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Stock Information

Telekomunikasi Indonesia is the largest
telecommunication company in Indonesia,
covering over 90% of Indonesian population as
of 2019. The company is largely owned by state
and operates through various subsidiaries. The

company's  business lines ranging from
telecommunication to property.

Market cap (Rp bn) 416,061
Shares outstanding (mn) 99,062
52-week range (Rp) 3,300-4,680
3M average daily vol. ('000) 128,413

3M average daily val. (Rp mn) 485,314
Shareholders (%)

Government of Indonesia 52.0

Public 48.0
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o TLKM’s 1H22 net profit increased 6.9% YoY to Rp13.3tn, representing 49.2% of our FY forecast

¢ We expect revenue growth of 6% YoY, EBITDA margin of 53.6% in 2022

e We reiterate our “BUY” call with 16% upside potential on a 12-month view on strong digital
infrastructure and mobile leadership well as solid B/S

Relatively in line with estimate

TLKM's net profit grew 6.9% YoY to Rp13.31tn (+17,6% QoQ to Rp7.2tn), accounting for 49.2% of our
FY estimate. The improvement of bottom-line performance in 1H22 was mainly driven by data,
internet and IT service that increased by 4.4% YoY/7.5% QoQ in line with normalized mobility.
Nevertheless, legacy services continue to drop 11.7% YoY/-3.7% QoQ in 1H22, which contributed
12.9% of TLKM's revenue. Furthermore, EBITDA margin also improved from 54.3% in 1H21 to 54.8%
in 1H22, on the back of controllable costs, in particular operations, maintenance and telco services.
TLKM also booked lower finance costs by 5.4% YoY to Rp1.95tn in 1H22. The company's balance
sheet remained solid in 1H22 with net gearing of 0.3x.

Improvement in Telkomsel ARPU

Telkomsel's net income tumbled 10.6% YoY to Rp11.4tn in 1H22 (+48.7% QoQ to Rp6.8tn). This was
followed by soft growth in revenue by 1% YoY to Rp43.6tn (+5.0% QoQ to Rp22.3tn) in the midst of
continued shifting from legacy services to data. In contrast, digital business revenue grew 5.2% YoY/
7.0% QoQ in 1H22. Furthermore, EBITDA margin also declined from 58.7% in 1H21 to 57.1% in 1H22.
The number of customers declined 3.0% QoQ to 169.7 million in 2Q22 as ARPU improved, growing
6.8% QoQ to Rp41K. On the other hand, revenue of Indihome went up 7.4% YoY to Rp13.8tn (+1.9%
QoQ to Rp6.98tn). Indihome added 288,000 of new customers in 1H22 to 8.9 million or growing 7.2%
YoY, yet still lower than our expectation. However, Indihome ARPU remained stable YoY in 1H22 at
Rp270K.

Reaching beyond telecommunication business

We maintain TLKM's revenue growth estimate of 6% YoY in 2022, boosted by improvement in mobile
segment and Indihome. Amid intense competition in mobile segment, Telkomsel strives to maintain
its market share while aiming for healthier growth by leveraging network superiority, and providing
offering for its high valued customers. For Indihome, we expect lower customers additions this year
amid normalized mobility, yet ARPU to be relatively stable YoY following efforts to enrich its bundling
offerings and push to upgrade. As part of its transformation plans, TLKM-Singtel have inked
partnership to develop data center business especially a Hyperscale data center located in Batam and
expand fixed-mobile convergence through future hybrid products. To capture long term growth,
Telkomsel seeks to develop digital ecosystem through INDICO that will be focused on health tech
(Kuncie), gaming (Majamojo) and edutech (Fita).

Reiterate BUY on the back of mobile and fixed broadband leadership

We maintain our BUY call with a higher DCF-based price target of Rp5,200/share. The stock is
currently traded at a 2022F PER of 19.1x and EV/EBITDA of 6.7x We are sanguine with TLKM's outlook
buoyed by 1) leadership in mobile data and fixed broadband; 2) network and data infrastructure
advantage; 3) enterprise and WIB segments thanks to growing digitalization, tower and other digital
infrastructure; 4) collaboration with startups and other techno giant to expand digital ecosystem, and
source of new growth; 5) manageable leverage ratio; 6) attractive valuation relative to its peers and
7) improved consumers spending. However, we note several downside risks to our recommendation
including 1) competitive market; 2) lower-than-anticipated consumer power due to uncertainty; 3)
interest rate hikes and 4) regulation changes.

