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Indosat (ISAT)
Larger scale lead to enhanced growth

Time to advance...

Following the completion of network integration, ISAT will be able to shift its focus
to future expansion. This, we believe, will be done by ISAT’s expanding coverage
& capacity and pushing for network quality improvement, all in the name of
providing a better customer experience, a critical factor to retain subscribers now.
For this matter, ISAT has allocated IDR 13tn capex, which is 8% higher than 2022’s
realization. ISAT announced that the integration process has been delivered well
ahead of schedule, to be fully completed by Mar-23. After that, we expect ISAT
would move forward to carry out its growth strategy.

... with a much larger scale

By the end of 2022, ISAT had 102.2mn subscribers (~8-9mn additional subscribers
from FY21), leaving EXCL in third place with a huge gap. By having this scalability,
ISAT will be capable of executing more maneuvers in order to accelerate its future
growth, whether in the mobile, fixed, enterprise, or other business areas. As a
result, we now forecast ISAT’s revenue to increase by 7.7% CAGR FY23F-25F,
which should be higher than the industry growth.

Significant EBITDA margin expansion is achievable

In light of its potential USD 400mn cost synergies over a three-to-four-year period,
ISAT’s EBITDA margin expansion ought to stand out among the other three telco
players. The management targets mid-40s level, which we believe is feasible. The
pre-merger EBITDA margin for ISAT was 44.2% in FY21 before falling to 41.6%
last year, which we feel was dragged down by Tri’'s much lower EBITDA margin.
Nonetheless, both brands have started raising prices as the industry condition
improved since last year, which will support both brands’ EBITDA margins in the
future. To note, ISAT raised the minimum price of Tri starter pack to IDR 25k on
Jan-23 (from IDR 15k previously). As a result of rising ARPU and cost efficiencies,
we increase our FY23/24F EBITDA by 9.6%, resulting in a 44.5%/45.6% EBITDA
margin.

Reiterate our BUY call on ISAT

We reiterate our BUY call on ISAT with a higher TP of IDR 8,600 (+26% upside),
baking in a higher EBITDA margin onwards. Valuation remains attractive, trading
at 4.7x FY23F EV/EBITDA. Coupled with favorable industry conditions, solid top-
line growth, and considerable EBITDA margin expansion, we believe ISAT will
have the potential to re-rate in the future.

2021A 2022A 2023F 2024F 2025F
Sales (IDR bn) 31,388 46,752 50,161 54,103 58,209
EBITDA (IDR bn) 13,886 19,469 22,304 24,697 27,001
OP (IDR bn) 3,682 5,766 7,796 9,427 11,018
NP (IDR bn) 6,751 4,723 2,190 3,572 4,739
Net debt/(cash) (IDR bn) 12,403 11,779 10,943 12,653 8,471
EBITDA margin (%) 442 416 445 456 465
OP margin (%) 11.7 12.3 15.5 17.4 18.9
ROE (%) 58.2 225 6.7 10.1 12.2
Dividend yield (%) 17.2 1.7 1.2 2.0 2.6
EPS (IDR) 1,242.4 589.0 2716 443.0 587.8
chg. (%, YoY) NA (52.6) (53.9) 63.1 327
BPS (IDR) 1,689.5 3,534.4 3,742.0 4,103.5 4,558.4
DPS (IDR) 1,168.2 117.2 815 132.9 176.3
PE (x) 55 115 25.0 15.3 11.6
PB (x) 40 1.9 1.8 1.7 15

EV/EBITDA (x) 6.1 54 47 43 3.8
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Stock Data
JCI (Mar 1) 6,845
Stock price (Mar 1, IDR) 6,825
Market cap (IDR bn) 55,028
Shares outstanding (mn) 8,063
52-week high/low (IDR) 5,000/7,675
6M avg. daily turnover (IDR bn) 33.7
Free float (%) 16.2
Major shareholders (%)
Ooredoo Hutchison Asia Pte. Ltd (P) 65.6
PT Perusahaan Pengelola Aset (Persero) 9.6
PT Tiga Telekomunikasi Indonesia 8.3
Performance
™M 6M 12M

