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XL Axiata (EXCL)
Expecting another solid year

Heavy investments in recent years are now paying off

EXCL has been consistently working to improve network quality, as evidenced by
high capex in recent years, which has begun to positively impact its performance
since 2022 and onwards. According to Opensignal’s latest report, XL came out as
the top for most entertainment experiences (video, game, and voice app) and the
fastest download speed operator in Indonesia. It was also reflected in EXCL’'s
outperforming its peers in 3Q22 in terms of revenue and data traffic growth. Having
superior network quality is critical now since current customers value a better
experience above price. This, we believe, will reduce churn, ensure data traffic
growth, and may even provide room for price increases. Management is eyeing a
potential price hike by the end of 1Q23, as the festive season of Ramadhan and
Idul Fitri approaches.

Convergence remains the focus, more synergy with Linknet ahead

EXCL has executed its FMC plan well, resulting in 32% convergence penetration
of its FTTH base in 3Q22, and is expected to grow further this year. Management
also sees positive outcomes from First media — XL bundling offerings, which are
just released on Oct-22. In addition to FMC's focus, we view more synergy with
Linknet in network and infrastructure may support EXCL’s performance this year.

Completing 3G refarming by end 2022

EXCL is ahead of TLKM and ISAT in shutting down 3G network. As of 9M22, there
were only 1,989 3G BTS remaining, which should be completed by 4Q22. During
this effort, EXCL has incurred additional device bundling expenses when assisting
its customers in migrating to the 4G network. This cost will still be incurred in 4Q22,
albeit should be absent in 2023, resulting in margin expansion. We also anticipate
higher data volume growth as its users switch to a 4G network. Further cost control
will be visible from lower marketing expenses, due to: 1) digital initiatives (apps)
that are already underway; and 2) easing competition. Consequently, we expect
an EBITDA margin of 48.9%/50.5%/51.2% in FY22F/23F/24F.

Reiterate our BUY call on EXCL

We reiterate our BUY call on EXCL with a lower TP of IDR 3,600 (+52.5% upside)
taking into account the rights issue completion. Alongside the conducive industry
outlook, the aforementioned catalysts should result in another good year for EXCL.
In 2023, we expect revenue growth of 6.9% YoY which should be better than
industry’s, and 50.5% EBITDA margin (+160bps from FY22F). Valuation remains
attractive, it trades at 4.5x FY23F EV/EBITDA (-0.5SD of its 5-yr mean).

2020A 2021A 2022F 2023F 2024F
Sales (IDR bn) 26,009 26,754 28,536 30,512 32,739
EBITDA (IDR bn) 13,060 13,287 13,964 15,412 16,752
OP (IDR bn) 605 3,331 3,512 4,034 4,483
NP (IDR bn) 372 1,288 1,327 1,693 2,146
Net debt/(cash) (IDR bn) 6,383 7,608 6,485 3,918 3,614
EBITDA margin (%) 50.2 49.7 48.9 50.5 51.2
OP margin (%) 2.3 12.4 12.3 13.2 13.7
ROE (%) 1.9 6.6 5.8 6.4 7.7
Dividend yield (%) 1.3 2.2 1.7 2.2 2.8
EPS (IDR) 28.3 98.1 101.1 128.9 163.5
chg. (%, YoY) (76.7) 450.3 5.4 14.9 11.1
BPS (IDR) 1,457.7 1,530.2 1,969.6 2,058.1 2,170.0
DPS (IDR) 31.6 51.5 40.4 51.6 65.4
PE (x) 67.7 19.5 19.0 18.3 14.4
PB (x) 1.3 1.3 1.2 1.1 1.1

EV/EBITDA (x) 47 48 46 40 37
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Fig 1. Forecast changes