Key Statistics

Year end Dec 2020A 2021A 2022F 2023F 2024F
Revenue (Rp bn) 136,462 143,210 151,423 160,597 171,173
EBITDA (Rp bn) 72,080 75,723 81,123 86,020 91,967
Net profit (Rp bn) 20,804 24,760 27,045 28,223 29,351
EPS (Rp) 210.01 249.94 273.01 284.90 296.28
ROAA (%) 8.89% 9.45% 9.47% 9.26% 9.10%
ROAE (%) 17.5% 18.6% 18.0% 17.5% 17.1%
PER (x) 24.8 20.8 19.1 18.3 17.6
PBV (x) 4.3 35 3.3 3.1 2.9
EV/EBITDA (x) 7.7 7.1 6.7 6.3 5.9
Div Yield (%) 3.0% 3.2% 3.7% 3.8% 4.3%
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TLKM'’s Financial Overview

Consolidated Statements of Profit YoY QoQ
or Loss (Rp bn) 1H21 1H22 Change 1q22 2Q22 Change
Revenue 69,480 71,983 3.6% 35,208 36,775 4.5%
Costs (45,865) (49,047) 6.9% (24,597) (24,450) (0.6%)
Operating profit 23,615 22,936 (2.9%) 10,611 12,325 16.2%
Operating profit margin 34.0% 31.9% 30.1% 33.5%

Depreciation, amortization (14,144) (16,805) 18.8% (8,824) (7,981) (9.6%)
EBITDA 37,759 39,447 4.5% 19,388 20,059 3.5%
EBITDA margin 54.3% 54.8% 55.1% 54.5%

Finance income/ expenses (1,728) (1,512) (12.5%) (745) (767) 3.0%
Profit from associates (93) 5 (105.4%) (4) 9 (325.0%)
Profit before income tax 21,794 21,429 (1.7%) 9,862 11,567 17.3%
Tax benefit (expenses) (4,874) (3,874) (20.5%) (2,006) (1,868) (6.9%)
Profit after tax 16,920 17,555 3.8% 7,856 9,699 23.5%
Minority interests 4,469 (4,245) (195.0%) (1,738) (2,507) 44.2%
Net profit 12,451 13,310 6.9% 6,118 7,192 17.6%
Net profit margin 17.9% 18.5% 17.4% 19.6%

Source: Company, KB Valbury Sekuritas

TLKM revenue breakdown

W Data, internet, IT service

M Celular voice, SMS, and fixed line

B Indihome

W interconnection

Network and othertelco

1H21 1H22

Data, Internet and IT service segment revenue to total remained at 54% in 1H22

Sources: Companies, KB Valbury Sekuritas
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Telkomsel Legacy Performance Compared to Data

SMS and voice traffic consistently declined QoQ as data payload increased
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Sources: Companies, KB Valbury Sekuritas

Indihome Operational Performance

Indihome subscribers steadily grew, while ARPU slightly increased QoQ thanks to additions for add-ons
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FINANCIAL TABLES
CONSOLIDATED STATEMENTS OF PROFIT OR LOSS
Year End Dec (Rp bn) 2020A 2021A 2022F 2023F 2024F
Revenue 136,462 143,210 151,423 160,597 171,173
Costs (92,957) (95,647) (99,670) (107,229) (114,957)
Operating profit 43,505 47,563 51,753 53,368 56,216
Operating profit margin 31.9% 33.2% 34.2% 33.2% 32.8%
EBITDA 72,080 75,723 81,123 86,020 91,967
EBITDA margin 52.8% 52.9% 53.6% 53.6% 53.7%
Finance income/ expenses (3,721) (3,807) (3,602) (3,782) (3,964)
Profit from associates (246) (78) (70) (72) (73)
Profit before income tax 38,775 43,678 48,081 49,514 52,179
Tax benefit (expenses) (9,212) (9,730) (12,020) (12,379) (13,045)
Profit after tax 29,563 33,948 36,060 37,136 39,134
Minority interests 8,759 9,188 9,015 8,913 9,784
Net profit 20,804 24,760 27,045 28,223 29,351
Net profit margin 15.2% 17.3% 17.9% 17.6% 17.1%

Source: Company, KB Valbury Sekuritas

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Year End Dec (Rp bn) 2020A 2021A 2022F 2023F 2024F
Current assets

Cash and cash equivalents 20,589 38,311 41,034 46,427 46,869
Trade receivables 11,553 8,705 13,611 10,550 16,812
Other current assets 14,361 14,261 14,382 15,099 15,923
Total current assets 46,503 61,277 69,026 72,076 79,604

