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Flattish demand outlook with stabilising prices, dividend yield remains attractive.

Downgrade to UNDERWEIGHT.
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Semen Indonesia (SMGR 1J): Technical BUY
Summarecon Agung (SMRA 1J): Technical BUY

Refer to last page for important disclosures.

Page 2

Page 5

Tuesday, 28 November 2023

REGIONAL MARKET

Market Close +/- Chg (%)
MSCI Indonesia 7,268.3 (12.0) (0.2)
MSCI Asia-Ex Japan 616.4 (1.8) (0.3
KLCI 1,448.2 (5.8) (0.4)
FSSTI 3,086.4 (8.4) (0.3)
SET 1,393.4 (4.0) (03)
Hang Seng 17,525.1 (34.4) 0.2)
Nikkei 33,447.7 (177.9) (0.5)
Shanghai Comp 3,03L.7 9.3) 0.3
Dow Jones 35,333.5 (56.7) 0.2)

Source: Bloomberg

INDONESIA STOCK EXCHANGE

Level +/- Chg (%)
Index 7,013.4 38 01
LQ-45 924.1 07 0.1
Value (US$m) 793.3 0.0 0.0

FOREIGN TRADE IN IDX
Net (US$m) Buy Sell Total (%)
60.9 203.1 1422 218

TOP TRADING TURNOVER

Company Price Chg 5-day ADT

(Rp) (%) (Rpb)
Bank Rakyat Indonesia 5,350 (0.9) 600
Amman Mineral 7,550 5.6 524
Bank Central Asia 8,875 (0.6) 516
GoTo Gojek Tokopedia 95 11 496
Bank Negara Indonesia 5,275 1.4 394

TOP GAINERS

Company Price Chg 5-day ADT
(Rp) (%) (Rph)
MD Pictures 3,810 79 65
Bumi Resources Minerals 200 7.0 62
Merdeka Battery Materials 620 6.9 32
Adaro Minerals 1,255 6.4 40
TOP LOSERS
Company Price Chg 5-day ADT
(Rp) (%) (Rph)
DCI Indonesia 42,900 (20.0) 3
Pantai Indah Kapuk Dua 4,300 (7.3) 52
MAP Aktif Adiperkasa 810 4.2) 9
Barito Pacific 945 4.2) 155
Siloam International 2,260 (3.8) 8

*ADT: Average daily turnover

COMMODITY TREND

27 Nov 23 Chg (%)

Closing 1-day 1-mth
Forex (Rp/USS) 15,494 (0.5) 2.8)
Crude Oil NYMEX (US$/bbl) 74.86 09) (125)
Coal Fut Newc (US$/tonne) 127.50 (0.3) na.
Nickel 3M LME 16,138 00 (122
Tin 3M LME 23,884 0.0 4.2)
Gold SPOT (US$loz) 2,014 0.7 0.4
CPO Fut Msia (MYR/tonne) 3,766 (0.4) 25

Source: Bloomberg, UOB Kay Hian




UOBKayHian

SECTOR UPDATE

Coal — Indonesia
Flattish Demand Outlook With Stabilising Prices, Dividend Yield Remains Attractive

We lower our coal average price assumptions to US$173/tonne for 2023 and
US$136/tonne for 2024. |EA forecasts global coal demand to remain flat in 2024.
Indonesia’s coal production should peak in 2023 and remain flat in 2024 on more coal
supply coming from China and Australia. Dividend payments are still attractive with high
yield of 5-10%. NPAT should decline by more than 40% in 2023 and followed by more
than 20% in 2024. Downgrade to UNDERWEIGHT; maintain HOLD on ADRO but SELL
ITMG.

WHAT'S NEW

e We lower our coal average price assumptions for 2023 and 2024 slightly to
US$173/tonne and US$136/tonne respectively vs US$175/tonne and US$140/tonne
previously. We adjust down our 2023-24 average Newcastle coal price assumptions
following the lower-than-expected coal prices movement in Oct-Nov 23 with current prices
of US$120-125/tonne. China's increasing domestic coal production and high inventory
level are weighing coal prices in Nov 23, and we believe this trend could continue until Dec
23. In 2024, we foresee a mild increase in coal prices to an average at US$136/tonne
considering the potential recovery in coal demand from China and India due to a reduction
in coal inventory during the winter season.

Flattish global coal demand in 2024. The International Energy Agency (IEA) expects
global coal demand to remain flat at 8.4b tonnes (-0.1% yoy) in 2024, slightly decreasing
from 2023's level. China's slower GDP growth outlook in 2024 will lead to lower coal import
with higher domestic production, but with demand remaining high. Coal import demand
from the US and Europe in 2024 might also come lower but this could be offset by
increasing demand from India and Southeast Asia countries.

