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1H17 review; softening coal price. As of 1H17, global coal price has declined 
steadily by 10.5% YTD to US$ 81 per ton. The decline in coal price was mainly 
driven by supply disruption and policy changes in China as well as weak global 
demand for coal. China’s decision on resetting coal production back to 330 days 
have eased coal supply and led average coal price back to US$ 80 per ton. 
Looking at demand perspective, China has also canceled 103 power plant 
projects which eliminate 120 GW future potential of coal-fired power plant 
capacity. It shows China’s commitment to reduce its carbon emission and limit 
its coal-fired power generation capacity to 1,100 GW by 2020. Meanwhile in 
India, the government is currently ramping up its production to satisfy domestic 
demand and to eliminate coal import by 2018. In line with this, India Coal 
Limited’s 2016-2017 fiscal year result shows they have an excess of production 
by 10.97 Mt, or increasing by 158.1% YoY, which proves that the company’s 
current production capacity is enough to fulfill domestic consumption. Due to 
weak global demand and uncertainty from China and India market, global coal 
price has been on a downtrend since the beginning of the year. Meanwhile, from 
the domestic side, Indonesia’s coal production has been hit by heavy rainfall 
which resulted in lower than expected output in 1H17. However, we believe 
domestic production should pick up in 2H17.  

Coal Price Movement from January to August 2017. 

 

Coal spot price hike: China’s coal supply tightened as domestic demand 
raise high. As of August 2017, coal price has surged high to US$ 98 per ton or 
increasing by 32.35% since June 2017. Price hike in 2H17 was mainly driven by 
an increasing demand from China while the supply is tightening. From demand 
perspective, China is entering a summer season in July where electricity 
consumption level is higher than other seasons. Based on news from China, this 
year is said to be the hottest summer since 2013 where the temperature in 
Beijing and Shanghai can reach up to 40 degrees Celsius. In July, China’s 
electricity consumption and production reached an all time high, where 
consumption reached to 607.2 billion KwH (+9.9% YoY, 15.8% MoM) and 
production reached to 604.7 billion KwH (+9.8% YoY, +16.2 MoM). Furthermore, 
China economic data result for 1H17 also shows a better result than expected. 
China’s 1H17 GDP grows by 6.9% YoY, above market expectation which stood at 
6.8% YoY. Meanwhile, China’s industrial output for 1H17 also recorded a huge 
increase by 7.6% YoY, whereas market expectation was only at 6.5% YoY. 
Moreover, China PMI data in July also stood at 51.5 while market expectation 
stood at 50.4. Overall, we see that there is a sharp surge demand for coal in 
China. On the other hand, supply in China is tightening entering in 2H17. From 
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the supply side, we also see several events which helps to elevate coal price in 
2H17. 1) In early July, China’s government has decided to ban coal import on 150 
small ports across China as a way for government to control domestic supply 
and price. As such, it is estimated that there will be a decline in coal import by 15 
million to 20 million tons. 2) Several hydropower plants in China have to reduce 
their electricity production capacity due to recent heavy rainfall in Southern of 
China that pushed water level in 60 rivers across the country. It is forecasted 
that there will be a total cut reduction of electricity by 13.52 GW. 3) China 
Shenhua Energy, China’s largest coal producer, has recently announced that they 
have suspended 2 of their open pit mines in Ha’erwusu mine and Baorixile mine. 
The total combination output of those mines are estimated to be around 70 Mt 
per year (20% of Shenhua’s production in FY16). Because of the suspension, it 
will likely reduce their production and sales volume by 20.6 Mt and 11.5 Mt this 
year and it might also still affect next year operation. 4) Lastly, we also see that 
China’s coal production in July (294.4 Mt) was recorded slightly lower compared 
to June (-14.0% MoM). Lower production output was mainly driven by safety 
check and mine inspection that was issued by the government effective since 
July 2017. The inspection will last until October and it is estimated that the 
process will hinder coal production in China up to 30 Mt this year. In conclusion, 
we believe that the perfect timing during demand hike and the tightening of 
supply in China have pushed coal price to the current level.  

China electricity consumption spike on July 2017. 

 

China electricity production spike on July 2017. 

Source: Bloomberg, Sinarmas Investment Research 
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China lowest import of coal  on July 2017. 

 

 

China low production of coal  on July 2017. 

 

Ukraine: Declaration of power shortage and energy emergency; sign of coal 
industry revival for US. Due rising tension in Ukraine between Kiev party and 
Luhansk Proclaim Nation (LPR) & Donetsk Proclaim Nation (DPR) party, Ukraine 
was led to declare a nation power shortage and energy emergency. The 
president’s decision to blockade shipment from Kiev to LPR and DPR area, 
hoping for both area to return to Ukraine, has backfired against them. Due to the 
blockade, coal distribution from LPR and DPR area to Kiev have been disrupted 
as 50% of Ukraine coal reserve and industrial area are located inside Luhansk 
and Donetsk. Hence, Ukraine has a coal supply shortage to survive during winter 
period. Meanwhile, Ukraine persists not to import coal from Russia due to high 
tension among them and their effort to lower energy dependency from Russia. 
As a result, Ukraine decided to import 700.000 tons of coal from US during 
winter period from 2017-2018. The first batch of shipment was priced at US$ 
113 per ton. At that time, coal price was still leveled at USD 75 per ton. This deal 
has given a positive catalyst on coal price and also shows a sign of coal industry 
revival in US.  