Absolute (%) 11.9 (4.9) 29.1
Relative to JCI (%p) 14.0 0.1 24.9
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Fig 1. Forecast changes
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Revenue (IDR bn)
YoY growth
EBITDA (IDR bn)
YoY growth

Net profit (IDR bn)
YoY growth

EBITDA margin
NP margin

50,161 54,103 48,285 52,169 3.9% 3.7%
7.3% 7.9% 7.6% 8.0%
22,304 24,697 20,345 22,537 9.6% 9.6%
14.6% 10.7% 10.9% 10.8%
2,190 3,572 824 1,612 165.8% 121.6%
-53.6% 63.1% -77.3% 95.6%
44.5% 45.6% 42.1% 43.2% 2.3% 2.4%
4.4% 6.6% 1.7% 3.1% 2.7% 3.5%

Source: Company, KISI

Fig 2. ISAT EV/EBITDA band
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Fig 3. ISAT revenue Fig 4. ISAT EBITDA
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Fig 5. ISAT expenses Fig 6. ISAT ARPU and data yield
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Fig 7. ISAT capex Fig 8. ISAT debt position
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Company Overview

PT Indosat Tbk (ISAT) was established in 1967 as one of Indonesia’s leading
telecommunications, informatics and/or convergence technology service provider.
As of 2015, the company being the member of Ooredoo Group has been
rebranded as Indosat Ooredoo. In 2021, Ooredoo Group and CK Hutchison
announced the merger, creating Indosat Ooredoo Hutchison (IOH). Post the
consolidation, ISAT rises to the position of the second largest telco operator in
Indonesia, commanding 102.2mn total subscribers as of FY22.

Fig 9. [ISAT shareholder structure
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Fig 10. ISAT network coverage

Cebu Cify

* i
Davao City rALAY
Bandar Ser
Begawan
BRUNET
o Medan  MALAYSIA ™
Eﬁ...\lmu, A
X Kuala Lumpur
24y
. Kuching L
o * . .. pSingapore g0
A G, £ o
Ve A oad oo 4 g - *
\ it S i3
o P g'Samannd
s 2y » A ¥
- b £
o gfhamasin Ml

- P rim
ks s ke

INDONESTA

@ enprasar p > Din
™ b TIMORIESTE

e o

35 019 794 mengumpulkan data sejak 09 020 di area yang ditampilkan P 4G N /m

Terakhir diperbarui: 09/13/2022 03:13 UTC I) I I I ) I |
Al i) \all) \all)

Source: nperf.com




Indosat tuefriend Korea Investment

Company Update & Sekuritas Indonesia

Fig 11. Peers comparison

Bloomberg Mkt Cap EV/EBITDA (x) PE (x) PB (x) EPS growth (%) =BITDA margin (%) ROE (%)
ticker (USD mn) FY23F FY24F FY23F FY24F FY23F FY24F FY23F FY24F FY23F FY24F FY23F FY24F

