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Telkom Indonesia (TLKM)
Recent drop offers attractive entry point

Transformation remains on track, expecting improved growth ahead
TLKM’s management shared that the undergoing transformation to boost future
growth remains on track. Those initiatives include fixed mobile convergence (FMC),
infraco, data centers, B2B digital services, and digico. Consequently, the
management guided revenue/EBITDA/NPAT to grow by mid-to-high single digits
for FY23-25F as opposed to mid-to-low single digits in prior years. We currently
forecast a 5.1%/5.4%/7.4% CAGR FY23-25F growth for TLKM’s revenue, EBITDA,
and core net profit, respectively.

Keeping its focus on productive subscribers

From the mobile segment, TSEL will maintain healthy conduct and concentrate on
the high-value subs. Despite the quarterly loss of 10mn subs in 9M22, ARPU and
data yield continued to trend positively (both +4.5% QoQ). To add, given that only
one-third of them were acquired by the other MNOs, it might mostly come from the
promo seekers or inactive subs. This decline in inactive subs would persist through
the upcoming quarters with its mobile subs anticipated to be at 150mn (vs. 160mn
as 9M22) by FY23F. Nonetheless, this should be compensated by rising data
consumption and ARPU ahead.

GOTO investment and a potential FY23F dividend yield

One big concern on TLKM lately was the unrealized losses from GOTO
investments and their prospective impact on the dividend policy. Management
addressed this issue by planning to increase dividend payout to maintain dividend
yield in-line with previous years. If GOTO closes at IDR 100/sh by the end of 2022,
TLKM should incur unrealized losses of IDR 6.5tn, lowering its NPAT to IDR 19.3tn.
With an assumed DPR of 80%-85% (vs 60% this year), DPS will be between IDR
156-165, implying to a still-attractive dividend yield of 4.3%-4.5%.

Upgrade to BUY — excessive sell-off provides attractive entry point
TLKM share price has fallen sharply by 17% since its 9M22 earnings
announcement on several concerns: 1) a sizable drop in subs, and 2) a significant
decline in GOTO. Additionally, pressure came from heavy foreign outflow of IDR
2.5tn during the past month. We believe the selloff is excessive, hence offering an
attractive entry point for TLKM. Given the stable fundamentals and decent
dividend yield, we raise our call to BUY with TP of IDR 4,900 (+34.2% upside).
Valuation is still undemanding as TLKM now trades at 4.8x FY23F EV/EBITDA (-
1SD of its 5-yr mean). Downside risks to our call include the return of price wars
and lower-than-expected growth on weak purchasing power.

2020A 2021A 2022F 2023F 2024F
Sales (IDR bn) 136,462 143,210 147,556 155,094 164,391
EBITDA (IDR bn) 72,080 75,723 80,314 84,818 90,581
OP (IDR bn) 43,188 43,907 46,241 48,841 52,968
NP (IDR bn) 20,804 24,760 25,791 26,720 29,182
Net debt/(cash) (IDR bn) 29,256 14,380 12,100 114 (12,425)
EBITDA margin (%) 52.8 52.9 54.4 54.7 55.1
OP margin (%) 31.6 30.7 31.3 315 32.2
ROE (%) 20.6 22.1 20.5 20.0 20.7
Dividend yield (%) 4.2 4.6 4.1 4.5 5.0
EPS (IDR) 210.0 249.9 260.4 2697 294.6
chg. (%, YoY) 3.7 1.7 5.3 5.6 8.4
BPS (IDR) 1,035.0 1,228.0 1,316.4 1,420.8 1,533.3
DPS (IDR) 154.1 168.0 150.0 165.3 182.1
PE (x) 17.4 14.6 14.0 135 12.4
PB (x) 35 3.0 2.8 2.6 24

EV/EBITDA (x) 5.9 55 52 48 4.4
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Fig 1. GOTO share price impact to TLKM’s unrealized gain/loss and potential FY23F dividend yield