 

Source: Bloomberg, Sinarmas Investment Research 
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India decision to lower inventory level in their power plant supply have led 
to supply shortage. Based on recent news, India is currently facing a supply 
shortage in their power plant stock inventory. According to Central Electricity 
Authority (CEA) data, two plants had no fuel, five had one day stock, eight with 
two days stock, thirteen with three days stock, and several more with four to five 
days stock. Apparently, the source of the problem was due to their recent 
strategy to reduce coal stock to cut inventory costs. However, this strategy had 
backfired against them. At the beginning of 2016-2017, several plants showed an 
average coal stock exceeding 25 days and the figures has rapidly dropped to 11 
days by now. Due to their strategy to reduce coal stock, it leads a huge pile of 
stock at India Coal Limited inventory. Hence, the company start to reduce their 
coal production. However, at the same time, demand was increasing due to hot 
weather and humidity. This led to a sudden demand from the power plant to 
India Coal Limited. In addition, closure on Dhanbad-Chandrapura railway has 
shifted supply distribution to CCL railway line which has caused a huge pressure 
on coal distribution to power plant; even further pressure was added due to 
excessive and unexpected rain that fell in CCL railway area which affect 
operation and disrupting coal distribution to power plant. As a result, several 
plants have a limited number of inventory stock and some are forced to go on a 
temporary shut down. This event gives a positive catalyst toward coal price as 
now supply in India is also getting tighter. However, we believe this catalyst will 
not sustain as the supply shock will only be temporary. It is expected that India 
Coal Limited will increase its production by August to ease supply concern and 
prevent a further decline of inventory level. Important note here is that India 
coal itself have enough capacity to fulfill their domestic consumption. Hence, we 
believe supply and inventory will be back to its normal level in the near future.  

Domestic opportunities remain, pressure on 35.000 MW project. With the 
huge uncertainty in the global market, especially from China and India, future 
prospect of coal mining sector will now rely on domestic and ASEAN market as 
one of the fastest growing region in the world. In the future, there will be a big 
potential of 50 GW power plant in ASEAN region in which 35 GW will come from 
Indonesia. 65.7% of Indonesia power plant project (23 GW) will be installed 
using a coal fired power plant. Hence, there is a potential increase of coal 
domestic demand by 80 million to 100 million tons per annum. However, the 
realization of 35 GW project might take longer than the initial expectation. As of 
1H17, there are only 757 MW power plant that have operated; only 2% of the 
full target. Even though 14.5 GW are already on construction phase, most of 
them are still in the groundbreaking phase. Meanwhile, for the transmission, 
only 14% have operated and 41% are still under construction. While for the 
electrical substation, only 23% have operated and 33% are still under 
construction as of 1H17. Hence, we expect that there will be a delay in the 
completion of the project which initially targeted to be completed in 2019. We 
believe there are several reasons that hinder the completion of the project. 1) 
The instability of the world economy that cause Indonesia’s economy to slow 
down. Hence, electricity demand didn’t grow as expected. 2) World commitment 
to face climate change through Paris Agreement has forced some of the world’s 
financial institutions to limit the funding for coal fired power plant projects. 3) 
There is a shift climate changes in global energy investment from thermal to 
renewable energy. For these reasons, we believe that the realization of the 35 
GW project might be longer than expected. Nevertheless, we believe that the 
project will still be implemented and continued to be supported by the 
government. Thus, there are still big potential increase of coal demand from 
domestic market.  
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Indonesia 35 GW power plant progress project. 

 

 

 

 

 

 

 

Construction of transmission and electricity substation  

 

 

 

 

 

 

 

 

China to issued maximum and minimum inventory days in their power 
plant. China recently announced that they will issue a policy regarding an upper 
limit and lower limit level in their power plant coal stock inventory. Power plant 
in major coal producing area such as Shanxi region should have no less than 15 
days of coal consumption while in the other areas, inventory should be no less 
than 20 days of coal consumption. Meanwhile, in the peak season, the minimum 
coal inventory days should increase by at least 5-10 days based on normal 
inventory days. For the upper limit level, their inventory days should not be 
more than twice the minimum amount of inventory days. However, during peak 
season those figures could increase up to 10 until 20 days. The government will 
also impose penalties for companies that fail to comply with the policy. We 
believe this policy will help government to stabilize coal price so that in the 
future there will be no supply shortage or price hike for coal. We also believe 
that this policy will help on stabilizing coal price to prevent high fluctuation.   

Coal price outlook, will coal price sustain? Coal price have been on an 
uptrend in the last 3 months and was recorded at USD 98 at the end of August. A 
supply shortage from China and India, winter season at the end of the year, and 
an increase in oil and gas price will maintain coal price. However, we expect coal 
price to soften in the mid to long term. There are several reasons that we believe 
will prevent coal price from staying above USD 90 level. 1) As the largest 
consumer and importer of coal, China’s government want to protect their fiscal 
from the huge increase of coal price. They have stated their expectation of coal 
trading price between USD 75-85 per ton and they will take an action if coal 
price were to enter the red zone of above USD 90 per ton. Hence, we believe 
China will intervene if coal price were to sustain at USD 90 level for a longer 

Transmission Electricity Substation 

Source: Perusahaan Listrik Negara (PLN), Sinarmas Investment Research 
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term. 2) China wants to ease supply concern by adding additional net of 200 
million tons of coal capacity by the end of this year. Even though China have kept 
on shutting older and inefficient mines, at the same time they want to keep 
adding additional coal capacity to ease supply and accumulate stock for winter 
period. 3) We believe China’s economy and industrial output will be slowing 
down in the near future. Hence, electricity demand and consumption should be 
growing slowly in the near quarters. 4) Coal production and hydropower plant 
output will recover in 2H17. Due to better weather conditions, we believe coal 
production, especially in Indonesia will keep on increasing and flooding the 
market. Moreover, even though the heavy rainfall in China have halted their 
hydropower plant operation, in the mid to long term the rainfall itself will give a 
positive impact toward these plants as their reservoir water will be replenished 
and electricity output will be higher than before. Overall, we believe with the 
current pace of coal and power expenditure, supply will eventually catch up with 
the demand and lower utilization rate will likely to happen in the near future. 
We expect coal price to be on a downtrend from September through October 
with the assumption that there will be no major policy changes from China. Thus, 
we maintain our forecast price for coal to be USD 75 per ton for the end of this 
year and USD 70-65 per ton for mid to long term for more of a conservative 
approach.  

