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REGIONAL MARKET

Market Close +/- Chg (%)
MSCI Indonesia 7,470.6 (3.2) (0.0)
MSCI Asia-Ex Japan 598.3 (3.8) (0.6)
KLCI 1,440.1 - -
FSSTI 3,207.0 7.0 0.2
SET 1,482.1 (15.0) (1.0)
Hang Seng 173730  (238.8) (1.4)
Nikkei 31,8725 (499.4) (1.6)
Shanghai Comp 3,1105 32 0.1
Dow Jones 33,666.3 116.1 0.3
Source: Bloomberg
INDONESIA STOCK EXCHANGE

Level +/- Chg (%)
Index 6,937.8 14.0 0.2
LQ-45 953.3 0.9 0.1
Value (US$m) 703.1 (121.9) (14.8)
FOREIGN TRADE IN IDX
Net (US$m) Buy Sell Total (%)
(14.7) 258.2 2729 378
TOP VOLUME
Company Price Chg Volume

(Rp) (%) (1000)
GoTo Gojek Tokopedia 86 (1.1) 2,659,271
Smartfren Telecom 56 0.0 291,873
Bumi Resources 137 15 226,831
Metro Healthcare 515 (1.0) 226,014
Medco Energi 1,645 86 204,021
TOP GAINERS
Company Price Chg Volume

(Rp) (%) (000)
Medco Energi 1,645 8.6 204,021
Harum Energy 1,870 7.8 59,567
Multistrada 3,200 6.7 9
MAP Akiif Adiperkasa 805 5.2 42,693
Prima Andalan ) 5,500 48 1,084
TOP LOSERS
Company Price Chg Volume

(Rp) (%) (1000)
Bank Jago 2,030 4.2) 22,757
Mitra Adiperkasa 1,775 4.2) 29,649
Kalbe Farma 1,755 (2.8) 18,244
Saratoga Investama 1,815 (2.7) 25,542
Indofood CBP 11,000 (1.6) 2,605
COMMODITY TREND

28Sep 23 Chg (%)
Closing 1-day 1-mth

Forex (Rp/US$) 15,520 0.2 1.7
Crude Oil NYMEX (US$/bbl) 91.71 (2.1) 13.0
Coal Fut Newc (US$/tonne) 159.75 (0.4) na.
Nickel 3M LME 18,887 (0.6) 8.7)
Tin 3M LME 25,324 (1.3) (0.3)
Gold SPOT (US$/0z) 1,875 (1.0) (2.4)
CPO Fut Msia (MYR/tonne) 3,678 0.0 (3.2)

Source: Bloomberg, UOB Kay Hian




UOBKayHian

SECTOR UPDATE
Telecommunications — Indonesia

Fixed Broadband Remains Attractive Despite Starlink’s Potential Entry

Although Starlink, a satellite internet provider, might aim to operate directly as a
business-to-consumer (B2C) player in Indonesia, we think the potential impact to the
telco sector is still relatively minor for now. This considers our observation that the
prices of certain Indihome and XL Satu Fiber products are still way more attractive (52-
65% cheaper) than Starlink's standard plan prices for two other Southeast Asian
countries. Maintain OVERWEIGHT on the sector with ISAT and TOWR as our top picks.

WHAT'S NEW

o Starlink reportedly expressed interest in entering Indonesia’s telco industry.
According to Antara news (20 Sep 23), Communication and Informatics Ministry (Kominfo)
said Starlink showed an interest to develop its business and (directly) become one of the
players in Indonesia’s telecommunications (telco) industry. Thus, Kominfo requires Starlink
to follow existing procedures regarding operational permit for telco service, as well as the
Investment Ministry’s (BKPM) regulations, despite Starlink’s initial preference to operate as
an over-the-top (OTT) player.

e Telcos’ partnership with Starlink. PT Telkom Satelit Indonesia (Telkomsat) already
promoted one of its low-Earth-orbit (LEO) satellite communication service (using Starlink’s
satellite), named VSAT Star, in an industry exhibition (Jul 23). Telkomsat is fully owned by
Telkom Indonesia (TLKM). Smartfren (FREN) collaborates with Telkomsat to enhance
FREN's products for enterprises, while Indosat Ooredoo Hutchinson (ISAT) and XL Axiata
(EXCL) are also open to cooperate with Starlink, based on recent news reports (Sep 23).
Satellite, very small aperture terminal (VSAT) and other services are part of TLKM's
wholesale and international business (WIB) segment. 1H23 WIB segment revenue
contributed 11% to TLKM’s 1H23 revenue (excluding inter-segment revenues).

