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Sector outlook

Defensive moat

Insights from auto-parts company, Selamat Sempurna (SMSM 1J, N-R)

With 50 years of experience, Selamat Sempurna (SMSM 1J, not rated), is a of ADR
Group, market leader in auto component filters and radiators. By focusing on recurring
aftermarket sales and being export-oriented with a well-diversified global presence, it
was able to deliver double-digit profit growth in 2025. Management is more cautious
on 2026 however, maintaining a high cash level and pricing power amid the higher
input cost environment.

| Fifty years in filters and radiators manufacturing
Q Selamat Sempurna, the flagship automotive arm of ADR Group, has built its reputation in
auto components, filter and radiator manufacturing, since 1976. With 50 years of
experience, it is the largest filter manufacturer in the region having over 10,000 part
numbers, with c.80% of its revenue from the recurring aftermarket.

O SMSM continues to deliver consistent growth with 18% and 28% revenue and net profit
33-year Cagrs. The company achieved record performance in 2025 with revenue at
Rp5.3tn (+3% YoY) and net profit at Rpl.1tn (+10% YoY). Filters contribute 76% of
revenue, followed by radiators (11%) and body makers (3%).

Q Through its home brand, Sakura, and JV-brand, Donaldson, one-third of its revenue comes
from passenger vehicles (PV) whilst two-thirds from heavy duty and commercial vehicles
(CV), helping the company to remain resilient amidst the weak PV market.

| Export-driven with diversified global presence
O While focusing on the replacement market, management’s strategy this year is to leverage
its well-diversified global market amidst geopolitical uncertainty and Middle East conflict.
At 65% export to sales, overseas revenue grew 11% YoY in 2025, whilst domestic fell 8%

due to duty free CBU truck imports from China.

Q Its top five export destination countries are the US, Malaysia, Australia, Thailand and
Singapore. Revenue from the US grew 9% due to more favourable tariffs on automobiles
and automobile parts (Section 232) for Indonesia at 27.5% versus China up to 85%,
making customers to shift as it becomes more competitive than Chinese products.

QO The company also exports to Europe (10% of revenue), where the 17% YoY decline in
2025 was due to reduced exposure to Russia to mitigate risk of collectability in response
to the Russia-Ukraine war. Restrictions on the Strait of Hormuz will likely impact Europe
exports, thus management wants to shift its focus to Australia and the US this year.

| All time high margins and risks
QO SMSM'’s margin has grown over the years, from a 31% gross margin and 15% net margin
in 2015, to 37% and 21% in 2025. Economies of scale and a focus on the aftermarket
segment, automation and vertical integration (distributors and suppliers’ integration) have
helped SMSM’s margins to be superior to other auto-parts players.

Q The main raw material in radiators is aluminium, which is up 11% YTD, whilst for filters it
is media paper, steel plate and rubber. Management shared it usually takes three months
to raise prices and mostly imports these from Korea and China. It also has pricing power
especially as a leader in the domestic market with 30% share.

O SMSM hasalso seen a higher OEM contribution, from 16% in 2022 to 21% in 2025, which
has lower margins than the aftermarket segment.

| Guidance 2026
QO Management guided for 5% revenue and 10% net profit growth in 2026. The first half of
the year is typically slower in seasonality versus the second half, but management shared
Jan-Feb has been good so far, yet March should be affected by fewer workdays.

O The company is in a net cash position, with it maintaining Rp1.1tn cash (>60% US dollars)
since 2023. SMSM has paid a quarterly dividend since 2015 with a commitment to yearly
dividend growth (19% 20-year Cagr). It guided for Rp140-Rmb145/share in total
dividends for 2025 (72%-74% payout, c.8% yield), with the final dividend to be paid in
June 2026.

O SMSM currently trades at 8.2x 2026 PE based on its guidance.
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Figure 1 Figure 2
SMSM yearly revenue since listing, 18% 33-year Cagr SMSM yearly net profit since listing, 28% 33-year Cagr
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Figure 5 Figure 6
SMSM revenue breakdown by product SMSM revenue breakdown by geography
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Figure 7 Figure 8
Revenue growth by geography Top 10 export destinations by countries
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Figure 9 Figure 10
SMSM margins SMSM product segment (aftermarket versus OEM)
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SMSM net gearing SMSM dividend and growth
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Figure 15
CLSA group meeting with SMSM Vice President Director, CFO, Investor Relations
Source: CLSA
Figure 16
Indonesia auto-parts peer valuations
Ticker Company Market cap PE (2025), x PE (2026), x Revenue NPAT Ebit margin EPS growth ROE
(US$bn) (2026) (2026) (2026) (2026) (2026)
SMSM |J Selamat Sempurna 0.6 9.4 8.6 5,805 1,149 26% 8% 20%
AUTO 1) Astra Otoparts 0.7 5.9 5.4 20,824 2,306 6% 10% 14%
DRMA |J Dharma Polimetal 0.3 7.6 7.0 6,285 687 13% 9% 22%
BOLT IJ Garuda Metalindo 0.1 20.6 18.8 1,648 55 12% 9% 12%
Average 10.9 10.0 14% 9% 17%