China wants coal price to trade between USD 75-85 per ton. 

 

China GDP and industrial output to slow down in the near future. 

 

Source: National Development and Reforms Commissions, Sinarmas Investment Research 
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Robust performance for FY17, cautiously optimistic for FY18. Overall, we 
have seen coal price in a rollercoaster ride this year. Coal price have increase by 
9.0% YTD. We believe coal industry performance for this year would be very 
great as coal price is still stabilizing above USD 90 per ton in the mid of 3Q17. 
Important note here is that the average pricing contract for mining coal 
companies in Indonesia are around 3 months. Hence, using the 3 month pricing 
contract assumption, most of the sales in 4Q17 will follow the coal price index in 
3Q17. Therefore, we believe that coal mining companies in Indonesia this year 
will have a robust performance especially in their earnings following a good 
momentum of coal price this year. Looking forward for FY18, we believe coal 
price will be on a lower level compared to the current coal price but will remain 
high above USD 70 per ton. Hence, we are still cautiously optimistic for coal 
mining industry in the year ahead and focus more on selective picking based on 
growth potential.  

Upside potential remain. We see that there is still an upside potential in coal 
mining sector in Indonesia. If we take a look at the current coal price this year, it 
has a similar level with those in 2013. The average coal price in 2013 were USD 
85.4 while this year were USD 83.4. If we compare the average PE in 2013 with 
the current trailing PE, we see there is still an upside potential. The average PE 
in 2013 was 11.9x. Meanwhile, the current PE trailing was 10.6x per August 28. 
Thus, we remain overweight with selective picking in coal mining sector.  

 

 

Ticker CP Rating 
Target Price 

(IDR) 
Upside 

(Downside) 
Target P/E 

DOID 960 BUY 1,450 51.0% 10.0 

PTBA 12,375 BUY 16,500 33.3% 10.2 

ADRO 1,825 BUY 2.200 20.5% 10.3 

HRUM 2,360 ADD 2,700 14.4% 12.0 

ITMG 19,450 NEUTRAL 21,500 10.5% 11,6 

Source: Bloomberg, Sinarmas Investment Research 
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China’s coal export 

Source: Bloomberg, Sinarmas Investment Research 

China’s coal consumption 

Source: Bloomberg, Sinarmas Investment Research 

China’s coal inventory stock  

Source: Bloomberg, Sinarmas Investment Research 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Indonesia quarterly production 

Source: Company Data, Sinarmas Investment Research 

India Coal Ltd. surplus/deficit (production vs offtake) 

Source: Company Data, Sinarmas Investment Research 

China electricity production by type 

Source: Bloomberg, Sinarmas Investment Research 
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1H17 operational result review. Coal production for PTBA in 1H17 was 
recorded at 9.43 Mt (+123.3% YoY) while sales volume was recorded at 11.36 Mt 
(+113.4% YoY). However, if we take a look at the quarterly operational result, 
PTBA coal production in 1Q17 was only at 4.49 Mt (-32.4% QoQ) while in 2Q17 
was at 4.94 Mt (+10.0% QoQ). Meanwhile, sales volume is more stable with 1Q17 
result was recorded at 5.44 Mt (-3.2% QoQ) and 5.92 Mt (+8.8% QoQ) in 2Q17. 
Trading activity result had the highest decline with 1H17 result recorded at 0.17 
Mt (-80.5% YoY) which only achieve 4.0% of FY17 management target. Overall, 
PTBA production and sales volume in 1H17 only manage to achieve 39.2% and 
41.6% of FY17 management target. Soft operational performance in 1H17 was 
mainly driven by heavy rainfall that disrupt company operation.  

Superior 2Q17 financial result. Despite soft operational performance in 2Q17, 
the company still manage to record a superior financial result in 2Q17 supported 
by a huge increase in coal price. Revenue in 2Q17 came at IDR 4,42 trillion 
(+37.5% YoY, -2.8% QoQ) which in total achieve 48.2% and 48.0% of our 
estimate and consensus. Meanwhile net income was recorded at IDR 853.1 
million (+125.0% YoY, -2.0% QoQ) which translate to 37.4% gross margin (vs 
26.0% in 2Q16) and 19.5% net margin (vs 11.9% in 2Q16).  Better margin was 
impacted by higher ASP and lower than expected stripping ratio in 2Q17 which 
was recorded at 3.9 (-29.1% YoY, -2.5% QoQ). Weighted ASP in 1H17 was 
recorded at IDR 770,861 per ton (+17.0% YoY) while cash cost was recorded at 
IDR 578,756 per ton (-10.2% YoY).  

