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REGIONAL MARKET

Market Close +]- Chg (%)
MSCI Indonesia 7,321.1 (41.6) (0.6)
MSCI Asia-Ex Japan 605.1 3.0 05
KLCI 1,444.1 5.2 04
FSSTI 31718 79 03
SET 1,433.4 6.3 0.4
Hang Seng 17,7733 133.0 0.7
Nikkei 32,040.3 3813 1.2
Shanghai Comp 3,083.5 9.7 0.3
Dow Jones 33,997.7 131 0.0

Source: Bloomberg

INDONESIA STOCK EXCHANGE

Level +/- Chg (%)
Index 6,939.6 433 0.6
LQ-45 932.6 (2.4) 0.3)
Value (US$m) 578.3 (81.9) (12.4)

FOREIGN TRADE IN IDX
Net (US$m) Buy Sell Total (%)
(20.6) 178.2 198.8 32.6

TOP TRADING TURNOVER

Company Price Chg 5-day ADT

(Rp) (%) (Rpb)
GoTo Gojek Tokopedia 65 (1.5 626.6
Bank Rakyat Indonesia 5,150 (1.9) 576.3
Bank Central Asia 8,950 (1.6) 569.3
Bank Mandiri 6,000 (0.4) 410.4
Amman Mineral 6,250 16 379.6

TOP GAINERS

Company Price Chg 5-day ADT
(Rp) (%) (Rpb)
Petrindo Jaya Kreasi 2,730 133 23.7
Metropolitan Kentjana 31,850 9.8 178
Pertamina Geothermal 1,400 8.1 208.7
Cisarua Mountain Dairy 4,200 6.3 13.6
Gudang Garam 26,650 54 55.2
TOP LOSERS
Company Price Chg 5-day ADT
(Rp) (%) (Rpb)
Maha Properti 2,150 (10.4) 0.2
Multistrada 2,660 (9.8) 0.1
Indosat 10,150 (33) 36.0
MAP Aktif Adiperkasa 800 (3.0) 6.2
Impack Pratama 344 (2.8) 72

*ADT: Average daily turnover

COMMODITY TREND

17 Oct 23 Chg (%)

Closing 1-day 1-mth
Forex (Rp/USS$) 15,716 (0.0) 23
Crude Oil NYMEX (US$/bbl) 86.66 00 (45
Coal Fut Newc (US$/tonne) 142.25 (1.0) na
Nickel 3M LME 18,593 ©00) (67
Tin 3M LME 25,370 05 (1.3)
Gold SPOT (US$/02) 1,924 03 (0.0)
CPO Fut Msia (MYR/tonne) 3,739 0.1 13

Source: Bloomberg, UOB Kay Hian




UOBKayHian

Wednesday, 18 October 2023

COMPANY UPDATE HOLD

Indosat (ISAT 1J) (Downgraded)

Expansion To Outer Java Might Limit Short-term Margin Expansion Share Price Rp10,150
We expect ISAT's ARPU to rise 7% yoy in 2024. ISAT is expanding to Outer Java to Target Price Rp11,100
partly drive 9% yoy revenue growth in 2024. Strong core earnings growth of 27% yoy is  Upside +9.4%
expected in 2024, but higher spending in Outer Java could limit EBITDA margin (Previous TP Rp10,400)

expansion (2024: 45.6%, 2023: 45.5%). Downgrade ISAT to HOLD as the share price has
risen 61.1% in the past one year and even with our valuation method, this still implies a
+1SD EV/EBITDA.