Source: Bloomberg. 2026 figures using Bloomberg Consensus (30 March 2026)
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ADR Group (N-R)
Astra Otoparts (N-R)
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Donaldson Co. (N-R)
Garuda Metalindo (N-R)
Selamat Sempurna (N-R)
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independent, clear, fair, and not misleading. Regulations or market
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to be made for certain actual, potential or perceived conflicts of
interests relating to a research report as below. This research
disclosure should be read in conjunction with the research disclaimer
as set out hereof and at www.clsa.com/disclaimer.html, the Terms and
Conditions of Use as set out at https://www.clsa.com/terms-and-
conditions-of-use/ and the applicable regulation of the concerned
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are strongly encouraged to review this disclaimer before investing.

Neither analysts nor their household members or associates may
have a financial interest in, or be an officer, director or advisory board
member of companies covered by the analyst unless disclosed herein.
In circumstances where an analyst has a pre-existing holding in any
securities under coverage, those holdings are grandfathered and the
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report. (For full disclosure of interest for all companies covered by
CLSA in this report, please refer to
http://www.clsa.com/member/research_disclosures/ for details.)

As analyst(s) of this report, I/we hereby certify that the views
expressed in this research report accurately reflect my/our own
personal views about the securities and/or the issuers and that no
part of my/our compensation was, is, or will be directly or indirectly
related to the specific recommendation or views contained in this
report or to any investment banking relationship with the subject
company covered in this report (for the past one year) or otherwise
any other relationship with such company which leads to receipt of
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has/have not been placed under any undue influence, intervention or
pressure by any person/s in compiling this research report. In
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possession of any material, non-public information regarding the
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below (if any), the analyst(s) is/are not aware of any material conflict
of interest.

Key to CLSA investment rankings: From 16 December 2024:
High-Conviction Outperform (HC O-PF): Strong conviction that a top-
quartile stock (by expected return in analyst's coverage) will
outperform and total stock return (TSR) expected to exceed or be
equal to 10%; Outperform (O-PF): TSR expected to exceed or be equal
to 10%; Hold (HLD): TSR expected to be below 10% but more than or
equal to negative 10%; Underperform (U-PF): TSR expected to be
below negative 10%; High-Conviction Underperform (HC U-PF):
Strong conviction that a bottom-quartile stock (by expected return in
analyst’s coverage) will underperform and total stock return expected
to be below negative 10%. TSR is up/downside to 12-month target
price plus dividend. From 6pm (HK time) on 28 June 2024 and up to
16 December 2024: Outperform (O-PF): TSR expected to exceed or
be equal to 10%; Hold (HLD): TSR expected to be below 10% but more
than or equal to negative 10%; Underperform (U-PF): TSR expected
to be below negative 10%. Up to 6pm (HK time) on 28 June 2024:
BUY: Total stock return (including dividends) expected to exceed
20%; O-PF (aka ACCUMULATE): Total expected return below 20%
but exceeding market return; U-PF (aka REDUCE): Total expected
return positive but below market return; SELL: Total return expected
to be negative. For relative performance, we benchmarked the 12-
month total forecast return (including dividends) for the stock against
the 12-month forecast return (including dividends) for the market on
which the stock trades.