Aggressive development project. Following the good momentum of coal price, 
the company is also planning to develop more projects to improve their 
distribution infrastructure and secure more power plant development. PTBA is 
currently in the process of developing more railway project with KAI from 
Tanjung Enim to Prajin, Kramasan and Srengsem port. The project is estimated 
to add total capacity up to 35-45 Mt per annum which is predicted to be 
completed in 2022. Moreover, the company is also very aggressive in targeting 
more coal fired power plant project to secure more domestic demand and to 
support government’s 35 GW national power plant project. The company 
estimate to secure more than 5 GW power plant project by 2023. We believe 
being a stated owned enterprise and one of the biggest miner in Sumatra, PTBA 
has a very high chance to secure many government power plant project, 
especially in Sumatra area. Taking everything into consideration, we 
reiterate our BUY recommendation on PTBA with end of FY18 TP to IDR 
15,750 reflecting a 9.9x PE for FY18F. The stock currently trades at 8.4x PE. 
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Stock Information  

Sector Coal Mining 

Bloomberg Ticker PTBA IJ 

Market Cap. (IDR tn) 28,51 

Share Out./Float (mn) 2,304/806 

Current Price IDR 12,375 

52-week Target Price IDR 15,750 

Upside (%) 27.3% 

 

Share Price Performance  

52W High (04/04/17) 14,200 

52W Low (09/14/16) 9,075 

52W Beta 0.88 

YTD Change (%) -1.0% 

 

Relative Valuations  

Trailing P/E 8.4x 

Forward P/E 7.7x 

P/BV 2.2x 

EV/EBITDA 5.7x 

BUY (TP: 15,750) 

Financial Highlights 2015 2016 2017E 2018F 2019F 

Revenue (IDR bn)        13,845        14,059        18,620        19,166        19,066  

% growth 5.9% 1.5% 32.4% 2.9% -0.5% 

Gross Profit (IDR bn)           4,251          4,401          7,016          7,050          6,428  

Net Profit (IDR bn)           2,036          2,006          3,743          3,679          3,138  

% growth 0.8% -1.5% 86.6% -1.7% -14.7% 

Gross Margin (%) 30.7% 31.3% 37.7% 36.8% 33.7% 

Net Margin (%) 14.7% 14.4% 20.3% 19.4% 16.6% 

Return on Equity (%) 21.9% 19.0% 29.7% 25.2% 19.2% 

Return on Assets (%) 12.1% 10.8% 17.2% 15.1% 11.8% 

EPS (IDR)           883.6          870.7       1,624.5       1,596.6       1,362.1  
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FY17 management target revision. Due to soft performance on 1H17 coal 
production and trading activity, the company trimmed down their FY17 target 
for both coal production and sales volume. Coal production for FY17 is estimated 
to be at 21.92 Mt (vs 24.06 Mt previously) while sales volume is estimated to be 
at 23.17 Mt (vs 27.28 Mt previously). Trading and purchase activity FY17 target 
is also reduced to 0.4 Mt (vs 3.02 Mt previously). This shows company focus for 
2H17 in its own coal production operation rather than trading and purchase 
activity.  We believe this revision is more realistic considering a soft operational 
performance in 1H17. Moreover, the revision still doesn’t change the fact that 
PTBA will still experience growth in their production and sales volume.  

Better outlook for 2H17 onwards. Going forward, we see a positive outlook for 
PTBA. In 2H17, we expect the company to be able to improve their production 
output due to better weather conditions. Moreover, historically PTBA always 
manage to improve their production and sales volume significantly in the second 
half. Thus, we remain optimistic that the company could catch up with their 
FY17 target production in 2H17. Furthermore, PTBA currently has the highest 
margin compared to its peers in coal mining industries with gross margin stood 
at 37.4% while the average of peers in the industry were at 28.6%. Going 
forward, we believe the company could maintain its operational margin at a 
higher level compared to its peers given their better stripping ratio than the 
others. Nonetheless, we are also paying attention on the possibility of a lower 
margin in the second half as the company is expecting a slight increase in their 
stripping ratio for FY17 to be at 4.5 (vs 3.9 currently).  

Low exposure on China market. Company total sales in 1H17 were still being 
dominated by domestic market. In 1H17, domestic market contribute 64% of 
company total sales. Meanwhile, India comes in the second place which 
contribute 18% of company total sales. On the other hand, PTBA has the lowest 
exposure on China market compared to its peers in coal mining industry (5% of 
total sales) which we believe as an advantage for the company considering the 
high uncertainty in China market for mid to long term.  

Long term plans. Going forward, the company is discussing lots of plan to 
improve business performance and secure more power plant project. Besides 
developing more railway project, the company is also in progress of acquiring 
mining sites in Kalimantan to secure power plant project there. Even though the 
company still can not disclose the information, but the mining site is said to have 
a caloric value with range of 4200 and a big reserve that will be used to support 
company’s coal fired power plant project in Kalimantan. Meanwhile, for the 
South Sumatera 8 power plant project, the company have revised their 
projection date to 2023 from previously estimated to be completed in 2019.  

Negative catalyst from PLN, cost plus margin pricing mechanism. Recently, 
PLN suggest to impost cost plus margin pricing mechanism for domestic coal 
price. It is intended to cap coal price so it will be less volatile. We believe this 
event will bring negative impact toward PTBA during high coal price as revenue 
will be trimmed down. As of 1H17, PTBA gross margin stood at 37.4%. Even 
though the plan have not yet been approved, we see there is a chance that coal 
price will be capped around cost plus 15%-25% margin. If the rules were to 
approved at 15%-25% margin, our FY18 revenue estimate could be trimmed 
down by 8.3%-12.9% respectively. However, we remain optimistic toward PTBA  
as we have not yet seen the possibility of such rules to happen. Moreover, we 
believe with the high uncertainty of global market especially in China and India, 
growth potential would remain on domestic market. Not to mention, PTBA 
currently trades at a cheap valuation compared to its peers with trailing PE at 
8.4x which we believe have the biggest upside potential. Overall, taking 
everything in consideration we still remain optimistic with PTBA performance 
ahead.  
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Source: Company Data, Sinarmas Investment Research 