Indonesia's coal production could peak in 2023 but remain flat in 2024 on more coal
supply coming from China and Australia. According to the Ministry of Energy and
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(Downgraded)
TOP PICKS
Share  Target
Company Ticker Rec  Price  Price
(Rp)  (Rp)
Adaro Energy Indonesia ~ ADROI1J HOLD 2,550 2,400
Indo Tambangraya Megah ITMGI1J  SELL 25,200 21,000
Source: UOB Kay Hian
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Mineral Resources (MEMR), Indonesia's coal production as of mid-Nov 23 had reached Chim angs e s
665m tonnes ytd, accounting for 95.7% of its full-year target of 695m tonnes, which the vt A T emand
highest ever coal production for Indonesia. 3Q23 has been a dry season, proving  soyce: [, UoB Kay Hian
advantageous in ramping up coal production in Indonesia. In 2024, MEMR expects i
Indonesia’s coal production to reach around 700m tonnes (+0.7% yoy) following the flattish  [NDONESIA'S COAL PRODUCTION
global coal demand. {m tonnes)
687 695 700
« Dividend payments remain attractive. Coal companies are likely to continue paying ™ - 614
high-yield dividends ranging from 5-10%. In Dec 22, Adaro Energy Indonesia (ADRO)
. . . . o e . . . . . 500
distributed an interim dividend of Rp251/share with a yield of 6.5%, and distributed a final -
dividend of Rp241/share in May 23 with a yield of 9.8%. In total, ADRO paid out 40% of its -
2022 net profit as dividends. Hence, we expect ADRO to pay out 40% of its 1H23 NPAT of
US$874m as interim dividends (last year's dividends payout ratio was 40%), which
amounts to US$350m or ~Rp170/share in Dec 23, and translates to a yield of 6.7%. .
e On t_he oth_er_ hand, Indo Tambangraya_ M(_agah (ITM_G) p_aid pL_Jt 63% of its 2022 net ¢ Bloomberg, UOB Kay Hian
profit as dividends. In Sep 23, ITMG distributed an interim dividend of Rp2,660/share
with yield of 8.8%. Thus, assuming the same payout ratio for the final dividend, we expect /NALYST(S) -
ITMG to pay a final dividend of Rp2,540/share in Apr 24 with a potential yield of 10% to its Limartha Adhiputra
current share price +6221 2993 3914 _
limarthaadhiputra@uobkayhian.com
PEER COMPARISON
Price Target  Potential ~ Market 3MAvg - EVIEBITDA ----  ----eee- PE -eeee eeeees PIB e eeeeees ROE -------- Net
Company Ticker Rec  27-Nov-23  Price Upside Cap Turnover  2023F  2024F  2023F 2024F 2023F 2024F 2023F 2024F  Gearing
(Rp) (Rp) (%) (US$m)  (US$m) (x) () () () () () (%) (%) (%)
Adaro Energy Indonesia  ADRO ~ HOLD 2,550 2400  5.9% 5,262 8.1 18 23 36 5.1 08 07 234 153 397
Indo Tambangraya Megah ITMG ~ SELL 25200 21,000  -16.7% 1,837 2.7 23 2.7 33 43 11 10 308 246  -708
Bumi Resources BUMI NR 107 n.a. n.a. 2,563 4.1 n.a. n.a. n.a. n.a. 1.6 1.6 n.a. n.a. 2.3
Bukit Asam PTBA MR 2,440 na. na. 1,814 26 26 31 44 5.2 15 15 239 219 532
Indika Energy INDY NR 1,530 na. na 514 14 22 35 19 2.7 04 04 191 107 4.4
Banpu Public Co BANPU  NR 3,517 na. na. 2,259 246 71 7.2 9.3 8.4 05 05 7.2 6.0 88.5
Coal India COAL  NR 62816 na. na 24,818 483 44 49 7.0 7.8 36 36 584 400  -66.8
Average 131 32 3.8 49 5.4 13 13 267 190  -206

Source: Bloomberg, UOB Kay Hian
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¢ Awaiting the implementation of MIP scheme in Jan 24. Mitra Instansi Pemerintah (MIP)
is a private agency acting as a government partner to collect levies from coal companies
that sell produced coal less than the 25% domestic market obligation (DMOQ) requirement
and distribute the levy to coal companies who sell more coal than the DMO requirement.
The government plans to implement the MIP scheme in Jan 24 after being postponed from
late-22. Based on the current sales proportion, ADRO and ITMG have fulfilled the
minimum 25% DMO requirement, so we foresee no imminent impact on ADRO and ITMG.
Bukit Asam (PTBA) is a coal companies that will be positively impacted by the MIP
scheme as 60% of its sales is domestic.