According to the key to CLSA investment rankings effective from
16 December 2024: Overall rating distribution for CLSA only
Universe: High-Conviction Outperform - CLSA: 6.94%, Outperform -
CLSA: 63.81%, Hold - CLSA: 22.80%, Underperform - CLSA: 5.45%,
High-Conviction Underperform - CLSA: 0.21%, Restricted - CLSA:
0.78%; Data as of 1 Jan 2026. Investment banking clients as a % of
rating category: High-Conviction Outperform - CLSA 0.78%,
Outperform - CLSA: 14.52%, Hold - CLSA: 1.63%, Underperform -
CLSA: 0.57%, High-Conviction Underperform - CLSA: 0.00%,
Restricted - CLSA: 0.78%. Data for 12-month period ending 1 Jan
2026. For purposes of regulatory disclosure only, our High-Conviction
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Outperform and Outperform ratings fall into a buy rating category;
our Hold rating falls into a hold rating category; and our High-
Conviction Underperform and Underperform ratings fall into a sell
rating category.
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warranty as to its fairness, adequacy, accuracy, completeness or
correctness. The replication of any third party views in this report
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with or concurs with such views. None of CLSA, its affiliates and their
respective directors, officers, employees, advisers and
representatives makes any representation or warranty, express or
implied, as to and no reliance should be placed on, the fairness,
accuracy, completeness or correctness of such data or information
contained herein or any statement made in this report. Any opinions
or estimates herein reflect the judgment of the analyst(s) at the date
of this report and are subject to change at any time without notice.
Where any part of the information, opinions or estimates contained
herein reflects the views and opinions of a salesperson or a non-
analyst, such views and opinions may not correspond to the published
view of CLSA. Any price target given in the report may be projected
from one or more valuation models and hence any price target may
be subject to the inherent risk of the selected model as well as other
external risk factors. Where the publication does not contain ratings,
the material should not be construed as research but is offered as
factual commentary. It is not intended to, nor should it be used to
form an investment opinion about the non-rated companies.

This report is for information purposes only and it does not
constitute or contain, and should not be considered as an offer or
invitation to sell, or any solicitation or invitation of any offer to
subscribe for or purchase any securities in any jurisdiction and
recipient of this report must make its own independent decisions
regarding any securities or financial instruments mentioned herein.
This is not intended to provide professional, investment or any other
type of advice or recommendation and does not take into account the
particular investment objectives, financial situation or needs of
individual recipients. Before acting on any information in this report,
you should consider whether it is suitable for your particular
circumstances and, if appropriate, seek professional advice, including
legal or tax advice. Investments involve risks, and investors should

exercise prudence and their own judgment in making their investment
decisions. The value of any investment or income may go down as
well as up, and investors may not get back the full (or any) amount
invested. Investments that are denominated in foreign currencies may
fluctuate in value as a result of exposure to movements of exchange
rate. Past performance is not necessarily a guide to future
performance or liquidity. CLSA does not accept any responsibility and
cannot be held liable for any person’s use of or reliance on the
information and opinions contained herein. To the extent permitted
by applicable securities laws and regulations, CLSA accepts no liability
whatsoever for any direct or consequential loss arising from the use
of this report or its contents.

To maintain the independence and integrity of our research, our
Corporate Finance, Sales Trading, Asset Management and Research
business lines are distinct from one another. This means that CLSA’s
Research department is not part of and does not report to CLSA's
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Management department supervises or controls the activities of
CLSA’s research analysts. CLSA’s research analysts report to the
management of the Research department, who in turn report to
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internal controls designed to manage conflicts of interest that may
arise as a result of CLSA engaging in Corporate Finance, Sales and
Trading, Asset Management and Research activities. Some examples
of these controls include: the use of information barriers and other
controls designed to ensure that confidential information is only
shared on a “need to know” basis and in compliance with CLSA’s
Chinese Wall policies and procedures; measures designed to ensure
that interactions that may occur among CLSA’s Research personnel,
Corporate Finance, Asset Management, and Sales and Trading
personnel, CLSA’s financial product issuers and CLSA’s research
analysts do not compromise the integrity and independence of CLSA’s
research.