Quarterly operation result 

PTBA trading below 5 years average PE 

Source: Bloomberg, Sinarmas Investment Research 

Quarterly overburden removal result 

Source: Company Data, Sinarmas Investment Research 

Financial ratio compared to peers (2Q17) 

Source: Company Data, Sinarmas Investment Research 

Scenario analysis on cost plus margin mechanism 

Source: Company Data, Sinarmas Investment Research 

  Current Forecast Cost plus 15% margin Cost plus 20% margin Cost plus 25% margin 

(IDR bn) FY18e FY18e Change (%) FY18e Change (%) FY18e Change (%) 

Revenue              19,166,409     16,699,057  -12.9%        17,140,977  -10.6%        17,584,877  -8.3% 

Gross Profit                7,049,533        4,730,223  -32.9%          5,145,627  -27.0%          5,562,893  -21.1% 

Operating Profit                4,801,437        2,482,126  -48.3%          2,897,530  -39.7%          3,314,796  -31.0% 

Net Income                3,678,889        1,979,474  -46.2%          2,283,851  -37.9%          2,589,592  -29.6% 
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Income Statement (IDR bn) 2015 2016 2017E 2018F 2019F 

Revenue         13,845        14,059        18,620        19,166        19,066  

Cost of Revenue         (9,594)       (9,657)     (11,604)     (12,117)     (12,638) 

Gross Profit           4,251          4,401          7,016          7,050          6,428  

General & Administrative Expenses         (1,031)       (1,111)       (1,196)       (1,265)       (1,327) 

Selling and Marketing Expenses            (693)          (696)          (850)          (920)          (991) 

Other Income (Expense)              (59)            (64)            (64)            (64)            (64) 

EBIT           2,469          2,531          4,906          4,801          4,046  

EBITDA           2,963          2,968          5,373          5,309          4,595  

Net Financing              115                53                36                37                39  

Share in Net Loss of Associates & JV              134             150             166             183             199  

EBT           2,718          2,734          5,108          5,021          4,283  

Tax            (681)          (709)       (1,331)       (1,309)       (1,116) 

Non Controlling Interest                 (1)            (18)            (34)            (34)            (29) 

Net Profit for the Year           2,036          2,006          3,743          3,679          3,138  

Balance Sheet (IDR bn) 2015 2016 2017E 2018F 2019F 

Cash and Cash Equivalent           3,115          3,675          4,128          5,328          6,444  

Trade Receivables           1,596          2,285          3,057          3,178          3,193  

Inventories           1,233          1,102          1,442          1,505          1,519  

Other Current Assets           1,654          1,288          1,810          1,924          1,960  

Total Current Assets           7,598          8,350        10,436        11,935        13,116  

Deferred Development Expenditure           1,443          1,401          1,542          1,684          1,824  

Fixed Assets           5,579          6,088          6,679          7,216          7,688  

Other Non Current Assets           2,274          2,738          3,115          3,541          4,000  

Total Assets         16,894        18,577        21,773        24,377        26,627  

Accruals & Trade Payables           2,794          2,351          2,832          2,964          3,099  

Bank Loans           1,336          1,439          1,606          1,778          1,951  

Other Current Liabilities              793          1,253          1,524          1,612          1,659  

Total Current Liabilities           4,923          5,043          5,962          6,354          6,709  

Post Employment Benefits Obligation           1,873          2,141          2,269          2,392          2,508  

Other Non Current Liabilities              810             841             927          1,012          1,097  

Total Liabilities           7,606          8,024          9,158          9,758        10,313  

Share & APIC           1,183          1,183          1,183          1,183          1,183  

Treasury Shares         (2,302)       (2,302)       (2,302)       (2,302)       (2,302) 

Retained Earnings         10,192        11,366        13,388        15,351        17,003  

Non Controlling Interest              113             131             150             170             190  

Other Components of Equity              102             175             196             217             239  

Total Equity           9,288        10,552        12,615        14,619        16,313  

Total Equity & Liabilities         16,894        18,577        21,773        24,377        26,627  
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Cash Flow (IDR bn) 2015 2016 2017E 2018F 2019F 

Net Income           2,036          2,006          3,743          3,679          3,138  

Depreciation & Amortization              494             437             467             507             549  

Change in Working Capital              185           (338)          (899)            (96)            100  

Others            (203)            (53)            (73)            (75)            (77) 

Cash Flow from Operating           2,512          2,053          3,238          4,015          3,711  

Capital Expenditure         (1,990)          (835)          (947)          (933)          (910) 

Change in Long Term Assets            (165)          (459)          (320)          (359)          (385) 

Change in Long Term Liabilities              408             217             139             134             128  

Others -37 -22 -238 -244 -248 

Cash Flow from Investing         (1,783)       (1,098)       (1,366)       (1,403)       (1,414) 

Change in Share & APIC   -    -    -    -    -    

Change in Short Term Loans/Bonds                 58             266             186             189             191  

Change in Long Term Loans/Bonds            (292)               81                75                74                73  

Dividends Paid         (1,050)          (832)       (1,720)       (1,716)       (1,486) 

Others            (370)               91                40                41                42  

Cash Flow from Financing         (1,653)          (395)       (1,420)       (1,412)       (1,180) 

Change in Cash            (924)            559             453          1,200          1,116  

Beginning Cash           4,039          3,115          3,675          4,128          5,328  

Ending Cash           3,115          3,675          4,128          5,328          6,444  

