that the 
large SOEs do not. 
 

Valuations  
Valuation Price Target (FY19 P/E): IDR 1,917 
TP Range: IDR 1,849 – IDR 1,948 
 

  

 
 
 
 
 
 
 
Figure 22. Attractive Valuation Relative to 
Historicals 

Source: Bloomberg 

 
 
 
 
 
 
 
Relative Valuation – (FY19 Price-Earnings Ratio) 
We utilized various valuation multiples to obtain our 12M target price 
of IDR1,917, primarily the price-earnings ratio. In our base case 
scenario, we apply a 1Y forward P/E multiple of 4.9x to our estimated 
FY19 EPS of IDR 387, resulting in a target price of IDR 1,917. Our 
projected P/E ratio is based on the average of the estimated 1Y forward 
P/E multiples of 6 listed Indonesian construction companies, as shown 
in Figure 23. 
 
At 6.4x current T12m P/E, ACST trades at c.2.1x SD below its trailing 3-
month average P/E, at its cheapest valuation in the past 4 years. Overall, 
as Figures 22 and 24 show, the industry in general has de-rated 
significantly in the past 12m and since peak sentiment at end-2015. 
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Figure 23. Comps Valuation Ratios 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Bloomberg, NUS Investment Society 
Estimates 
 
Figure 24. Trailing 12M Listed Comps P/E 
Ratios vs. ACST 

Source: Bloomberg 
 
 
 
 
Figure 25. ACST New Contracts Amt. vs. 
Indonesia GDP – Regression Output 
 

Regression Statistics 

Multiple R 0.8914 

R Square 0.7946 

Adjusted R Square 0.7433 

Standard Error 1433.2085 

Observations 6 

 
Source: NUS Investment Society Estimates 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
As shown in Figure 24, despite being a smaller, privately-held 
contractor, ACST has generally traded on par or even at a premium to 
larger state-owned competitors such as Waskita (WSKT) and Persero 
(PTPP) – hence, we believe applying an industry average valuation 
multiple is fairly reasonable. Applying 1Y forward P/B and EV/EBITDA 
ratios results in target prices of IDR1,948 and IDR1,849 respectively, 
from which we obtain our target price range of IDR1,849 – 1,948. 
  
Our bull / bear case scenario multiples are based on 20% premium / 
discount to the industry average, as well as adjusted revenue and order 
book trends for each case. 
 
As per industry standard, a discounted cash flow (DCF) model was not 
utilized due to the volatility inherent in the working capital 
requirements of construction companies – large fluctuations in 
contractual receivables and payables are fairly commonplace within 
the industry, rendering a DCF approach unviable.  
 
Key Assumptions 
In our 5Y forecast model (FY18 – FY22), key P&L assumptions made 
were with regards to revenue growth, order book and new contract 
bookings, gross margin, and interest costs. Working capital ratios were 
forecasted to normalize within the next 1 – 2 years based on historical 
CAGRs – all other variables were forecasted using historical averages to 
approximate aggregate performance across business cycles.  
 
Revenue and Order Book Growth 
Assuming a strong connection between ACST’s new contracts booked 
and Indonesia’s overall economic growth, we regressed ACST’s 
historical new contracts booked (y-axis) vs. Indonesia’s GDP (x-axis) for 
the past 7 years, resulting in a p-value of 0.017 and R2 value of 0.79, 
suggesting a statistically significant causal relationship between 
Indonesia’s GDP and ACST’s project wins, with fairly strong predictive 
ability. We then utilized the intercept and co-efficient outputs from the 
regression analysis, in conjunction with Indonesia’s GDP forecasts from 
the World Bank, to forecast new orders for ACST over the next 5 years. 
 
ACST’s order book comprises 2 main components – new contracts 
booked and order book carry-over from the previous year. We 
implement the 3Y average carry-over ratio of 65.3% in FY18, and a 3Y 
trailing average going forward. Adding these 2 forecasted order book 
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Figure 26. ACST Historical Total Order Book 
Breakdown 

 
Source: Company reports, UOB Kay Hian 
 
 
Figure 27. Sensitivity Tables 

 
Source: NUS Investment Society Estimates 
 
 
 
 
 
 
 
 
 
 
 
Figure 28. Investment Risk Matrix 

Source: NUS Investment Society Estimates 

components together results in our forecasted total order book for each 
year. Thereafter, we utilize the FY08 – FY17 order book to revenue ratio 
of c.2.70x across our forecast period to obtain our yearly projected 
revenue figures. While ACST’s FY17 order book to revenue ratio stood 
at 4.5x, we do not expect it to remain at this elevated level for an 
extended period, and project it to revert to a lower level in line with 
past performance as ACST’s order book releases more value in the form 
of revenue going forward. 
 