Number of shares (Bn) 237

GOTO Share price (IDR) 270 375 338 388 246 140 100 80 50
Market value 6,405 8,896 8,018 9,204 5,836 3,321 2,372 1,898 1,186
QoQ gain/loss (878) 1,186 (3,369) (2,515) (3,463) (3,938) (4,650)
FY22F gain/loss (878) 308 (3,060) (5,575) (6,524) (6,998) (7,710)
TLKM FY22F net core profit 25,791 25,791 25,791 25,791
TLKM FY22F net profit - unrealized losses from GOTO 20,217 19,268 18,793 18,082

FY23F DPS, assuming:
80% DPR 163 156 152 146
85% DPR 173 165 161 155

FY23F dividend yield, assuming:
80% DPR 4.4% 4.2% 4.1% 4.0%
85% DPR 4.7% 4.5% 4.4% 4.2%

Source: Company, KISI

Fig 2. TLKM vs GOTO share price movement
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Fig 3. TLKM EV/EBITDA band
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Fig 4. TLKM mobile subscribers Fig 5. ARPU and datayield
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Fig 6. TLKM revenue Fig 7. TSEL revenue
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Fig 8. TLKM and TSEL EBITDA margin Fig 9. TLKM group capex
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Company Overview

PT Telkom Indonesia (Persero) Tbk. (TLKM), officially established in 1965, is a
state-owned enterprise that engages in information and communication
technology (ICT) services in addition to operation telecommunication networks.
TLKM held its IPO in 1995, with 52.1% ownership owned by the government on
Indonesia while the remaining shares go to public. TLKM operates in four main
segments, namely mobile, consumer, enterprise and WIB. Mobile segment offers
legacy business (voice and SMS), data and value-added services (VAS).
Consumer segment offers other telco services to residential consumers including
fixed line, pay TV, and internet services in addition to IndiHome. Enterprise offers
corporate and institutional customers end-to-end solutions. WIB offers
interconnection services, leased lines, satellite, etc. to other telco operators and
international clients.

Fig 10. TLKM group structure
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Fig 11. TLKM network coverage
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Fig 12. Peers comparison

Bloomberg Market Cap EV/EBITDA (x) PE (x) PB (x) EPS growth (%) :BITDA margin (% ROE (%)