WHAT'S NEW

COMPANY DESCRIPTION

The second-largest telco operator in Indonesia
with nearly 100m subscribers throughout

Indonesia.
¢ 9% yoy revenue growth in 2024 (vs 7% yoy in 2023) will be partly supported by expansion
to outer Java. In our view, outer Java would bring more growth opportunities to Indosat STOCK DATA
GICS sector Communication Services

(ISAT) given its less competitive market compared with Java for now. Hence, we expect

ISAT’s revenue to grow slightly faster by 9% yoy in 2024, up from 7% yoy in 2023. Bloomberg ticker: ISAT 13

. . . . ) Shares issued (m): 8,062.7

¢ ARPU to increase 7% yoy in 2024. The company increased the price of its data packages Market Rob)- 818364
by 4-5% in Aug 23. Another pricing hike is possible in 4Q23 considering the positive arket cap (Rpb): O

seasonality from Christmas in 2023 and New Year in 2024. The company also indicated its Market cap (US$my: 5,207.2

intention to gradually raise ARPU. We forecast implied ARPU to grow 7% yoy in 2024 and ~3-Mth avg daily tover (US$m): 2.3

4% yoy in 2025, reaching around Rp39,000 in 2025.

Stable EBITDA margin in 2024 vs 2023. We expect ISAT to invest in network and

Price Performance (%)
52-week high/low

Rp10,700/Rp5,375

1mth 3mth 6mth 1yr YTD
marketing for more areas in outer Java in 2H23. The company mentioned potentially higher , . 13.1 526 61.1 64.4
spending in 2H23, supporting further growth in the number of subscribers. We conservatively ) .
assume the expansion to continue in 2024. Our 2H23 EBITDA margin is 45%, similar to 46% Major Sharehmder_s o
in 1H23. We forecast EBITDA margin of about 46% in 2024, stable compared with 2023. Ooredoo Hutchison Asia Pre. Ltd. 656
Perusahaan Pengelola Aset 9.6
e Lower capex to revenue ratio at 24% in 2024, vs 27% in 2023, implies better efficiency.
ISAT mentioned that its expansion to outer Java would be supported by its partnership with a  FY23 NAv/Share (Rp) 3,506
tower operator with competitive advantage due to its existing presence in outer Java. We  FY23 Net Debt/Share (Rp) 997
expect this to help ISAT in reaching higher cost efficiency and catching up with other telcos
in serving the outer Java market. Our 2024 capex of Rp13t is roughly similar to 2023, but PRICE CHART
implies lower capex to revenue ratio at 24% in 2024 from 27% in 2023. . .
12000
r 180
10000 r 160
r 140
8000 L 120
KEY FINANCIALS 6000 [
Year to 31 Dec (Rpb) 2021 2022 2023F 2024F 2025F [
Net turnover 31,388 46,752 49,788 53,918 56,987 o °
EBITDA 13,886 19,469 22,654 24571 26,236 150 ) Volume (m)
Operating profit 3,682 5,766 7,822 9,346 10,260 58 W { "
Net profit (rep./act.) 6,751 4,723 2,703 2,943 3,468 Oct22 Dec22 Feb23 Apr23 Jun23 Aug23 Oct23
Net profit (adj.) 1,787 996 2,312 2,943 3,468
EPS (Rp) 221.7 123.6 275.4 365.1 430.1  Source: Bloomberg
PE (x) 45.8 82.1 35.4 27.8 23.6
P/B (x) 8.9 2.9 2.8 2.6 24 /(NALYSTES)
EV/EBITDA (x)* 8.8 6.3 5.4 5.0 47 PaulaRuth
Dividend yield (%) 8.6 1.7 1.0 1.1 2.1 +62212993 3876
Net margin (%) 215 10.1 5.4 5.5 6.1 Paula@uobkayhian.com
Net debt/(cash) to equity (%) 138.4 41.6 23.8 8.1 (9.0)
Interest cover (x) 4.9 4.6 5.3 5.0 5.2
ROE (%) 64.1 25.2 9.4 9.7 10.6
Consensus net profit - - 3,641 4,751 5,732
UOBKH/Consensus (x) - - 0.61 0.62 0.60

* Including lease liabilities.
Source: ISAT, Bloomberg, UOB Kay Hian

Refer to last page for important disclosures.
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STOCK IMPACT

¢ Potential sale of fibre assets. Bloomberg reported on 8 Sep 23 that ISAT might consider a
sale in US$1b worth of fibre assets. ISAT said its fibre optic network reached around
250,000 km, of which around 32% is owned by ISAT. Our estimates have not included
impact from the potential sale of ISAT's fibre optic assets.

