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OOREDOO HUTCHISON

¢ ISAT’s 1H22 reported net profit tumbled 41.8% YoY to Rp3.3tn in 1H22

¢ We expect the company’s revenue and EBITDA of Rp42.4tn and Rp18.5tn in 2022, respectively

o We re-initiate with “BUY” call with 12% upside potential on a 12-month view on better outlook
post-merger, better pricing and hyperscale expansion.

Stronger than expected

ISAT’s revenue grew 50.3% YoY in 1H22 to Rp22.53tn (+7.2% QoQ in 2Q22). The figure represents
53.1% of our FY forecast. Furthermore, the company also recorded a solid EBITDA of Rp9.2tn in 1H22
(9.5% QoQ in 2Q22) post merger. Nevertheless, EBITDA margin was down from 45.2% in 1H21 to

40.7% in 1H22 (41.2% in 2Q22) due to impacts of the merger. Meanwhile, ISAT’s reported net profit
of Rp3.26tn in 1H22, plunging 41.8% YoY. Yet, it skyrockted QoQ from Rp128.75bn to Rp2.33tn in
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2Q22. By taking out one-off gains, normalized profit was Rp149.3bn in 1H22 (Rp105.6bn in 2Q22).
Balance-sheet wise, ISAT net gearing ratio was improved to 1.6x in 1H22.

Improved KPIs

ISAT's stellar top-line growth was driven by a jump in subscriber post-merger by 59.5% YoY in 1H22 to
96.2mn (1.7% QoQ in 2Q22). The higher subscribers also became primary driver for data service
revenue bump +59.9% YoY to Rp17.8tn (+9.7% QoQ in 2Q22). Data service contribution to revenue
was also up to 78.9% in 1H22 (74.1% in 2Q22) from 74.1% in 1H21, accompanied by higher 4G user
proportion of 72.8% to total subs compared to 66.3% in previous year. Nevertheless, ARPU was

relatively stabilized YoY to Rp33,500 in 1H22, yet higher by 9.4% QoQ in 2Q22 to Rp35,000.
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Meanwhile, data yield was flattened at Rp2,900 in 2Q22.

Bringing better future

We expect ISAT's 2022 revenue of Rp42.4tn, boosted by higher data revenue. Although, we opine
that the competition remains intense for throughout 2022, the merger will re-shape industry for the
better, providing room for providers to improve the prices going forward. Furthermore, ISAT
reported a smooth infrastructure integration with around 12,000 sites have been integrated as of
August, which is ahead of initial plan. By accelerating network integration, we expect it will be fully
realized earlier than 2 years period. We are optimistic that the merger will bring improvement in the
area of customer base, better quality networks, higher coverage, and better efficiencies. Meanwhile,
ISAT through subsidiary BDx, along with Lintasarta have formed a JV to tap into hyperscale data
center, gaining momentum from rapid demand of cloud and corporate digitalization.

Reiterate BUY on the back synergies and hyperscale expansion

We re-initiate our coverage with a BUY recommendation with a price target of Rp8,000/share,
implying 2022 PER of 12.3x and EV/EBITDA of 6.4x. We are sanguine with ISAT’s outlook buoyed by 1)
stronger customer base; 2) hyperscale data center expansion through JV; 3) infrastructure integration
and transformation post-merger that should result in better efficiencies; and 4) pricing improvement
following improved purchasing power. However, downside risks to our
recommendation including 1) competitive market in mobile; 2) leverage risks; 3) high inflation that
may weaken purchasing power and 4) interest rate hike.

we note several

Key Statistics

Year end Dec 2020A 2021A 2022F 2023F 2024F
Revenue (Rp bn) 27,926 31,388 42,429 45,532 47,564
EBITDA (Rp bn) 11,433 13,886 18,467 20,032 21,821
Net profit (Rp bn) (717) 6,751 5,197 2,827 3,658
EPS (Rp) (89) 842 648 353 456
EPS growth (%) (145.7%)  (1041.9%) (23.0%) (45.6%) 29.4%
ROAA (%) (1.5%) 16.0% 6.6% 2.2% 2.6%
ROAE (%) (1.8%) 19.4% 7.4% 4.2% 5.5%
PER () (89.5) 9.5 12.3 22.7 17.5
PBV (x) 4.9 6.2 2.0 1.8 1.7
BV/ Share (Rp) 1,610.3 1,284.8 3,967.2 4,319.7 4,775.9
EV/EBITDA (x) 10.3 8.5 6.4 5.9 5.4
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ISAT’s Financial Overview

Consolidated Statements of Profit YoY QoQ
or Loss (Rp bn) 1H21 1H22 Change 1q22 2Q22 Change
Revenue 14,984 22,527 50.3% 10,873 11,654 7.2%
Costs (7,910) (16,429) 107.7% (9,657) (6,773) (29.9%)
Operating profit 7,073 6,097 (13.8%) 1,216 4,881 301.5%
Operating profit margin 47.2% 27.1% 11.2% 41.9%