ACTION

e Downgrade the coal sector to UNDERWEIGHT as we foresee a potential lower average
coal price and lower NPAT in 2024. We maintain HOLD on ADRO with a target price of
Rp2,400 as we expect ADRO to pay an interim dividend in Dec 23 with potential yield of
6.7%, and SELL ITMG with a target price of Rp21,000 due to the expectation of lower
NPAT in 2024.

ESSENTIALS

e Share prices tend to rise in the 1-3 months before the dividend cum date. Our
analysis on the historical share price performance of ADRO and ITMG prior the cum
dividend date in the last five years showed that ADRO's share price rose 5.1% in the one
month before the cum dividend date, while that of ITMG rose 9.7% in the three months
prior the cum dividend date. Hence, we suggest that investors who want to buy coal stocks
based on dividend sentiment can start taking positions in ADRO one month before the cum
dividend date, and three months before the cum dividend date for ITMG. We also
recommend investors to sell on the cum dividend date as share prices will drop as much
as the amount of dividend per share after the cum dividend date.

2023 NPAT to decline more than 40%; 2024 NPAT to drop 20%. Our lower coal
average assumptions for 2023-24 could result in stocks under our coverage see 2023
NPAT drop by more than 40% and 2024 NPAT decline by 20%.

a) ADRO's net profit will likely fall 41% yoy to US$1.5b in 2023 and 29% to US$1.0b
in 2024 as coal prices normalise further towards 2024. We assume ADRO's 2023
ASP at US$92.40/tonne (-28.5% yoy) with total coal sales volume of 63m tonnes. In
2024, we assume ADRO's ASP at US$81.10/tonne (-12.2% yoy) with total coal sales
volume of 64m tonnes. All in all, we maintain ADRO's 2023 revenue at US$6.0b
(-25.7% yoy) and 2024 revenue at US$5.4b (-10.4% yoy). ADRO's 2023 EBITDA will be
US$2.9b (-39.7% yoy) and 2024 EBITDA will be US$2.2b (-21.7% yoy).

b) ITMG's net profit expected to drop 53.4% yoy to US$559m in 2023 and 24.1% to
US$425m in 2024 as coal prices normalise further towards 2024. We expect ITMG
to produce 17.0m tonnes of coal in 2023 and 19.0m tonnes of coal in 2024. We expect
ITMG's 2023-24 ASP at US$114/tonne and US$103/tonne respectively. All in all, we
maintain ITMG's 2023 revenue at US$2.4b (-34.4% yoy) and 2024 revenue at US$2.2b
(-8.2% yoy). ITMG's 2023 EBITDA will be US$813m (-53.8% yoy) and 2024 EBITDA
will be US$684m (-15.9% yoy).

EARNINGS REVISION/RISK
¢ No earnings revision on ADRO.

¢ No earnings revision on ITMG.

¢ Risk. We remain cautious on a further decline in coal price as it could negatively impact
share prices of coal-related stocks. ADRO and ITMG could decline further if global coal
prices continue to drop lower than our expectation in 2024.

VALUATION/RECOMMENDATION

¢ ADRO: Maintain HOLD with a target price of Rp2,400, based on -1SD to its five-year
forward 2023 EV/EBITDA of 0.9x and its -1SD to five-year forward 2023 PE of 3.4x. ADRO
is trading at 1x 2023F EV/EBITDA or 2.7x 2023F PE. We think that ADRO's share price
could move sideways as investors are waiting for its interim dividend payment in Dec 23.

Refer to last page for important disclosures.
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CHINA’S COAL INVENTORIES AS OF SEP 23
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We also believe that ADRO's earnings are more stable as the low calorific value (LCV)
coal with 4,200 GAR prices is relatively stable at above US$80/tonne.

¢ ITMG: Maintain SELL with a target price of Rp21,000, based on -0.5SD to blended
forward 2023-24 EV/EBITDA of 2.0x and -0.5SD to blended forward 2023-24 PE of 3.3x.
ITMG is trading at 2.9x 2023F EV/EBITDA, or slightly above its -0.5SD five-year average
EV/EBITDA of 1.98x. On the PE valuation, ITMG is trading at 4.4x 2023F PE or above its -
0.5SD to its five-year average PE of 3.3x. We think that ITMG's share price could continue
to slide following the potential softer coal prices as well as lower NPAT achievement in
2024.