Revenue (IDR bn) 28,536 30,512 32,739 28,193 30,178 32,620 1.2% 1.1% 0.4%
YoY growth 6.7% 6.9% 7.3% 5.4% 7.0% 8.1%
EBITDA (IDR bn) 13,964 15,412 16,752 13,800 15,318 16,847 1.2% 0.6% -0.6%
YoY growth 5.1% 10.4% 8.7% 3.9% 11.0% 10.0%
Net profit (IDR bn) 1,327 1,693 2,146 1,251 1,456 1,856 6.0% 16.2% 15.6%
YoY growth 3.0% 27.6% 26.8% -2.8% 16.4% 27.5%
EBITDA margin 48.9% 50.5% 51.2% 48.9% 50.8% 51.6%
NP margin 4.6% 5.5% 6.6% 4.4% 4.8% 5.7%

Source: Company, KISI

Fig 2. EXCL network quality improvement

Mobile Experience Awards
DECEMBER 2022, INDONESIA REPORT

8 2

(5] 3 ©
L o = -
o 2 .é o =
H 5 b} £ Si
@3 5 i =3 ol ai
@ raf] i 3 n] 2 =8
o (= [T 3 u ] =
5t K o 2 3 & < o
i 24 - H 8
5i g wi @ @ o: o 2
gi 21 Qi ° o > o = 2:
X ws Q: [ (2] = 3 c 5:
HE T - g5 &
gl & | 81 E 2 NEEEN R s
3! =5 S: S g 0 SH
= = < . i

s, —

OPENSIGNAL ™ 0 S 7 T 9 @
S L AR AR

°
3
Indosat
Smartfren e @
Telkomsel o @ @ @ @

- XXX

Mobile Network Experience Report | December 2022 | © Opensignal Limited

Source: Opensignal




XL Axiata

true Friend
Company Update ruefzriend Korea Investment

& Sekuritas Indonesia

Fig 3. EXCL EV/EBITDA band
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Fig 4. EXCL revenue Fig 5. EXCL EBITDA
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Fig 6. EXCL expenses Fig 7. EXCL capex
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Fig 8. EXCL 3G BTS Fig 9. EXCL debt position
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Company Overview

PT XL Axiata Tbk. (EXCL) was first established in 1989 under the name of PT
Grahametropolitan Lestari, engaged in trade and general services. In 1996, the company
received the license to operate telecommunication services. It was then listed as a public
company in 2005. Its parent, Axiata Investments (Indonesia) Sdn. Bhd. owned 61.16% of
the company, followed by treasury shares (0.53%) and public (38.31%). EXCL currently
ranks third place out of four MNOs in Indonesia, with 57.2mn total subscribers as of 1H22.
EXCL provides varieties of telco services to both retail and enterprise customers, including
data, voice, SMS, VAS, and others.

Fig 10. EXCL shareholder structure
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Fig 11. EXCL network coverage
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Fig 12. Peers comparison