EBITDA 6,778 9,178 35.4% 4,380 4,798 9.5%
EBITDA margin 45.2% 40.7% 40.3% 41.2%

Finance income/ expenses (1,406) (2,121) 50.8% (1,053) (1,068) 1.5%
Profit before income tax 5,667 3,567 (37.1%) 163 3,813 2240.8%
Tax benefit (expenses) (26) (409) 1484.7% 1 (410) (30443.7%)
Net profit 5,598 3,260 (41.8%) 129 3,132 2332.4%
Net profit margin 37.4% 14.5% 1.2% 26.9%

Normalized net profit 246 149 (39.3%) 44 106 141.3%

Source: Company, KB Valbury

ISAT’s performance overview
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FINANCIAL TABLES

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS

Year End Dec (Rp bn) 2020A 2021A 2022F 2023F 2024F
Revenue 27,926 31,388 42,429 45,532 47,564
Costs (25,526) (21,034) (31,461) (38,045) (39,189)
Operating profit 2,399 10,354 10,968 7,488 8,375
EBITDA 11,433 13,886 18,467 20,032 21,821
EBITDA margin 40.9% 44.2% 43.5% 44.0% 45.9%
Net finance income/ expenses 191 152 122 109 115
Share of loss/gain from JV (600) 7,507 6,602 3,909 5,025
Profit before income tax (31) (647) (792) (469) (754)
Tax benefit (expenses) (717) 6,751 5,197 2,827 3,658
Net profit -2.6% 21.5% 12.2% 6.2% 7.7%
Net profit margin 27,926 31,388 42,429 45,532 47,564

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 1,782 3,789 5,827 1,088 1,095
Trade receivables 2,557 2,027 2,439 2,620 2,665
Other current assets 5,251 5,385 7,588 6,368 6,527
Total current assets 9,595 11,499,439 15,868,436 10,092,143 10,308,739

Non-current assets

Fixed assets 46,522 45,515 68,273 68,956 67,576
Other non-current assets 6,662 6,383 22,608 22,697 22,873
Total non-current assets 53,184 51,898 90,881 91,652 90,450
Total assets 62,779 63,397 106,750 101,744 100,759

Current liabilities

Trade payables 657 982 1,666 1,545 1,761
Taxes payables 224 1,202 648 622 605
Accrued expenses 2,366 2,717 3,260 3,423 3,526
Short term debts 4,654 10,349 16,740 15,493 14,770
Other current liabilities 14,757 13,408 13,837 13,301 13,600
Total current liabilities 22,658 28,658 36,151 34,385 34,262

Non-current liabilities

Long-term debts 23,167 23,116 36,829 30,783 26,174
Other non-current liabilities 4,041 1,320 1,957 1,937 2,024
Total non-current liabilities 27,207 24,436 38,785 32,719 28,199
Shareholders' equity 12,913 10,303 31,813 34,640 38,298
Total liabilities and equity 62,779 63,397 106,750 101,744 100,759

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 (717) 6,751 5,197 2,827 3,658
Depreciation & amortization 10,011 10,204 12,630 15,232 15,155
Changes in working capital 2,155 8 (829) 518 390
CF from operating activities 11,450 16,963 16,998 18,577 19,203
Investment in fixed assets (13,780) (9,197) (35,388) (15,915) (13,776)
Others 953 279 (16,226) (88) (177)
CF from investing activities (12,827) (8,918) (51,614) (16,003) (13,953)
Dividends paid - (9,500) - - -
Debt raised/ repaid (5,220) 1,331 9,699 (2,433) (1,444)
Others 2,499 (7,369) 26,955 (4,879) (3,800)
CF from financing activities (2,721) (6,038) 36,654 (7,312) (5,244)
Change in cash flows (4,099) 2,007 2,038 (4,738) 7
Cash and cash equivalents, beginning 5,881 1,782 3,789 5,827 1,088
Cash and cash equivalents, ending 1,782 3,789 5,827 1,088 1,095

Source: Company, KB Valbury Sekuritas

RATIO ANALYSIS

Year End Dec 2020A 2021A 2022F 2023F 2024F
Operating profit margin (%) 8.6% 33.0% 25.9% 16.4% 17.6%
EBITDA margin (%) 40.9% 44.2% 43.5% 44.0% 45.9%
Net profit margin (%) (2.6%) 21.5% 12.2% 6.2% 7.7%
ROA (%) (1.1%) 10.7% 6.1% 2.7% 3.6%
ROE (%) (1.5%) 16.0% 6.6% 2.2% 2.6%
ROCE (%) (1.8%) 19.4% 7.4% 4.2% 5.5%
Debt/ Equity (%) 2.3 3.7 1.8 1.4 1.1
Net debt/Equity (x) 2.2 3.3 1.6 14 1.1
Net debt/ EBITDA (x) 2.3 2.2 2.6 2.3 1.8
Interest coverage (x) 3.8 4.6 4.1 5.4 6.3
EPS (89.4) 841.9 648.0 352.5 456.2

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