Financial Ratio 2015 2016 2017E 2018F 2019F 

Profitability      

ROE 21.9% 19.0% 29.7% 25.2% 19.2% 

ROA 12.1% 10.8% 17.2% 15.1% 11.8% 

Gross Margin 30.7% 31.3% 37.7% 36.8% 33.7% 

Operating Margin 17.8% 18.0% 26.3% 25.1% 21.2% 

Net Profit Margin 21.4% 21.1% 28.9% 27.7% 24.1% 

Liquidity 14.7% 14.4% 20.3% 19.4% 16.6% 

Current Ratio                1.5               1.7               1.8               1.9               2.0  

Debt to Equity                0.8               0.8               0.7               0.7               0.6  

Debt to Assets                0.5               0.4               0.4               0.4               0.4  

Valuation      

Price to Earnings (PE)                5.1             14.4               8.9               9.9             12.6  

Price to Book (PBV)                1.2               3.1               3.1               2.9               2.7  

Key Assumptions 2015 2016 2017E 2018F 2019F 

Coal Price ($/ton)              58.9             65.7             75.0             70.0             65.0  

Average Selling Price Export ($/ton)              59.1             54.5             62.2             58.1             53.9  

Average Selling Price Domestic ($/ton)              49.7             48.9             55.9             52.2             48.4  

Cash Cost ($/ton)              38.1             36.6             39.2             36.6             34.6  



 

 

PT Adaro Energy Tbk. 

Seizing The Moment 

11 September 2017 

1H17 operational reviews. ADRO 1H17 operation result was slightly lower 
compared to last year with 1H17 coal production recorded at 25.13 Mt (-2.8% 
YoY) and sales volume recorded at 25.27 Mt (-6.9% YoY). The soft performance 
in 1H17 was mainly driven by heavy rainfall in Kalimantan which hinder 
company operation. However, if we take a look at the quarterly result, their 
operational performance shows a much stronger result in 2Q17 compared to 
1Q17 with coal production recorded at 13.27 Mt (+3.8% YoY, 11.9% QoQ) and 
sales volume recorded at 13.24 Mt (-3.1% YoY, +10.1% QoQ). Overall, ADRO 
total production and sales volume in 1H17 achieve 46.7% and 46.3% of our 
estimate respectively.   

Solid financial result in 2Q17. ADRO have displayed a strong financial result 
and operational performance in 2Q17. Revenue in 2Q17 was recorded at USD 
822,7 million (+39.6% YoY, +13.2% QoQ) while net income in 2Q17 was 
recorded at USD 138.9 million (+123.3% YoY, +26.3% QoQ). Meanwhile, gross 
margin in 2Q17 surge high to 38.3% (vs 25.2% in 2Q16) and net margin was 
16.9% in 2Q17 (vs 10.6% in 2Q16). Higher margin was supported by a higher 
ASP and a decline in cash cost. ASP for export in 2Q17 was recorded at USD 58.4 
per ton (+42.8% YoY, +2.1% QoQ) while ASP for domestic was recorded at USD 
56.5 per ton (+50.8% YoY, +3.3% QoQ). On the other hand, cash cost in 2Q17 
was recorded at USD 35.1 per ton (+13.4% YoY, -10.6% QoQ) which is lower 
than previous quarter. A lower cash cost in 2Q17 was supported by a lower 
stripping ratio compare to 1Q17. Stripping ratio in 2Q17 was recorded at 4.3 (-
6.9% QoQ). Overall, we see a solid superior financial result for ADRO in 2Q17.  

Vertical integration, three strong business pillar. We like ADRO business 
because their operations are vertically integrated. They have three strong 
business pillar which operate in coal mining production, coal mining service and 
logistic, and coal business power. In coal mining production, they have an annual 
production up to 52-54 Mt per annum. Meanwhile, for the coal mining service 
contractor, they have SIS which have an annual maximum capacity of 60 Mt per 
annum if fully utilize. Lastly, for the business power, they have two subsidiaries 
BPI and TPI which currently are still on construction with capacity power of 
2x1000 Mw and 2x100 Mw each respectively. We believe, going forward ADRO 
three strong business pillar will become a major force of growth and competitive 
advantage for the company. Taking everything into consideration, we 
reiterate our BUY recommendation on ADRO with end of FY18 TP to IDR 
2,200 reflecting a 10.3x PE for FY18F. The stock currently trades at 13.1x 
PE.  

Richard Suherman 
Research Associate 
+62 21 392 5550 ext. 610 
richard.suherman@sinarmassekuritas.co.id 

 

Stock Information  

Sector Coal Mining 

Bloomberg Ticker ADRO IJ 

Market Cap. (IDR tn) 58.37 

Share Out./Float (mn) 31,986/14,013 

Current Price IDR 1,885  

52-week Target Price IDR 2,200 

Upside (%) 16.7% 

 

Share Price Performance  

52W High (08/24/16) 1,995 

52W Low (09/14/16) 1,105 

52W Beta 0.31 

YTD Change (%) 7.67% 

 

Relative Valuations  

Trailing P/E 13.1x 

Forward P/E 8.8x 

P/BV 1.3x 

EV/EBITDA 4.8x 

BUY (TP: 2,200) 

Financial Highlights 2015 2016 2017E 2018F 2019F 

Revenue (USD mn)           2,684          2,524          3,195          3,127          3,050  

% growth -19.3% -6.0% 26.6% -2.1% -2.5% 

Gross Profit (USD mn)              543             685          1,096             953             814  

Net Profit (USD mn)              151             341             594             503             414  

% growth -17.7% 125.6% 74.2% -15.3% -17.5% 

Gross Margin (%) 20.2% 27.1% 34.3% 30.5% 26.7% 

Net Margin (%) 5.6% 13.5% 18.6% 16.1% 13.6% 

Return on Equity (%) 4.5% 8.8% 13.9% 10.8% 8.4% 

Return on Assets (%) 2.6% 5.1% 8.0% 6.7% 5.5% 

EPS (USD)           0.005          0.010          0.018          0.015          0.013  



 