Our bull case revenue scenario inputs management’s optimistic FY18 
guidance of IDR10tn of new contracts, as well as implied new order 
book growth of 15% YoY, and elevated order book to revenue ratios of 
3.0x. Our bear case revenue scenario assumes only IDR3tn of new 
contracts in FY18, new order book growth of 10% YoY, and a lower 
order book to revenue ratio of 2.5x. 
 
Gross Margin 
Infrastructure projects carry a lower gross margin than Foundation (25 
– 30% margin) and Construction projects due to higher cost of 
materials and much higher project values. Given that ACST’s revenue 
contribution from infrastructure already stood at >70% in FY17, we do 
not expect further declines in gross margin. However, as infrastructure 
will be driving future growth, we project gross margin to remain at its 
current level of c.18.0% for the forecast period, significantly lower than 
the 6Y historical average of c.20.8%. 
 
Interest Costs 
In line with our beliefs that ACST’s parent companies will continue to 
provide financing at attractive rates, we project ACST’s average interest 
rate on debt to remain at 11.0% for the forecast period, higher than the 
FY17 level but around 280bps lower than FY15 – 17 average (ACST was 
bought over by Astra in 2015).  
 
Sensitivity Analysis 
To stress-test our assumptions, we conducted a series of sensitivity 
analyses (Figure 27) on our primary P/E-based target price, varying 
key assumptions of gross margin, cost of debt, order book to revenue 
ratio, and FY18 new contract orders. At IDR977 – IDR2,838, the total 
range of resultant share prices is not overly large in our opinion, and 
the IDR1,449 – IDR2,380 range of more probable variance still indicates 
significant upside to the current price of IDR1,470 (as of coverage date), 
giving us further conviction in our Buy rating. 
 

Investment Risks  
  
Rising Interest Rates 
The majority of ACST’s debt has a floating-rate and is tied to the JIBOR. 
With further rate hikes anticipated as central banks tighten credit 
policies and Indonesia’s government hikes rates to stem further rupiah 
weakness, rising interest burden is a material risk, particularly with the 
sector’s high dependence on debt. 
 
Business Risks 
Our revenue projections are contingent upon ACST securing key new 
construction and infrastructure projects to capitalise on the anticipated 
infrastructure boom. Failure to secure new projects or project delays 
due to infrastructure project complexity could result in ACST missing 
both near-term targets and long-term projections. 

 
Political Risks 
Given that government support for infrastructure projects has been 
instrumental in boosting the sector’s project pipeline, deviations from 
this supportive stance could significantly affect both new contract 
pipelines, current project timelines and cash flows, as well as overall 
sector sentiment. If Jokowi fails to be re-elected in 2019, a new party 
could come to power with a different focus from infrastructure 
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development – nevertheless, construction is one the largest 
contributors to Indonesia’s economy, and we expect infrastructure 
development to remain a priority for the country as long as a 
reasonable leader is in power. 

 
Exchange-rate Risks 
Like many emerging market currencies, the rupiah has struggled in 
2018, ranked in the top ten of hardest-hit currencies so far in 2018, 
having fallen c.12% with respect to the US dollar, attributable to 
Indonesia’s widening current account deficit. A prolonged rupiah 
depreciation could weigh on raw material costs and margins for ACST. 
Nevertheless, turnkey project owners tend to take on raw material 
procurement risks, and ACST has entered forward agreements with its 
materials suppliers, mitigating this risk somewhat. 
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Disclaimer 

This research material has been prepared by NUS Invest. NUS Invest specifically prohibits the redistribution of this material in whole or in 
part without the written permission of NUS Invest. The research officer(s) primarily responsible for the content of this research material, in 
whole or in part, certifies that their views are accurately expressed and they will not receive direct or indirect compensation in exchange for 
expressing specific recommendations or views in this research material. Whilst we have taken all reasonable care to ensure that the 
information contained in this publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or 
completeness, and you should not act on it without first independently verifying its contents. Any opinion or estimate contained in this report 
is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment 
objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given 
and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons 
acting on such information or opinion or estimate. You may wish to seek advice from a financial adviser regarding the suitability of the 
securities mentioned herein, taking into consideration your investment objectives, financial situation or particular needs, before making a 
commitment to invest in the securities. This report is published solely for information purposes, it does not constitute an advertisement and 
is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. No representation or warranty, 
either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein. The 
research material should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this 
research material are subject to change without notice. 
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Appendix 1: (3 Financial Statements): 
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Appendix 2: Financial Ratios and Trends (Historical and Forecasted) 
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Appendix 3: Assumptions and Drivers 

 

 

 

 

 

 

 

 

 

 

 

Appendix 4: Order Book and Revenue Forecasts 

 

Appendix 5: Regression Analysis – ACST New Orders vs. Indonesia GDP 
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Appendix 6: Depreciation Schedule 

 

Appendix 7: Debt Schedule 
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Appendix 8: Valuation Methodology 

 

 

 

 

 

 

 

 