Local telcos’ fixed broadband might remain more attractive compared with Starlink for
areas with available fixed connectivity network. We observed that TLKM's Indihome Paket
Jitu Satu product and XL Satu Fiber’s product (unlimited internet and 8GB quota for two
phone numbers) are still cheaper (52-59% for Indihome and 65% for XL Satu) than the
average Starlink's standard plan price of Rp731,000 in Malaysia and the Philippines
(excluding Starlink's hardware cost of about Rp7mn). We think the actual impact would
depend on the regulation’s implementation and actual pricing of Starlink’s products, among
other factors.

ACTION

e Maintain OVERWEIGHT. We continue to like the telco sector given more rational data
pricing, rising smartphone adoption, and telco companies benefitting from economic
recovery.

e Our top picks: Indosat (ISAT IJ/BUY/Target: Rp10,400) and... This is on the back of: a)
ISAT's ability to increase its market share, b) its strong earnings growth prospects in 2023
and 2024, and c) good balance sheet quality. ISAT trades at 5.0x EV/EBITDA (average
EBITDA in 2023-24), implying around 4% discount to +1SD.

PEER COMPARISON
Price Target Potential ~ Market AMAvg - PE
Company Ticker Rec 27Sep23  Price Upside Cap Turnover  2023F
(Rp) (Rp) (%) (US$m)  (USsm) ()
Telkom Indonesia* TLKM  BUY 3,720 4,700 26.3 23,744 22.6 145
XL Axiata EXCL  BUY 2,360 2,500 5.9 1,996 34 38.1
Indosat ISAT BUY 9,675 10,400 75 5,026 23 78.3
Sarana Menara Nusantara TOWR ~ BUY 960 1,200 25.0 3,156 17 13.0

Source: Bloomberg, UOB Kay Hian
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OVERWEIGHT
(Maintained)
SECTOR PICKS
Price Target
Ticker Rec 27-Sep-23  Price
(Rp) (Rp)
Indosat ISAT ) 9,675 10,400
Sarana Menara TOWR IJ 960 1,200
Nusantara

Source: UOB Kay Hian
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2024F  2023F  2024F  2023F
) ) (x) ®) %)
142 64 62 189 185
426 41 39 40 42
620 53 49 6.2 5.2
139 95 90 208 192

LinkNet ~ MNCPlay MyRepublic XL Home

Net

2024F  Gearing

(%)
156

9.6
284
2732

*) EV/EBITDA is adjusted to ownership in Telkomsel.
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e ...Sarana Menara Nusantara (TOWR 1J/BUY/Target: Rp1,200), considering several
factors: a) 2023/24 fibre to the tower (FTTT) and connectivity revenue surging 29%/24%, b)
potentially higher demand for fibre optic services, ¢) revenue contribution from big telcos
rising to 76% in 1H23 vs 58% in 2021, implying better quality in tenancies, and d) 2024
core profit growth recovering to +4% yoy (2023: -7% yoy). TOWR trades at 2023/24
EV/EBITDA of 9.5/9.0x, 5/10% cheaper than its historical average.

o Starlink allowed to support TLKM’s network. Starlink is a LEO satellite constellation
providing broadband access. Starlink is owned by Space Exploration Technologies Corp
(SpaceX), a provider of launch service founded by Elon Musk. In Jun 22, Kominfo gave the
anchoring right (Hak Labuh) of Starlink’s satellite to PT Telkom Satelit Indonesia
(Telkomsat) as a licence for Telkomsat to give services on intermediary networks. This
right only applies for a closed fixed network operation, not for direct internet access
services for retail customers. TLKM commented that broadband satellites service with a
more affordable price is needed to fulfil the need for broadband in rural areas, while fixed

and mobile broadband could cover urban, suburban, and a small number of rural areas.

STARLINK’S WEBSITE IS AVAILABLE IN BAHASA INDONESIA

PESAN STARLINK

JAKARTA, INDONESIA

BIAYA (JATUH TEMPO HARI INI)

Informasi Layanan

LIHAT PETA KETERSETLAAN

Source: Starlink (Sep 23)

e Fixed broadband pricing comparison: Starlink vs local telcos. Based on our
observation, the average service cost of Starlink’s standard plan in two Southeast Asian
countries (Malaysia and the Philippines) is Rp731,000 per month. This is higher than the
following local telcos’ products with fixed broadband access: a) Indihome’s Paket Jitu Satu
(up to 50Mbps) priced at Rp299,000 to Rp350,000/month with Rp150,000 installation cost
(discounted), b) XL Satu Fiber (30-50Mbps) priced at Rp259,000/month with unlimited

US§9,00

internet, 8GB quota for two phone numbers, and free installation cost.