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

ticker (USD mn) FY22F FY23F FY22F FY23F FY22F FY23F FY22F FY23F FY22F FY23F FY22F FY23F
Indonesia
TELKOM INDONESIA PERSERO TBK TLKM 1J 25409 55 52 154 39 3.0 28 0.3 ni 54.4 54.7 9.5 205
INDOSAT TBK PT ISAT 1) 3,273 51 4.6 BS5 238 22 2.0 (63.4) (43.3) 40.9 421 238 8.7
PT XLAXIATA TBK EXCLN 2,053 4.9 4.6 20.1 5.1 12 12 (2.9) 33.2 48.9 50.5 6.3 75
Simple average 5.2 4.8 16.3 17.6 2.1 2.0 (22.0) 0.4 48.1 49.1 16.5 12.2
Weighted average 5.4 5.1 15.5 15.0 2.8 2.6 (6.7) 6.8 52.6 53.1 19.1 18.4
M alaysia
MAXIS BHD MAXISMK 7418 10.4 0.2 249 219 4.9 5.0 (2.4) B35 413 416 9.1 221
DIGI.COM BHD DIGIMK 1,415 17.8 1438 30.9 259 50.2 52.1 (9.4) 9.3 476 479 153.7 163.8
AXIATA GROUP BERHAD AXIATA MK 6,531 56 57 231 B85 16 15 48.3 25.0 445 44.6 6.9 76
Simple average 11.3 10.2 26.3 22.1 18.9 19.5 12.2 19.3 44.5 44.7 59.9 64.5
Weighted average 12.5 111 27.1 22.8 24.5 25.3 7.5 19.1 45.0 45.2 76.5 82.1
Singapore
STARHUB LTD STHSP 1359 6.5 6.0 16.0 1.1 3.0 29 (20.7) 13.8 20.1 22.0 9.9 221
SINGAPORE TELECOM M UNICATIOM ST SP 30,714 25 2.0 13 13.4 14 14 373 6.7 251 255 79 9.0
Simple average 9.5 9.0 15.1 13.7 2.2 2.1 8.3 10.3 22.6 23.8 13.9 15.6
Weighted average 12.3 11.8 14.3 13.4 15 15 34.9 7.0 24.9 25.4 8.4 9.6
Thailand
TOTAL ACCESS COMMUNICATION DTACTB 3,524 6.4 6.2 413 345 6.1 6.0 (16.8) .8 359 36.4 3.9 w7
ADVANCED INFO SERVICE PCL ADVANC TB 18,251 8.1 76 229 20.6 7.0 6.6 (2.9) 0.8 50.2 50.6 311 325
TRUE CORP PCL TRUETB 4,951 9.2 8.6 NA NA 21 22 (352.5) 53.0 40.8 416 (7.4) (2.9)
Simple average 7.9 7.5 32.1 27.5 5.1 4.9 (124.1) 27.9 42.3 42.9 12.5 15.8
Weighted average 8.1 7.6 25.8 22.9 6.0 5.7 (69.5) 19.8 46.6 47.1 217 24.0
Phillipines
GLOBE TELECOM INC GLO PM 5498 71 6.9 3.1 136 21 21 (8.8) (4.9 471 46.7 9.0 B2
PLDT INC TELPM 5,788 6.0 56 n2 0.7 24 22 (6.4) 4.7 495 50.1 252 227
CONVERGE INFORMATION AND CC  CNVRG PM 2,512 8.1 7.0 6.9 149 3.5 28 7.4 3.5 57.6 58.5 221 204
Simple average 7.1 6.5 13.7 13.1 2.7 2.4 0.7 4.7 514 51.8 22.1 19.4
Weighted average 11.4 10.6 216 21.0 4.1 3.8 (5.1) 4.6 83.2 83.6 36.8 32.1
China
CHINA TELECOM CORP LTD-H 728 HK 62,145 3.1 29 0.6 9.4 0.7 0.7 (16) B1 277 275 6.5 71
CHINA MOBILELTD 941HK 156,402 2.2 2.0 8.1 75 0.8 0.8 8.2 8.6 359 355 0.2 10.6
CHINA UNICOM HONG KONG LTD 762 HK 21644 11 10 8.8 77 0.4 0.4 16.2 3.7 28.7 28.2 50 55
Simple average 2.1 2.0 9.2 8.2 0.6 0.6 7.6 11.8 30.8 30.4 7.3 7.7
Weighted average 3.1 2.9 11.9 10.8 1.0 1.0 8.6 13.8 44.7 44.2 11.9 12.4
Telco average 7.2 6.7 18.8 17.0 5.3 5.3 (19.6) 12.4 39.9 40.4 22.0 22.5

Source: Bloomberg, KISI
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Balance sheet (IDRbn) Income statement (IDR bn)
FY-ending Dec. 2020A 2021A 2022F 2023F 2024F FY-ending Dec. 2020A  2021A  2022F  2023F  2024F
Current assets Net revenues 26,009 26,754 28536 30,512 32,739

Cash & cash equivalent 2,966 2,664 6,747 4,310 4,614 Expenses (12,949) (13,467) (14,572) (15,100) (15,987)

Accounts & other receivables 560 610 711 704 773 EBITDA 13,060 13,287 13,964 15412 16,752

Inventories 143 156 136 164 175 Depreciation expenses (12,455) (9,956) (10,453) (11,377) (12,269)

Others 3,902 4302 4737 4850 5301 Gharating profit 605 3331 3512 4034 4483
Non-current assets . -