 15 Coal Mining - ADRO | 11 September 2017 

Adaro Metcoal production on track, moving up toward second concession. 
Recently bought from BHP Bilion, AMC have 7 concession in total ranging from 
Central Kalimantan to East Kalimantan. AMC is one of mine asset in Indonesia 
that produce coking coal which is a raw material for making iron and steel. 
Coking coal itself have a much higher price than thermal coal and that’s the 
reason why it is a very valuable asset. ADRO recently start production in one of 
the concession called Haju Mine. As of 1H17, AMC have manage to produce 0.45 
Mt which achieve 45% of management target. ADRO expect coal production in 
FY17 to achieve 1 Mt. Currently, the company has not yet produce its coking coal 
but still a high grade thermal coal. However, going forward as the company are 
moving up toward the northern side, it will move closer to the coking coal mines. 
From the management information, next year production for AMC is expected to 
be around 1.5 Mt. Moreover, the management also inform that starting early in 
2019, the company will progress on toward the second concession called 
Maruawai. The company expect to spend around USD 1.3 billion of capital 
expenditure for the next 7 to 8 years for AMC. We believe going forward, with 
the improve production of AMC, it will give a brighter future for ADRO to help 
improve company’s margin. 

Diversification of market, focus more on Southeast Asia market. ADRO total 
sales in 1H17 was still dominated by export which contribute to 77% of 
company total sales. As of 1H17, Malaysia is the top destination for ADRO which 
contribute 14% of company’s total sales. Meanwhile, China and Japan comes in 
the second and third place which contribute 11% and 10% of company total 
sales respectively. Meanwhile, India who used to be the major destination for 
ADRO falls  into eight place which only contribute 6% of company total sales 
(16% in 1H16). We believe this is company strategy to shift their sales 
destination to Southeast Asia especially in Malaysia, Philippines and Indonesia 
where the market is still growing strong. However, we believe this year China 
market is still lucrative and will still become ADRO top market destination due to 
the tightening of supply in China. In 2Q17 alone, China is responsible of 19% of 
ADRO total sales which increase significantly compare to 1Q17 which only 
contribute 2% of company total sales. Moving forward to 3Q17, we believe China 
will still become the major contribution of company total sales.  

Power plant construction on track, strong domestic sales volume ahead. 
Currently, ADRO is engaged with two power plant project with the government 
namely BPI and TPI. Both of the power plant construction are on schedule with 
achievement project reach 67% for TPI and 27% for BPI at the end of 2Q17. TPI 
is expected to start operation on 2019 while BPI is expected to operate on 2020. 
We believe with the completion of both project, it will definitely boost company 
total sales to domestic market and reduce exposure toward global market. ADRO 
is expected to fulfill 1 Mt of coal per annum for TPI and 5 Mt of coal per annum 
for BPI. Therefore, there will be additional 6 Mt of demand in total (11.5% of 
ADRO FY16 production). In the future, the company will keep on being 
aggressive to look for other government power plant project.  

Margin to remain strong, volume to be higher. Going forward to 3Q17 and 
4Q17, we believe ADRO margin will remain strong. Based on management 
information, current pricing contract status use an average of last 3 month coal 
price. Hence, we expect ASP in 3Q17 will remain stable and even higher for 
4Q17. Meanwhile, for the cash cost, we expect it will slightly increasing due to 
the management is guiding stripping ratio to slightly increase in 2H17 to ramp 
up production. Overall, we expect ADRO margin to remain strong especially in 
the 4Q17. From the operation performance, we also expect ADRO production to 
keep increasing in 2H17 to catch up with management target of coal production 
this year. The management is guiding production for FY17 to be in the high end 
range of 52-54 Mt. Taking everything into consideration, we still remain 
optimistic for ADRO in the next quarters considering their strong operational 
and financial result for FY17 and positive outlook onward.  
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Source: Company Data, Sinarmas Investment Research 

Quarterly financial margin 

Sales breakdown 1H17 vs 1H16 

Source: Company Data, Sinarmas Investment Research 

Source: Company Data, Sinarmas Investment Research 
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Income Statement (USD mn) 2015 2016 2017E 2018F 2019F 

Revenue           2,684          2,524          3,195          3,127          3,050  

Cost of Revenue         (2,141)       (1,839)       (2,099)       (2,174)       (2,236) 

Gross Profit              543             685          1,096             953             814  

Operating Expense            (133)          (151)          (165)          (172)          (178) 

Other Income (Expense)              (78)               54                54                54                54  

EBIT              332             588             984             834             690  

EBITDA              639             934          1,334          1,200          1,069  

Net Financing              (49)            (41)            (37)            (34)            (31) 

Share in Net Loss of Associates & JV                 (3)               (0)                 5                  6                  6  

EBT              280             547             952             806             665  

Tax            (129)          (206)          (359)          (304)          (250) 

Non Controlling Interest                   1                (6)            (11)               (9)               (7) 

Net Profit for the Year              152             335             583             494             407  

Balance Sheet (USD mn) 2015 2016 2017E 2018F 2019F 

Cash and Cash Equivalent              702          1,077          1,417          1,522          1,613  

Trade Receivables              196             301             329             314             293  

Other Current Assets              194             215             310             280             250  

Total Current Assets           1,093          1,593          2,056          2,115          2,156  

Mining Properties           2,027          2,437          2,693          2,755          2,809  

Fixed Assets           1,467          1,544          1,540          1,517          1,478  

Other Non Current Assets           1,372             949             986             980             974  

Total Assets           5,959          6,522          7,275          7,367          7,416  

Trade Payables              196             208             237             246             253  