STARLINK’S STANDARD PLAN IN SEVERAL COUNTRIES

Country Area = Ayl First Order's Total Cost*
for the Area
(According to Starlink) (In Rupiah)  (In USD)
. Kuala )
Malaysia Immediately MYR 2,300 Rp7,581,988 $489
Lumpur
Philippines  Manila 2023 MYR 28,000 Rp7,633,770 $492
Indonesia  Jakarta 2024 (subject to NA NA NA NA
regulatory approval)

(In Rupiah)

MYR 220 Rp725,234

NA

Monthly Service Cost

(InUSD)

$47

PHP 2,700 Rp736,114  $47

NA

Hardware Cost

MYR 2,300

PHP 28,000

NA

Deposit

PHP 2,700

$9

* Calculated from hardware cost added with service cost for one month.
Source: Starlink, Bloomberg, UOB Kay Hian.

RISK

e Downside risks include: a) intensifying competition from existing and/or new players, b)

worsening macroeconomic conditions, and c) additional costs.
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INDONESIA’S POPULATION DENSITY VARIES
BETWEEN REGIONS, WHICH MIGHT PARTLY
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TLKM: EV/EBITDA BAND

+25TD (9.9x)
+15TD (8.6x)
Avg. (7.3%)

-15TD (6.0x)

-25TD (4.7%)

Source: TLKM, Bloomberg, UOB Kay Hian
EXCL: EV/IEBITDA BAND
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* Including financial lease.
Source: EXCL, Bloomberg, UOB Kay Hian

ISAT: EVIEBITDA BAND

+25TD (6.1x)

+15TD (5.2x)
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* Including financial lease.
Source: EXCL, Bloomberg, UOB Kay Hian

TOWR: EV/EBITDA BAND

+2STD(13.5%)
+1STD(11.7x)
Avg. (10.0x)
-1STD(8.2x)

25TD(6.5¢)

* Including financial lease.
Source: EXCL, Bloomberg, UOB Kay Hian
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VALUATION

e Indosat (ISAT 1J/BUY/Target: Rp10,400). Our target price is based on 5.2x EV/EBITDA
applied to average 2023 and 2024 EBITDA, pegged to ISAT's historical +1SD EV/EBITDA.

e Telkom Indonesia (TLKM 1J/BUY/Target: Rp4,700). We base our target price on 7.8x
EV/EBITDA applied to TLKM's 2023 EBITDA (adjusted for ownership in Telkomsel).

e XL Axiata (EXCL IJ/BUY/Target: Rp2,500). Our target price is derived by applying
EV/EBITDA of 4x, lower than ISAT’s (5x), to EXCL'’s 2023-24 average EBITDA.

e Sarana Menara Nusantara (TOWR 1J/BUY/Target: Rp1,200). Our target price is based
on 10.5x EV/EBITDA (slightly higher than TOWR'’s historical average; below Tower
Bersama'’s valuation), applied to 2023-24 average EBITDA.

Refer to last page for important disclosures. 4
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Disclosures/Disclaimers

This report is prepared by PT UOB Kay Hian Sekuritas (“PT UOBKH"), a licensed broker dealer registered in the Republic of Indonesia
and a member of the Indonesia Stock Exchange (“IDX”)

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of PT UOBKH. This report is not directed to or intended for distribution to or
use by any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as PT
UOBKH may determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to
applicable law or would subject PT UOBKH and its associates and its officers, employees and representatives to any registration, licensing
or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by PT UOBKH to be reliable.
However, PT UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and PT UOBKH
accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information PT UOBKH and its associate
may have issued other reports expressing views different from the Information and all views expressed in all reports of PT UOBKH and its
connected persons are subject to change without notice. PT UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) PT UOBKH, its associates and its officers, employees and representatives may, to the extent
permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit business
from, the subject corporation(s) referred to in this report; (2) PT UOBKH, its associate and its officers, employees and representatives may
also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business from, other persons in
respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, employees and
representatives of PT UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) referred to in
this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) PT UOBKH may otherwise have an interest
(including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report is prepared by PT UOBKH, a company authorized, as noted above, to engage in securities activities in Indonesia. PT
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by PT UOBKH (whether
directly or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption
from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons
that receive this document by way of distribution from or which they regard as being from PT UOBKH by their acceptance thereof
represent and agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through PT UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures.
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Analyst Certification/Regulation AC

Each research analyst of PT UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of PT UOBKH or any other person, any of the Subject
Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not
receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any
sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the
compensation received by each such research analyst is based upon various factors, including PT UOBKH total revenues, a portion of
which are generated from PT UOBKH business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (*OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore. Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States  of | laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2023, PT UOB Kay Hian Sekuritas. All rights reserved.
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