Non-current assets

Fixed assets 160,923 165,026 171,627 185,357 189,064
Other non-current assets 39,517 50,881 53,517 57,811 61,289
Total non-current assets 200,440 215,907 225,144 243,168 250,353
Total assets 246,943 277,184 294,171 315,245 329,957

Current liabilities

Trade payables 16,999 17,170 17,159 19,829 19,761
Taxes payables 2,713 3,923 5,080 6,579 8,520
Accrued expenses 14,265 15,885 16,203 16,527 16,857
Short term debts 19,284 16,372 18,203 19,848 21,263
Other current liabilities 15,832 15,781 15,793 15,834 15,886
Total current liabilities 69,093 69,131 72,438 78,616 82,288

Non-current liabilities

Long-term debts 30,561 36,319 38,498 41,193 41,193
Other non-current liabilities 26,400 26,335 27,503 29,016 30,497
Total non-current liabilities 56,961 62,654 66,001 70,209 71,690
Minority interests 18,362 23,753 23,991 24,230 24,473
Shareholders' equity 120,889 145,399 155,731 166,419 175,980
Total liabilities and equity 246,943 277,184 294,171 315,245 329,957

Source: Company, KB Valbury Sekuritas
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year End Dec (Rp bn) 2020A 2021A 2022F 2023F 2024F
Net profit 20,804 24,760 27,045 28,223 29,351
Depreciation & amortization 9,490 17,896 18,593 19,764 20,848
Changes in working capital 1,825 5,333 (3,789) 6,691 (4,957)
CF from operating activities 32,119 47,989 41,849 54,677 45,242
Investment in fixed assets (11,710) (19,797) (22,810) (30,918) (21,735)
Others (18,734) (13,566) (5,020) (6,869) (6,299)
CF from investing activities (30,444) (33,363) (27,830) (37,788) (28,034)
Debts raised/(repaid) (15,262) (16,643) (18,932) (19,756) (22,013)
Dividends paid 14,382 3,895 4,808 5,139 2,044
Others 1,552 6,849 2,827 3,121 3,202
CF from financing activities 672 3,096 (11,296) (11,496) (16,766)
Free cash flows 2,347 17,722 2,723 5,394 442
Net cash flows 18,242 20,589 38,311 41,034 46,427
Cash and cash equivalents, beginning 20,589 38,311 41,034 46,427 46,869
Cash and cash equivalents, ending 20,804 24,760 27,045 28,223 29,351

Source: Company, KB Valbury Sekuritas

RATIO ANALYSIS

Year End Dec 2020A 2021A 2022F 2023F 2024F
Operating profit margin 31.9% 33.2% 34.2% 33.2% 32.8%
EBITDA margin 52.8% 52.9% 53.6% 53.6% 53.7%
Net profit margin 15.2% 17.3% 17.9% 17.6% 17.1%
Receivables turnover (x) 11.8 14.4 13.8 13.5 12.7
Inventory turnover (x) 118.6 108.6 119.0 122.0 123.0
Payable turnover (x) 6.0 5.6 5.8 5.8 5.8
ROAA 8.9% 9.4% 9.5% 9.3% 9.1%
ROAE 17.5% 18.6% 18.0% 17.5% 17.1%
ROIC 14.7% 16.9% 16.4% 16.2% 15.8%
Debt/ Equity 63.8% 56.8% 56.1% 55.5% 53.4%
Net debt/Equity 43.8% 25.3% 24.9% 22.9% 22.5%
Net debt/ EBITDA 90.8% 91.2% 91.0% 91.7% 88.0%
Interest coverage (x) 15.9 17.3 18.87 19.05 19.40
BV/share (x) 1,035.0 1,228.0 1,329.9 1,435.3 1,529.4
Dividend Yield 3.0% 3.2% 3.7% 3.8% 4.3%

Source: Company, KB Valbury Sekuritas
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Disclaimer

This report is prepared by PT KB Valbury Sekuritas, a member of the Indonesia Stock Exchange, or its subsidiaries or
its affiliates ("KBVS"). All the material presented in this report is under copyright to KBVS. None of the parts of this
material, nor its contents, may be copied, photocopied, or duplicated in any form or by any means or altered in any
way, or transmitted to, or distributed to any other party without the prior written consent of KBVS.