ticker (US$mn) FY22F FY23F FY22F FY23F FY22F FY23F FY22F FY23F FY22F FY23F FY22F FY23F
Indonesia
TELKOM INDONESIA PERSERO TBK TLKM 13 23,193 53 5.0 4.3 3.0 28 26 2.1 9.6 54.4 54.7 9.7 204
INDOSAT TBK PT ISAT 1D 2,974 5.0 45 1.1 222 21 2.0 (67.2) (36.5) 40.9 42.1 14.0 8.7
PT XLAXIATA TBK EXCLIJ 1424 4.3 4.0 174 3.4 11 10 (15) 29.9 48.9 50.8 6.5 7.8
Simple average 4.8 4.5 15.3 16.2 2.0 1.9 (22.2) 1.0 48.1 49.2 13.4 12.3
Weighted average 5.2 4.9 14 .4 14.0 2.6 2.5 (5.5) 5.7 52.7 53.1 18.4 18.5
Malaysia
MAXIS BHD MAXISMK 6,895 10.0 9.8 23.8 20.9 4.7 4.7 (2.4) 11 413 416 19.2 222
DIGI.COM BHD DIGIMK 10,464 16.9 151 293 252 479 457 (10.1) 16.4 47.6 479 163.0 1758
AXIATA GROUP BERHAD AXIATA MK 6,394 56 55 226 8.3 16 15 52.8 235 445 446 73 8.0
Simple average 10.9 10.1 25.2 214 18.1 17.3 13.4 18.0 44.5 44.7 63.2 68.6
Weighted average 11.9 11.0 25.9 22.1 22.9 219 9.1 17.7 44.9 45.2 79.3 86.0
Singapore
STARHUB LTD STHSP 1329 6.5 6.0 16.0 1.1 3.0 2.9 (20.7) 3.8 20.1 22.0 9.9 221
SINGAPORE TELECOM M UNICATIOM ST SP 32,227 3.3 2.8 153 143 15 15 373 6.7 251 255 79 9.0
Simple average 9.9 9.4 15.7 14.2 2.3 2.2 8.3 10.3 22.6 23.8 13.9 15.5
Weighted average 13.1 12.5 15.3 14.3 1.6 1.5 35.0 7.0 24.9 25.4 8.4 9.5
Thailand
TOTALACCESS COMMUNICATION DTACTB 2,824 5.8 5.6 333 28.6 51 5.0 (12.3) 16.5 359 36.4 145 w7
ADVANCED INFO SERVICE PCL ADVANC TB 16,029 76 72 211 9.0 6.5 6.2 (19) n1 50.2 50.6 315 333
TRUE CORP PCL TRUETB 4,431 9.0 8.4 NA NA 2.0 2.1 (312.5) 64.8 40.8 416 (6.6) (2.6)
Simple average 7.5 7.1 27.2 23.8 4.6 4.4 (108.9) 30.8 42.3 42.9 13.1 16.1
Weighted average 7.6 7.2 22.9 20.5 5.5 5.2 (62.3) 22.0 46.7 47.2 22.2 24.6
Phillipines
GLOBE TELECOM INC GLOPM 5,588 73 7.0 3.4 145 22 22 (7.7) (7.9) 471 46.7 71 155
PLDT INC TELPM 6,712 6.6 6.2 25 2.3 2.8 2.6 (0.9) 18 49.5 50.1 26.0 221
CONVERGE INFORMATION AND CC  CNVRG PM 2,088 70 5.9 14.0 n9 29 23 20.6 17.8 57.6 58.5 226 212
Simple average 7.0 6.4 13.3 12.9 2.6 2.4 4.0 3.9 51.4 51.8 219 19.6
Weighted average 11.4 10.6 213 214 4.2 3.9 (0.6) 0.5 813 817 36.0 317
China
CHINA TELECOM CORP LTD-H 728 HK 54,841 27 26 9.3 8.2 0.6 0.6 (0.6) 3.3 277 275 6.5 71
CHINA MOBILELTD 941HK 145,130 2.0 19 77 71 0.8 0.7 8.7 8.2 359 355 0.3 10.6
CHINA UNICOM HONG KONG LTD 762 HK 17,991 0.9 0.8 74 6.7 0.4 0.4 7.4 n2 28.7 28.2 5.0 54
Simple average 1.9 18 8.1 7.3 0.6 0.6 8.5 10.9 30.8 30.4 7.3 7.7
Weighted average 2.8 2.6 10.8 9.8 0.9 0.9 9.5 13.0 44 .4 43.9 11.9 12.4
Telco average 7.0 6.5 17.5 16.0 5.0 4.8 (16.1) 12.5 39.9 40.4 22.1 23.3