EARNINGS REVISION/RISK

¢ Maintain EBITDA forecasts but raise net income expectations. We increase our 2023-
24 net income forecasts due to lower-than-expected financing charges on lease liabilities
based on 1H23. 1H23 EBITDA was in line (50% of our full-year estimate), but net profit was
above expectations (110% of our full-year estimate).

o Upside risks: a) Better-than-expected 3Q23 and 4Q23 performance, and b) possible sale of
fibre assets according to Bloomberg (8 Sep 23).

NEW AND ORIGINAL FORECASTS

New Original - e Difference (%) ------
(Rpb) 2023F 2024F 2023F 2024F 2023F 2024F
Revenue 49,788 53,918 49,789 53,245 0.0% 1.3%
EBITDA 22,654 24,571 22,654 24,690 0.0% -0.5%
Operating Profit 7,822 9,346 7,822 9,415 0.0% -0.7%
Net Profit 2,703 2,943 1,741 1,484 55.3% 98.4%
Core Profit 2,312 2,943 1,259 1,484 83.7% 98.4%
Margins e Difference (bp) ------
EBITDA Margin 45.5% 45.6% 45.5% 46.4% 0.0 -80.0
Opr Margin 15.7% 17.3% 15.7% 17.7% 0.0 -34.9
Net Margin 5.4% 5.5% 3.5% 2.8% 193.3 267.2
Core Net Margin 4.6% 5.5% 2.5% 2.8% 2116 267.2

Source: UOB Kay Hian
VALUATION/RECOMMENDATION

e Downgrade to HOLD and raise target price to Rp11,100. Our target price is based on
5.4x EV/EBITDA (vs 5.2x previously) applied to average 2023 and 2024 EBITDA. This
implies a 4% premium to ISAT's historical +1SD EV/EBITDA, but still below Telkom
Indonesia’s historical average of 7.3x (adjusted to ownership in Telkomsel). This assumes:
a) ISAT's ARPU would rise 4-7% yoy in 2024-25, implying possible continuation of data
monetisation, b) growth opportunities in outer Java market would partly drive 9% yoy
revenue growth in 2024, c) strong core earnings growth of 132% yoy in 2023 and 27% yoy in
2024, and d) higher spending in outer Java might affect EBITDA margin (2024: 45.6%, 2023:
45.5%).

BIG 3 TELCOS MARKET SHARE BY QUARTERLY REVENUE AND EBITDA

Total Revenue market share Total EBITDA market share

44%
60% " 65% 44%
39% 60%

. \ 39%

349% 55% 349%
40% 50% ’

29% 9
30% 45% o
v 24% 4004 24%
20% 19% 35% 19%
30% - b 14%
10% -+ + 14%
e @ @ @ @ @ ) g ¢ g ¢ ¢ &
\Q ’1/0 ,,’0 sy ,\CL ’LQ N v > > N v

e Telkomsel (LHS) Indosat (RHS) e X (RHS)

e Telkomsel (LHS) Indosat (RHS) emmmmm X| (RHS)