The research presented in this report is based on the information obtained by KBVS from sources believed to be
reliable, however KBVS do not make representations as to their accuracy, completeness or correctness. KBVS
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. The material in this report is not to be construed as an offer or a solicitation of an offer to buy or sell any
securities or financial products. This report is not to be relied upon in substitution for the exercise of independent
judgement. Past 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
judgement at its original date of publication by KBVS and are subject to change without notice, its accuracy is not
guaranteed ot it may be incomplete.

The Research Analyst(s) primarily responsible for the content of this research report, in part or as a whole, certifies
that the views about the companies and their securities expressed in this report accurately reflect his/her personal
views. The Analyst also certifies that no part of his/her compensation was, is or will related to specific
recommendation views expressed in this report. It also certifies that the views and recommendations expressed in
this report do not and will not take into account client circumstances, objectives, needs and no intentions involved

as a use for recommendations for sale or buy any securities or financial instruments.
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Branch Office

J1. Raya Bowlevard Barat Blok A1 No. 10
Jakarta 11620
T +62 21+ 29451577

Jakarta - Puri indah

Rukan Grand Aries Niaga
Blok E.1 No. 1V JI. Taman Aries,

Surabaya

Pakuwon Center Tunjurgan Placa Lantai 21
JI. Embong Malang No.1

Surabaya 60261

T +62 31-2955777

T +6231.29557=2

F+62 31-2955716

Jakarta 13450
T +62 21- 22542350
F 462 21- 29264310

Jakarts - Phult

11, Plult Putra Ry No. 2
Jakarta 14240

T 462 21-29264300
F+62 21-22542391

Bandung

11, HOS Cokroaminoto Mo, 82
Bandung 40171

T +6222-87255888

T +62 22 - 87255800

F+62 2287255811

Semarang

Candi Plaza Bulding Lt. Dasar

JI. Sedten Agung No. S0-908
50252

T+6224-3521558

T +62 24 -8501122

F+62 24-8507350

Yogyakarta

JI. Masgelang XM 5.5 ro. 75
‘Yogyakarta 55284

T +62 274 - 4365500
T+62274-623111

F+62 274523222

Padang

I, Ksenpung Nias |l no, 10,
¥al, Belakang Pondok,
¥ec. Padang Selstan

T +62 7518955747

Manado

¥awasan Megamas, Ruko Me,
Blok IF2 No. 38 Manado. 95254
T+624317917 836
F+624318802129
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¥omplek Bis Styfes Hotel
1l. Teuks Umar No. 177
Derpasar Bali 80114

T +62 361 - 255888

T +62 361 - 225229
F+62 361-225339

Banjarmasin

J1.Gatot Subroto 8o.33 Kel Xebun Burga
¥ec. Banjarmasin Tenur

Kalimantan Sefatan 70235

T +62511 - 3265918
F462511-3253432

Solo

JI. Ronggo Warsito no, 34
Solo 57118

T +62 271632888

F 462 271 656988

Maskasar

Ratulangl Points 1t 3

JI. Dr Sem Ratulangs No. 2 Kunjungmae, Mariso
Makassar, Sulawesi Selatan 90125

T +62411 8955999

Malang

1. Pablawan Trip no, 7
Malang 65112

T +62 341 - SaseEs
F+62 341 - 560056

Solo

JI. Ronggowarsito No. 34
Surakarta 57118
T+62271 - 632888

Palem|

¥omp, PTC Mall Blok | No. 7 & R Sukamto ¥el. & lir
¥ac, e Timur || Paembang 30114

T 07115700281

¥omplek Jati Junction No. PS-54
J1. Perintis Kemerdekaan
Medan 20218

T +62 61 - 83816222

£ 62 61- 88816333

Pekanbaru

1. Tuarku Tambeassi

¥omplek CNN Blok A Mo.3 Pekanbaru 28291
T+62761-839393

Galari Imvestasi

Padang

1l. Kampung Nias Il no. 10,
¥l Befakang Pondok,
¥ec, Padang Selatan

T +62 7518955747

Manado

Kawasan Megamas, Ruko Megapeofit
Biok IF2 No, 38 Manado, 95254
T+624317917836

F+62431880 2129

Sclo

JI. Ronggawarsita No, 34
Surakarta 57118
T+62271- 632553

Palembeng

¥omp, PTC Mal Blck | No, 7 8. R Sukamto ¥el, 8 Ilir
¥ec, fir Timur |l Palembang 30114

T 07115700281

Yogyakarta
Universitas Kristen Duta Wacans
T 462 274 - 544032

Manado
Universitas Frisma Manado
T 0131 8800650

Jakarta
Universitas Guriadarma
T +6221-8727541