FIVE-YEAR HISTORICAL SHARE PRICE PERFORMANCE BEFORE CUM DIVIDEND DATE

------- ADROQ's Share Price Performance -------  -----=-=-----===----- ADRO'S Yield ---------s--nnneeen
Cum dividend date  -1M -2M -3M  Dividend /share Yield oncumdate -1M -2M -3M
512212023 -18.0% -9.9% -12.8% 241 9.8% 80% 88% 85%
12/30/2022 05% -3.3% -2.8% 251 6.5% 6.5% 63% 6.3%
5/13/2022 42% 151% 47.9% 141 4.4% 42% 51% 6.5%
12/29/2021 36.7% 37.5% 31.3% 160 6.9% 95% 95% 9.1%
5/4/2021 5.9% 5.9% 6.8% 69 5.5% 58% 58% 59%
6/3/2020 309% 59%  -0.9% 47 4.0% 53% 43% 4.0%
1/2/2020 13.7% 17.7% 18.2% 70 4.7% 53% 55% 5.6%
5/9/2019 12%  -79% -1.9% 59 4.6% 45% 42% 45%
12/27/2018 16% -28.1% -32.4% 35 2.8% 29% 20% 1.9%
4/30/2018 -138%  -24.2% -28.0% 70 3.8% 33% 29% 2.8%
Average return 5.1% 0.9% 2.5%  Average Yield 5.3% 55% 55% 5.5%

------- ITMG's Share Price Performance -------  -------wsemeeeeee [TMG'S Yild ---emeemmmemmemeennae
Cum dividend date  -1M -2M -3M  Dividend /share Yield oncumdate -1M -2M -3M
9/11/2023 101% 22.0% 29.3% 2,660 8.8% 9.6% 10.7% 11.3%
4/10/2023 74%  155% 13.2% 6,416 15.7% 16.9% 18.1% 17.8%
11/10/2022 32%  -6.8%  7.0% 4,128 10.2% 9.9% 95% 10.9%
4/1/2022 25%  33.1% 41.3% 3,040 10.5% 10.8% 14.0% 14.9%
11/10/2021 -16.7% 30.1%  28.8% 1,218 5.5% 46% 71% 7.0%
4/14/2021 21%  -6.8% -17.9% 167 1.4% 14% 13% 11%
11/9/2020 5.9% 9.9% 2.4% 307 3.6% 38% 39% 3%
6/5/2020 13.7%  35%  -14.4% 570 6.4% 73% 6.6% 55%
10/31/2019 6.6% 2.3%  -21.1% 705 5.3% 57% 54% 4.2%
41212019 123%  79%  19.2% 2,045 8.5% 9.6% 92% 10.2%
10/30/2018 04%  -83% -11.2% 1,420 5.5% 55% 50% 4.9%
4/2/2018 02% -71% 39.8% 1,840 6.4% 64% 6.0% 9.0%
Average return 3.4% 8.0% 9.7%  Average Yield 7.3% 76% 81% 8.4%

Source: Bloomberg, UOB Kay Hian
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Semen Indonesia (SMGR 1J)

Technical BUY with 8% potential return
Resistance: Rp6,725, Rp7,000
Support: Rp6,375, Rp6,225

Stop-loss: Rp6,350

Share price closed higher and formed a bullish
candlestick. Momentum is looking more positive
hence we expect more rallies ahead to challenge
the resistances at Rp6,725 and Rp7,000.
Technical indicator RSI is sloping upwards and
back above its centre line, while the MACD is on
bullish crossover. Buy at Rp6,475 and take profit
at Rp7,000.

Approximate timeframe: 2-4 weeks.

Our institutional research has a fundamental BUY
and target price of Rp8,400.

Summarecon Agung (SMRA
13)

Technical BUY with 5% potential return
Resistance: Rp650, Rp700

Support: Rp580, Rp560

Stop-loss: Rp590

Share price closed with strong gains and formed
a long-body bullish candlestick. Price broke
above its resistance level with higher trading
volume which signals more bullishness ahead.
That said, we expect more upside pressure to
take place and challenge the resistances at
Rp650 and Rp700. Technical indicator RSI is
sloping upwards and above its centre line, while
the MACD is on bullish crossover. Buy at Rp620
and take profit at Rp650.

Approximate timeframe: 2-4 weeks.

Our institutional research has a fundamental BUY
and target price of Rp820.

ANALYST(S)

Maskun Ramli, CFTe
+6221 2993 3915
maskunramli@uobkayhian.com
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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
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