Source: Respective companies, UOB Kay Hian
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PROFIT & LOSS
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BALANCE SHEET
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Year to 31 Dec (Rpb) 2022 2023F 2024F 2025F  Year to 31 Dec (Rpb) 2022 2023F 2024F 2025F
Net turnover 46,752 49,788 53,918 56,987 Fixed assets 69,070 66,308 64,186 61,888
EBITDA 19,469 22,654 24,571 26,236 Other LT assets 26,127 28,412 28,544 28,657
Deprec. & amort. 13,703 14,832 15,224 15,975 Cash/ST investment 9,508 5,422 5,224 6,816
EBIT 5,766 7,822 9,346 10,260 Other current assets 9,175 13,284 14,386 15,205
Total other non-operating income 1,475 522 0.0 0.0 Total assets 113,880 113426 112,340 112,565
Associate contributions 28 28 28 29 ST debt 4,269 5,115 4,000 3,753
Net interest income/(expense) (4,227) (4,274) (4,913) (5,032) Other current liabilities 31,605 31,607 32,228 33,028
Pre-tax profit 6,536 4,098 4,462 5,256 LT debt 17,025 7,253 3,753 0.0
Tax (1,166) (1,024) (1,115) (1,314) Other LT liabilities 29,366 36,576 36,949 37,314
Minorities (647) (370) (403) (475) Shareholders' equity 28,343 29,233 31,365 33,949
Net profit 4,723 2,703 2,943 3,468 Minority interest 3,272 3,642 4,045 4,520
Net profit (adj.) 996 2,312 2,943 3,468 Total liabilities & equity 113,880 113,426 112,340 112,565
CASH FLOW KEY METRICS
Year to 31 Dec (Rpb) 2022 2023F 2024F 2025F  Year to 31 Dec (%) 2022 2023F 2024F 2025F
Operating 15,677 13,304 17,997 19,836 Profitability
Pre-tax profit 6,536 4,098 4,462 5,256 EBITDA margin 416 455 45.6 46.0
Tax (1,166) (1,024) (1,115) (1,314) Pre-tax margin 14.0 8.2 8.3 9.2
Deprec. & amort. 13,703 14,832 15,224 15,975 Net margin 10.1 54 55 6.1
Working capital changes 5124 (4,231) (170) 393 ROA 5.3 24 2.6 31
Other operating cashflows (8,521) (370) (403) (475) ROE 252 9.4 9.7 10.6
Investing (4,012)  (12,850) (12,813)  (13,287)
Capex (growth) (10,350)  (13,194)  (13,102)  (13,677) Growth
Investments (101) 27) (114) (85) Turnover 48.9 6.5 8.3 5.7
Proceeds from sale of assets 0.0 0.0 0.0 0.0 EBITDA 40.2 16.4 85 6.8
Others 6,439 370 403 475 Pre-tax profit (12.9) (37.3) 8.9 17.8
Financing (6,155)  (4539)  (5382)  (4,957)  Netprofit (30.0) (42.8) 8.9 17.8
Dividend payments (2,041) (1,417) (811) (883) Net profit (adj.) (44.3) 132.1 273 17.8
Proceeds from borrowings 521 (3,122) (4,571) (4,074) EPS (44.3) 122.9 325 17.8
Othersfinterest paid (4,635) 0.0 0.0 0.0
Net cash inflow (outflow) 5,510 (4,086) (198) 1,592 Leverage
Beginning cash & cash equivalent 3,789 9,508 5,422 5,224 Debt to total capital 40.2 27.3 18.0 8.9
Changes due to forex impact 209 0.0 0.0 0.0 Debt to equity 75.1 423 24.7 111
Ending cash & cash equivalent 9,508 5,422 5,224 6,816 Net debt/(cash) to equity 416 23.8 8.1 (9.0
Interest cover (x) 4.6 5.3 5.0 5.2

Refer to last page for important disclosures.
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Adaro Minerals Indonesia
(ADMR 1J)

Technical BUY with 5.5% potential return
Resistance: Rp1,275, Rp1,360

Support: Rp1,125, Rp1,010

Stop-loss: Rp1,180

Share price closed higher and formed a bullish
candlestick. Momentum is looking more positive;
hence, we expect more bullish pressure to take
place and challenge the resistance levels at
Rp1,360 and Rp1,405. Technical indicator RSI is
sloping upwards and is approaching its centre
line, while the MACD is on a bearish crossover.
Buy at Rp1,230 and take profit at Rp1,300.

Approximate timeframe: 2-4 weeks.

Adhi Karya (ADHI 1J)

Technical BUY with 5% potential return
Resistance: Rp494, Rp515

Support: Rp448, Rp440

Stop-loss: Rp466

Share price closed significantly higher and
formed a long-body bullish candlestick. Positive
price action was accompanied by higher trading
volume; hence, it could trigger more rallies and
challenge the resistance levels at Rp494 and
Rp515. Technical indicator RSl is sloping
upwards and back above its centre line, while the
MACD is relatively flattish for now. Buy at Rp476
and take profit at Rp500.

Approximate timeframe: 2-4 weeks.

Our institutional research has a fundamental BUY
and target price of Rp645.

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
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.
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