Subject to any applicable laws and regulations at any given time,
CLSA, its affiliates, officers, directors or employees may have used the
information contained herein before or after publication and may
have positions in, or may from time to time purchase or sell or have
an interest or a material interest in any of the securities mentioned or
related securities, or may currently or in future have or have had a
business or financial relationship with, or may provide or have
provided corporate finance/capital markets and/or other services to,
the entities referred to herein, their advisors and/or any other
connected parties. As a result, you should be aware that CLSA and/or
its affiliates, officers, directors or employees may have one or more
conflicts of interest. Regulations or market practice of some
jurisdictions/markets prescribe certain disclosures to be made for
certain actual, potential or perceived conflicts of interests relating to
research reports. Details of the disclosable interest can be found in
certain reports as required by the relevant rules and regulation and
the full details of conflicts of interest with companies under coverage
are available at http://www.clsa.com/member/research_disclosures/.
Disclosures therein include the position of CLSA only. Unless
specified otherwise, CLSA did not receive any compensation or other
benefits from the subject company, covered in this report, or from any
third party. For CITICS disclosure about specific companies
mentioned herein, please access:
https://www.clsa.com/member/research_disclosures_citics/. If
investors have any difficulty accessing this website, please contact
webadmin@clsa.com/login.enquiry@clsa.com. If you require
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You should make your own independent evaluation of the
relevance, adequacy, and correctness of information contained in this
report and conduct such investigations as you deem necessary,
including making inquiries with the company and obtaining
independent financial or investment advice before making critical
decisions. You shall not use or rely on the contents of the information
herein for any purpose. You shall apply caution when using this report
at your own risk. You shall assume full responsibility for any
interpretations, decisions, or actions taken based on the information
provided and assume all risks associated with the use of this report,
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of Hong Kong and to the non-exclusive jurisdiction of the courts of
Hong Kong in connection with any suite, action or proceeding arising
out of or in connection with this material. In the event any of the
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who qualify as an "Institutional Investor", "Accredited Investor" or
"Expert Investor" MDDI (P) 035/11/2025; in Thailand by CLSA
Securities (Thailand) Limited; and in the European Economic Area
(‘EEA”) by CLSA Europe BV and in the United Kingdom by CLSA (UK).

China Hong Kong: This research report is distributed by CLSA
Limited. This research report is distributed in Hong Kong only to
professional investors (as defined in the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) and any rules
promulgated thereunder) and may not be distributed to retail
investors. Recipients should contact CLSA Limited, Tel: +852 2600
8888 inrespect of any matters arising from, or in connection with, the
analysis or report.

Australia: CLSA Australia Pty Ltd (“CAPL”) (ABN 53 139 992
331/AFS License No: 350159) is regulated by the Australian
Securities and Investments Commission (“ASIC”) and is a Market
Participant of ASX Limited and Cboe Australia Pty Ltd. This material
is issued and distributed by CAPL in Australia to "wholesale clients"
only. This material does not take into account the specific investment
objectives, financial situation or particular needs of the recipient. The
recipient of this material must not distribute it to any third party
without the prior written consent of CAPL. For the purposes of this
paragraph the term "wholesale client" has the meaning given in
section 761G of the Corporations Act 2001. CAPL's research
coverage universe spans listed securities across the ASX All
Ordinaries index, securities listed on offshore markets, unlisted
issuers and investment products which Research management deem

to be relevant to the investor base from time to time. CAPL seeks to
cover companies of relevance to its domestic and international
investor base across a variety of sectors.

India: CLSA India Private Limited, incorporated in November 1994
provides equity brokerage services (SEBI Registration No:
INZ0O00001735), research services (SEBI Registration No:
INHO00001113) and merchant banking services (SEBI Registration
No.INM000010619) to global institutional investors, pension funds
and corporates. CLSA and its associates may have debt holdings in the
subject company. Further, CLSA and its associates, in the past 12
months, may have received compensation for non-investment
banking services and/or non-securities related services from the
subject company. For further details of “associates” of CLSA India
please contact Compliance-India@clsa.com. Registration granted by
SEBI and certification from NISM in no way guarantee performance
of CLSA India Private Limited or provide any assurance of returns to
investors. Compliance officer & Grievance officer: Neeta Sanghavi,
Tel: 22 6650 5050. Email address of Compliance officer and
Grievance cell: compliance-india@clsa.com.

Singapore: This report is distributed in Singapore by CLSA
Singapore Pte Ltd to institutional investors, accredited investors or
expert investors (each as defined under the Financial Advisers
Regulations) only. Singapore recipients should contact CLSA
Singapore Pte Ltd, 80 Raffles Place, #18-01, UOB Plaza 1, Singapore
048624, Tel: +65 6416 7888, in respect of any matters arising from,
or in connection with, the analysis or report. By virtue of your status
as an institutional investor, accredited investor or expert investor,
CLSA Singapore Pte Ltd is exempted from complying with certain
requirements under the Financial Advisers Act 2001, the Financial
Advisers Regulations and the relevant Notices and Guidelines issued
thereunder (as disclosed in Part C of the Securities Dealing Services -
Singapore Annex of the CLSA terms of business), in respect of any
financial advisory services that CLSA Singapore Pte Ltd may provide
to you. MDDI (P) 035/11/2025.