Source: Bloomberg, KISI
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Balance sheet (IDR bn) Income statement (IDR bn)
FY-ending Dec. 2020A 2021A 2022F 2023F 2024F FY-ending Dec. 2020A  2021A  2022F  2023F  2024F
Current assets Net revenues 136,462 143,210 147,556 155,094 164,391
Cash & cash equivalent 20,589 38,311 40,591 52,577 65,116 Expenses (64,382) (67,487) (67,241) (70,276) (73,810)
Accounts & other receivables 11,553 8,705 11,540 11,562 11,701 EBITDA 72,080 75,723 80,314 84,818 90,581
Inventories 983 79 834 946 942 Depreciation expenses (28,892) (31,816) (34,073) (35,977) (37,613)
Others 13378 13482 13,373 14620 15290  Gherating profit 43188 43,907 46,241 48,841 52,968
Non-current assets . P
Financial income
Fixed assets \179,489 183,495 188,425 193,004 195,577 )
Interest income 799 558 747 883 1,115
Intangible assets 6,846 7,506 7,506 7,506 7,506
Financial expense
Investments 4,237 13,800 13,800 13,800 13,800
Interest expense (4,520) (4,365) (4,482) (4,482) (4,482)
Other non-current assets 9,868 11,106 12,379 12,085 13,117
Other non-operating profit 188 224 - - -
Total assets 246,943 277,184 288,448 306,101 323,050 Gains (L )i it
ains (Losses) In assoclates.
i ' 880, 3,354 - - -
Current liabilities subsidiaries and JV (880)
Accounts & other payables 17577 17.779 17,646 19260 20,161  Conings before tax 88,775 43678 42506 45242 49,601
ST debt & bond 19,284 16,372 16,372 16,372 16,372  ncometaxes (9.212) (9.730) (8.243) (9.953) (10,912)
Obligations under finance lease 5396 5961 5961 5961 5961 Core Net profit 20,804 24,760 25,791 26,720 29,182
Others 26,836 29,019 29,002 30,804 32,758 Non-controlling interest 8759 9,188 8471 8568 9,507
Non-current liabilities
LT debt & bond 30,561 36,319 36,319 36,319 36,319
Obligations under finance lease 10221 10426 10426 10426 10426 Key financial data
Other non-current liabilities 16,179 15,909 15,547 17,320 17,980 FY-ending Dec. 2020A 2021A 2022F 2023F 2024F
Total liabilities 126,054 131,785 131,274 136,461 139,977 per share data (IDR)
Capital stock 4953 4953 4,953 4,953 4,953  EPS 2100 2499 2604 2697 2946
. o ) BPS 1,0350 1,2280 13164 14208 1,533.3
Additional paid-in capital 2,711 2,711 2,711 2,711 2,711
DPS 154.1 168.0 150.0 165.3 182.1
Retained earnings 94,489 104,587 113,347 123,690 134,836
Growth (%)
Others 374 9,395 9,395 9395 9,395 Sales growth 07 49 20 51 6.0
Minority interest 18,362 23,753 26,768 28,891 31,178 EBITDA growth 11.2 51 6.1 5.6 6.8
Total equity 120,889 145,399 157,174 169,639 183,073 OP growth 37 17 5.3 5.6 8.4
Core NP growth 11.5 19.0 4.2 3.6 9.2
Profitability (%)
Cash flow (IDR bn) EBITDA margin 52.8 52.9 54.4 54.7 55.1
FY-ending Dec. (IDR bn) 2020A 2021A 2022F 2023F 2024F OP margin 316 30.7 313 315 32.2
Core NP i 15.2 17.3 17.5 17.2 17.8
CIF from operating 56,826 67,865 59,940 66,852 71132 ore NF margin
ROA 8.9 9.4 9.1 9.0 9.3
Net profit 20,804 24,760 25,791 26,720 29,182 ROE 206 221 205 197 199
Depreciation 28,892 31,816 34,073 35,977 37,613 Dividend yield 4.2 4.6 4.1 4.5 5.0
Net incr. in W/C 6.457 5898 (2930) 2,033 2,050 Dividend payout ratio 81.8 80.0 60.0 63.5 67.5
Stability
Others 673 5391 3,015 2,123 2,288
Net debt (IDR bn) 29,256 14,380 12,100 114 (12,425)
) ) e L
C/F from investing (36,742) (47,348) (40,639) (38,488) (40,557) Int.-bearing debt/equity (%) 41.2 36.2 335 311 28.8
Valuation (X)
CAPEX (51,408) (35,822) (39,004) (40,555) (40,186)
PE 17.4 14.6 14.0 135 12.4
Others 14,666 1,635) 2,067 (371
(11,526) ¢ ) @7 PB 35 3.0 2.8 2.6 2.4
C/F from financing (17,737)  (2,795) (17,031) (16,377) (18,036) EV/EBITDA 59 55 5.2 4.8 4.4
Incr. in equity - - - - -
Incr. in debts 101 2,846 - - -
Dividends
(15,262) (16,643) (14,856) (16,377) (18,036)
Others (2,576) 11,002 (2,175) - -
Increase in cash 2,347 17,722 2,280 11,986 12,539
I
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Disclaimer
This Research Report ("Report") is prepared by PT Korea Investment and Sekuritas Indonesia, or its subsidiaries or its affiliates ("KISI").