Indonesia
TELKOM INDONESIA PERSER  TLKM 1J 25,549 53 50 11 B.1 28 27 n1i 71 54.1 542 20.3 20.7
INDOSAT TBKPT ISAT 1D 3,611 48 4.4 215 56 18 16 284 379 436 446 9.1 0.2
PT XLAXIATA TBK EXCL I 1775 43 41 18 29 10 0.9 326 “u3 49.7 50.0 6.1 7.1
Simple average 4.8 4.5 16.8 13.9 19 17 24.0 19.8 49.1 49.6 1.8 12.7
Weighted average 5.2 4.9 15.0 13.4 2.6 2.5 14.4 11 52.6 52.8 18.2 18.7
Malaysia
MAXIS BHD MAXIS MK 6,932 10.0 9.8 220 211 49 50 9.2 44 40.6 404 218 228
DIGI.COM BHD DIGIMK 1,347 0.7 05 264 241 64.4 675 713 9.3 778 477 83.1 78.6
AXIATA GROUP BERHAD AXIATA MK 6,422 58 56 214 9.2 14 12 (86.3) ne 454 459 58 6.6
Simple average 8.8 8.6 23.3 215 23.6 24.6 14 8.5 54.6 44.7 36.9 36.0
Weighted average 9.2 9.0 23.9 22.0 311 32.4 15.2 8.5 58.8 45.2 45.5 44.0
Singapore
STARHUB LTD STH SP 1366 6.2 56 54 B1 33 31 223 s 85 99 227 256
SINGAPORE TELECOMMUNIC ST SP 29,533 n9 14 53 BS5 14 13 552 6.0 256 26.2 8.7 97
Simple average 9.1 8.5 15.3 13.3 2.3 2.2 68.8 16.9 22.1 23.0 15.7 17.6
Weighted average 11.7 1.2 15.3 13.5 14 14 19.9 16.1 25.3 25.9 9.3 10.4
Thailand
ADVANCED INFO SERVICE PCADVANC TB 17,350 77 73 209 01 6.7 6.3 ni 93 48.2 485 325 340
Simple average 7.7 7.3 20.9 19.1 6.7 6.3 1n1 9.3 48.2 48.5 32.5 34.0
Phillipines
GLOBE TELECOM INC GLOPM 4,736 6.5 6.2 B3 »3 18 17 (5.0) 84 479 46.0 5.0 48
PLDTINC TELPM 5177 53 51 9.8 94 20 19 (4.2) 37 495 49.8 221 213
CONVERGE INFORMATION Al CNVRG PM 2,061 58 54 ns 09 23 20 74 8.7 58.2 585 20.6 0.1
Simple average 5.8 5.5 116 10.8 2.1 19 2.7 6.9 519 514 19.3 18.4
Weighted average 5.8 5.6 1ns5 10.8 2.0 19 (0.8) 6.4 50.4 49.8 19.1 18.4
China
CHINA TELECOM CORP LTD-t 728 HK 79,103 37 35 06 94 0.7 0.7 24 28 26.9 26.9 7.1 77
CHINA MOBILELTD 941HK 169,073 23 22 8.2 77 0.9 0.8 83 72 347 341 06 109
CHINA UNICOM HONG KONG | 762 HK 23,662 12 12 8.6 7.7 05 04 B2 ns 279 273 54 58
Simple average 2.4 2.3 9.1 8.3 0.7 0.7 1.3 10.5 29.8 29.4 7.7 8.1
Weighted average 2.6 2.5 9.0 8.2 0.8 0.8 9.9 9.2 318 314 9.1 9.5
Overall simple average 6.4 6.1 16.2 14.5 6.2 6.2 19.9 12.0 42.6 411 20.7 211

Source: Bloomberg, KISI
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Balance sheet (IDR bn) Income statement (IDR bn)
FY-ending Dec. 2021A 2022A 2023F 2024F 2025F  FY-ending Dec. 2021A 2022A  2023F 2024F  2025F
Current assets Net revenues 31,388 46,752 50,161 54,103 58,209
Cash & cash equivalent 4087 9516 5352 3642 7,824  Expenses (17,503) (27,284) (27,857) (29,406) (31,118)
Accounts & other receivables 2,060 2,374 2,547 2,748 2,956 EBITDA 13,886 19,469 22,304 24,697 27,091
Inventories 18 73 & 67 85 Depreciation expenses (10,204) (13,703) (14,509) (15,270) (16,073)
Others 5334 6720 7210 8249 8536 ) 0rating profit 3682 5766 7,796 9427 11,018