Financial income

Fixed assets 47,162 51,912 55472 56,605 56,847 )

Interest income 183 88 147 172 139

Goodwill 6,681 6,681 6,916 6,916 6,916

Financial expense
Intangible assets 5,716 5,713 5,988 5,988 5,988
Interest expense (2,668) (2,378) (2,454) (2,482) (2,307)
Other non-current assets 614 714 2,854 1,528 1,929
Other non-operating profit 2,027 659 455 445 437
Total assets 67,745 72,753 83,560 81,066 82,542 ) ) .
Gains (Losses) in associates, @ 9 R :
Current liabilities subsidiaries and JV

Accounts & other payables 7417 10705 9,620 10,398 11,764  Comings beforetax 146 1708 1656 2170 2751

ST debt & bond 1576 1745 3,804 B B Income taxes 225 (420) (332) (477) (605)

Obligations under finance lease 4667 4531 4,897 4,897 4897  Netprofit 372 1288 1327 4 599 2,146

Others 5,198 3,973 5448 5825 6,250 Non-controlling interest - - - -
Non-current liabilities

LT debt & bond 7,773 8527 9,428 8,228 6,228

o ) Key financial data
Obligations under finance lease 19,613 20,845 21,734 21,734 21,734
Other non-current liabilties 2365 2338 2771 2963 3,179  Fr-ending Dec. ATEA Eh AR ZuzEE o Z0RE
L per share data (IDR)
Total liabilities 48,607 52,665 57,702 54,046 54,053
EPS 28.3 98.1 101.1 128.9 163.5
Controlling interest
BPS 1,457.7 15302 1969.6 2,058.1 2,170.0

Capital stock 1,071 1,072 1,072 1,072 1,072 DPS 316 515 0.4 516 65.4

Additional paid-in capital 12,232 12,216 17,216 17,216 17,216 Growth (%)

Retained earnings 5969 6,934 7,704 8,866 10,334 Sales growth 35 29 6.7 6.9 7.3
Treasury shares (134)  (134) (134) (134) (134)  EBITDAgrowth 310 17 5.1 104 8.7
Total equity 19137 20,089 25858 27,020 28,489 O 9roMn (76 4503 54 149 11

NP growth (47.9) 246.6 3.0 27.6 26.8
Profitability (%)
Cash flow (IDR bn) EBITDA margin 50.2 49.7 48.9 50.5 51.2
FY-ending Dec. 2020A 2021A 2022F 2023F 2024F OP margin 2.3 12.4 12.3 13.2 13.7
CIF from operating 12,544 12,843 11,654 14,092 15676 NP margin 14 4.8 4.6 5.5 6.6
ROA 0.6 1.8 17 21 2.6
Net profit 372 1,288 1,327 1,693 2,146
ROE 1.9 6.6 5.8 6.4 7.7
Depreciation 12,455 9,956 10,453 11,377 12,269 Dividend yield 1.3 22 1.7 2.2 2.8
Net incr. in W/C (282) 1,599 (125) 1,022 1,261 Dividend payout ratio 91.0 42.9 40.0 40.0 40.0
Stability
Others - - - - -
Net debt (IDR bn) 6,383 7,608 6,485 3,018 3,614
CJF from investing (17,524) (14,829) (16,228) (10,094) (12,695)  Int.-bearing debtiequity (%) 334 37.9 25.1 145 127
Valuation (X
CAPEX (17,535) (14,706) (14,012) (12,511) (12,511) 0
PE 67.7 19.5 19.0 18.3 14.4
Others 11 (123) (2,216) 1,517  (184)
PB 1.3 1.3 12 11 11
C/F from financing 6,342 1,684 8,657 (5535) (2,677) EV/EBITDA a7 48 46 4.0 37
Incr. in equity 32 (14) 5,000 - -
Incr. in debts 6,699 2,021 4,214 (5,004) (2,000)
Dividends (213)  (338) (552) (531)  (677)
Others (175) 16 (6) - -
Increase in cash 1,362 (301) 4,083 (2,437) 304
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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