United States of America: Where any section is compiled by non-
US analyst(s), it is distributed into the United States in one of two
ways: 1) by CLSA Americas, LLC, as third party research, or 2) by CLSA
(except CLSA Americas, LLC) solely to persons who qualify as "Major
US Institutional Investors" as defined in Rule 15a-6 under the
Securities and Exchange Act of 1934 and who deal with CLSA
Americas, LLC. However, the delivery of this research report to any
person in the United States shall not be deemed a recommendation
to effect any transactions in the securities discussed herein or an
endorsement of any opinion expressed herein. Any recipient of this
research in the United States wishing to effect a transaction in any
security mentioned herein should do so by contacting CLSA Americas,
LLC.

CLSA Americas, LLC acts as a Rule 15a-6 broker pursuant to Rule
15a-6 under the U.S. Securities Exchange Act of 1934 to each of the
non-U.S. broker-dealer affiliate Groups, CITIC Securities and CLSA.

Each of these Groups produces its own research, desk reports or
commentary (collectively, “Securities Analysis”). Each non-U.S.
broker-dealer has separate distribution lists for the transmission of its
Securities Analysis, although some recipients may be on the
distribution lists of both broker-dealers. Information, opinions and
estimates contained in the Securities Analysis reflect the judgment of
the respective analyst(s), whether of CITIC Securities or of CLSA, who
produced the Securities Analysis at the date of its original publication
and are subject to changes without notification. The opinions in the
Securities Analysis also may be different from or contrary to the
opinions presented by other business departments, units or affiliates
of CITIC Securities and CLSA even on the same specific security. As
CLSA and CITIC Securities produce Securities Analyses independently
of each other, they may have adopted different assumptions,
standards, and analytical methods in the preparation of their
respective Securities Analyses, and may have different opinions,
ratings or recommendations with respect to any security. CLSA
Americas, LLC has no obligation to bring to the attention of any
recipient of the Securities Analysis any other Securities Analyses, or
differences between other Securities Analyses and the concerned
Securities Analysis.

Canada: This research report has been produced by CLSA. The
delivery of this research report to any person in Canada shall not be
deemed a recommendation to effect any transactions in the securities
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discussed herein or an endorsement of any opinion contained herein.

The United Kingdom: This document is a marketing
communication. It has not been prepared in accordance with the legal
requirements designed to promote the independence of investment
research, and is not subject to any prohibition on dealing ahead of the
dissemination of investment research. The document is disseminated
in the UK by CLSA (UK) and directed at persons having professional
experience in matters relating to investments, as defined in the
relevant applicable local regulations. Any investment activity to which
it relates is only available to such persons. If you do not have
professional experience in matters relating to investments you should
not rely on this document. CLSA (UK) is authorised and regulated by
the Financial Conduct Authority.

The European Economic Area (‘EEA”): Research is distributed by
CLSA Europe BV, authorised and regulated by the Netherlands
Authority for Financial Markets.

Malaysia: This publication is distributed by CLSA Securities
Malaysia Sdn Bhd (CLSA Malaysia) and is intended solely for persons
with sufficient knowledge and experience in investment. The
information contained herein pertains exclusively to those with such
expertise, and any investment decisions based on it should only be
undertaken by such persons. If a person lacks knowledge, experience,
or qualifications in investment matters, please refrain from relying on
this document. Malaysia recipients should contact CLSA Securities
Malaysia Sdn Bhd, Suite 21-01, Level 21, Menara Generali, 27 Jalan
Sultan Ismail, 50250 Kuala Lumpur, Tel: +603 20567888, in respect
of any matters arising from, or in connection with, the analysis or

report.

CLSA Malaysia’s research coverage universe spans listed
securities across the FBM KLCI Index, securities listed on offshore
markets, unlisted issuers and investment products which Research
management deem to be relevant to the investor base from time to
time. CLSA Malaysia seeks to cover companies of relevance to its
domestic and international investor base across a variety of sectors.

Korea: This research report has been prepared for informational
purposes only; it does not constitute an offer or a solicitation of an
offer to buy or sell any securities or other financial instruments. The
information and data contained in this report have been obtained
from sources we consider reliable; however, we make no
representation that the information provided in this report is accurate
or complete, and it should not be relied on as such. The recipient of
this report should use his/her independent judgment regarding the
sale or purchase of any securities or financial instruments mentioned
herein. We disclaim any liability whatsoever for any direct or
consequential loss arising from any use of this report or its contents.
This report is for our clients only.

For all other jurisdiction-specific disclaimers please refer to
https://www.clsa.com/disclaimer.html. The analysts/contributors to
this report may be employed by any relevant CLSA entity, which is
different from the entity that distributes the report in the respective
jurisdictions.© 2026 CLSA Limited.

Investment in securities market are subject to market
risks. Read all the related documents carefully before
investing.
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