By receiving this Report, you confirm that: (a) you have previously requested KISI to deliver this Report to you and you are legally entitled
to receive the Report in accordance with Indonesian prevailing laws and regulations, and (b) you have fully read, understood and agreed
to be bound by and comply with the terms of this Report as set out below. Your failure to comply with the terms below may constitute a
violation of law.

All the material presented in this Report is under copyright to KISI. This Report is strictly confidential and is for private circulation only to
clients of KISI. This Report is being supplied to you strictly on the basis that it will remain confidential and that you will maintain its
confidentiality at all times. None of the parts of this material, nor its contents, may be copied, photocopied, or duplicated in any form of by
any means or altered in any way, or transmitted to, or distributed to any other party without prior written consent of KISI.

This Report is based on the information obtained by KISI from sources believed to be reliable, however KISI do not make representations
as to their accuracy, completeness or correctness. This Report is prepared for general circulation and for information purposes only and
under no circumstances should it be considered or intended as an offer to sell or a solicitation of an offer to buy the securities referred to
herein. KISI accepts no liability for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising from the use
of the material presented in this Report and further communication given or relied in relation to this document.

This Report is intended for circulation among KISI' clients only and does not consider any specific investment objectives, financial situation
and the particular needs of any specific person who may receive this Report. The entire content of this Report is not and cannot not be
construed or considered as an offer, recommendation, invitation or solicitation to enter into any transaction (including trading and hedging)
relating to the securities, other financial instruments, and other form of investments issued or offered by the Company (ies) covered in this
Report. It is your own responsibility to: (a) independently evaluate the content of this Report, (b) consider your own individual investment
objectives, financial situation and particular needs, and (c) consult your own professional and financial advisers as to the legal, business,
financial, tax and other aspects before participating in any transaction in respect of the securities of Company (ies) covered in this Report.

This report is not to be relied upon in substitution for the exercise of independent judgement. Past performance and analysis should not be
taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future
performance. Information, valuations, opinions, forecasts, and estimates contained in this report reflects a judgment at its original date of
publication by KISI and are subject to change without notice, its accuracy is not guaranteed or it may be incomplete.

The views expressed in this Report reflect the personal views of the individual analyst(s) at KISI about the securities or company(ies)
mentioned in the Report and the compensation of the individual analyst(s), is, or will be directly or indirectly related to the performance of
KISI' activities. KISI prohibits the individual analyst(s) who prepared this Report from receiving any compensation, incentive or bonus based
on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular company (including those
covered in the Report). However, the individual analyst(s) may receive compensation based on the scope of his/their coverage of Company
(ies) in the performance of his/their duties or the performance of his/their recommendations.

In reviewing this Report, you should be aware that any or all of the above activities of KISI and its officers, directors and employees, among
other things, may give rise to real or potential conflicts of interest. KISI and its officers, directors and employees, including persons involved
in the preparation or issuance of this report, may, to the extent permitted by law, from time to time participate or invest in financing
transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or
have a position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments
related thereto. In addition, it may make markets in the securities mentioned in the material presented in this report. KISI may, to the
extent permitted by law, act upon or use the information presented herein, or the research or analysis on which they are based, before the
material is published.

Please note that the securities of the Company (ies) covered in this Report might not be eligible for sale in all jurisdictions or to all categories
of investors. The availability of those securities and your eligibility to invest in those securities will be subject to, among others, the prevailing
laws of the relevant jurisdiction covering those securities. Furthermore, the value and income of any of the securities covered in this Report
can fall as well as rise and an investor (including you) may get back less than invested. Future returns are not guaranteed, and a loss of
original capital may be incurred.

PT Korea Investment and Sekuritas Indonesia is Securities Company Member of the Indonesia Stock Exchange, licensed, registered and
supervised by the Indonesia Financial Services Authority (Otoritas Jasa Keuangan).

©Copyright 2019, PT Korea Investment and Sekuritas Indonesia