Non-current assets . o
Financial income

Fixed assets 45515 69,070 72,941 76,050 78,045
Interest income 152 118 166 100 128
Goodwill 1,324 18,293 18,293 18,293 18,293
Financial expense
Investments 593 1,664 1,785 1,624 1,964
Interest expense (3,002) (4,345) (4,769) (4,321) (4,238)
Other non-current assets 4,465 6,169 6,503 7,515 7,516
Other non-operating profit 6,675 4,998 - - -
Total assets 63,397 113,880 114,710 118,188 125,218
Gains (Losses) in associates, R R _ R R
Current liabilities subsidiaries and JV
Accounts & other payables 11,041 11555 12,398 13372 14,387  Eanings before tax 7507 6536 3192 5207 6,908
ST debt & bond 7,667 4,269 4,269 4269 4269  Incometaxes (647) (1,166)  (702) (1,146) (1,520)
Obligations under finance lease 2,682 7,106 7,106 7,106 7,106 Net profit 6,751 4,723 2,190 3,672 4,739
Others 7,268 12,944 13,887 14,162 15823  Core Net profit 757 1,182 2,190 3572 4,739
Non-current liabilities Non-controlling interest 109 647 300 489 649
LT debt & bond 8,824 17,025 12,025 12,025 12,025
Obligations under finance lease 14,292 27,584 27584 27,584 27584  Key financial data
Other non-current liabilities 1,320 1,782 3,760 2,798 3,197 FY-ending Dec. 2021A 2022A 2023F 2024F 2025F
Total liabilities 53,094 82,265 81,029 81,316 84,391 per share data (IDR)
Capital stock 543 806 806 806 806 EPS 1,242.4 589.0 271.6 443.0 587.8
Additional paid-in capital 1547 17,714 17,714 17,714 17,714 BPS 16895 35344 37420 41035 45584
DPS 1,168.2 117.2 815 132.9 176.3
Retained earnings 6,703 9,427 11,254 14,169 17,837
Growth (%)
Others 387 397 397 397 397
Sales growth 12.4 48.9 7.3 7.9 7.6
Minority interest 1,122 3,272 3,511 3,786 4,074 EBITDA growth 214 40.2 14.6 10.7 9.7
Total equity 10,303 31,615 33,681 36,872 40,827 OP growth 158.9 56.6 35.2 20.9 16.9
NP growth NA (30.0) (53.6) 63.1 32.7
Cash flow (IDR bn) Profitability (%)
FY-ending Dec. 2021A 2022A 2023F 2024F 2025F  CBITDAmargin 44.2 416 445 45.6 46.5
OP margin 11.7 12.3 15.5 17.4 18.9
C/F from operating 17,735 25,011 18,055 19,139 23,262
NP margin 215 10.1 4.4 6.6 8.1
Net profit 6,751 4,723 2,190 3,572 4,739 ROA 107 5.3 19 31 3.9
Depreciation 10,204 13,703 14,509 15,270 16,073 ROE 58.2 225 6.7 101 122
. . Dividend yield 17.4 17 12 2.0 2.6
Net incr. in W/C 701 4,434 1,118 21 2,162
Dividend payout ratio 103.7 20.0 30.0 30.0 30.0
Others 79 2,150 239 276 287 Stability
i i Net debt (IDR bn 12,403 11,779 10,943 12,653 8,471
C/F from investing (11,638) (56,541) (16,857) (20,192) (18,008) ( )
Int.-bearing debt/equity (%) 179.6 75.1 54.0 49.2 443

CAPEX (6.839) (11 703) (12,990) (12,990) (12,730) Valuation (X

Others (4,799) (44,838) (3,867) (7,202) (5,278) PE 54 11.4 250 153 116
C/F from financing (3,796) 36,958 (5,363) (625) (1,072) PB 4.0 1.9 1.8 1.7 15
Incr. in equity - 16430 . . R EV/EBITDA 6.1 53 4.7 4.3 3.8
Incr. in debts 5,645 22,519 (5,000) - -
Dividends (9,500) (1,999) (945) (625) (1,019)
Others 59 8 582 - -
Increase in cash 2,300 5,428 (4,164) (1,710) 4,182
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