Bank Loans                 94             123             129             135             140  

Other Current Liabilities              164             314             470             420             370  

Total Current Liabilities              454             645             837             800             763  

Bank Loans           1,383          1,241          1,126          1,032             955  

Other Non Current Liabilities              768             851          1,106             973             844  

Total Liabilities           2,606          2,736          3,069          2,806          2,562  

Share & APIC           1,497          1,497          1,497          1,497          1,497  

Retained Earnings           1,387          1,628          2,047          2,402          2,694  

Non Controlling Interest              487             639             639             639             639  

Other Components of Equity              (19)               21                22                23                23  

Total Equity           3,353          3,786          4,206          4,561          4,854  

Total Equity & Liabilities           5,959          6,522          7,275          7,367          7,416  
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Cash Flow (USD mn) 2015 2016 2017E 2018F 2019F 

Net Income              152             335             583             494             407  

Depreciation & Amortization              307             347             350             366             379  

Change in Working Capital              (52)                 8                10                22                27  

Others                 (0)               33                 -                   -                   -    

Cash Flow from Operating              407             722             943             881             813  

Capital Expenditure              (86)          (866)          (603)          (405)          (393) 

Change in Long Term Assets                 55             422             (37)                 6                  6  

Change in Long Term Liabilities              (15)               83             255           (133)          (129) 

Cash Flow from Investing              (46)          (360)          (384)          (532)          (517) 

Change in Short Term Loans/Bonds            (132)               57                59             (13)            (13) 

Change in Long Term Loans/Bonds            (214)          (142)          (115)            (94)            (77) 

Dividends Paid              (75)            (94)          (164)          (139)          (114) 

Others                 18             192                  1                  1                  0  

Cash Flow from Financing            (403)               13           (219)          (245)          (204) 

Change in Cash              (43)            374             340             105                92  

Beginning Cash              745             702          1,077          1,417          1,522  

Ending Cash              702          1,077          1,417          1,522          1,613  

Financial Ratio 2015 2016 2017E 2018F 2019F 

Profitability      

ROE 4.5% 8.8% 13.9% 10.8% 8.4% 

ROA 2.6% 5.1% 8.0% 6.7% 5.5% 

Gross Margin 20.2% 27.1% 34.3% 30.5% 26.7% 

Operating Margin 12.4% 23.3% 30.8% 26.7% 22.6% 

EBITDA Margin 23.8% 37.0% 41.8% 38.4% 35.0% 

Net Profit Margin 5.6% 13.5% 18.6% 16.1% 13.6% 

Liquidity & Solvency      

Current Ratio                2.4               2.5               2.5               2.6               2.8  

Debt to Equity                0.8               0.7               0.7               0.6               0.5  

Debt to Assets                0.4               0.4               0.4               0.4               0.3  

Valuation      

Price to Earnings (PE)                7.8             12.0               8.3             10.3             13.3  

Price to Book (PBV)                0.4               1.1               1.2               1.1               1.1  

Key Assumptions 2015 2016 2017E 2018F 2019F 

Coal Price ($/ton)              58.9             65.7             75.0             70.0             65.0  

Average Selling Price Export ($/ton)              47.6             43.9             55.1             51.5             47.8  

Average Selling Price Domestic ($/ton)              44.4             41.9             54.2             50.6             47.0  

Cash Cost ($/ton)              37.5             31.6             35.7             35.4             34.8  

Stripping Ratio                5.2               4.4               4.9               4.9               4.9  



 

 

PT Indo Tambangraya Megah Tbk. 

The Ripple Effect: Softening Margin 

11 September 2017 

We initiate our coverage on PT Indo Tambangraya Megah Tbk (ITMG) with 
neutral rating and end of year FY18 target price of IDR 21,500 reflecting a 
11.6x PE for FY18. We give a neutral rating toward ITMG as we see a few of 
potential downside risk for ITMG due to lower production output, low reserve 
on coal and high cost of production compare to other peers in the industry. Low 
production output was mainly driven by a mine closure in FY15 and heavy 
rainfall in 1H17. Meanwhile, high cost of production was caused by company 
strategy to remove more overburden removal to maximize its remaining coal 
reserve. As a result, stripping ratio and mining cost also increases. Although 
there is an indication that ITMG will acquire a mining asset to increase its 
reserve, however such plan has not yet been realized. Hence, we remain neutral 
on ITMG considering  all of these factors.  

ITMG on a glance, 1Q17 reviews. Heavy rainfall in 1Q17 has impacted heavily 
toward ITMG coal production. 1Q17 production was recorded at 5.4 Mt (-12.9% 
YoY, -18.2% QoQ). Meanwhile, sales volume was recorded at 5.4 Mt (-21.7% YoY,  
-19.4% QoQ). Despite weak operational performance in 1Q17, the company still 
experience a surge increase in revenue which was mainly driven by the increase 
in coal price that boost company’s ASP. Revenue was recorded at USD 367.9 
million (+11.1% YoY, -10.1% QoQ) while net income was recorded at USD 57.2 
million (+148.3% YoY, -6.5% QoQ) which translate gross margin to 31.3% (vs 
21.0% in 1Q16) and net margin to 15.5% (vs 7.0% in 1Q16). Higher margin was 
driven by increase in ASP which was recorded at USD 68.1 per ton in 1Q17 
(+42.0% YoY, +11.6% QoQ). Meanwhile, cash cost was slightly increase to USD 
46.8 per ton (+11.1% YoY, +13.6% QoQ) due to increase in stripping ratio to 9.4x 
(+9.3% YoY, +27.0% QoQ).  

Heavy rainfall remains, sluggish production in 2Q17. ITMG 2Q17 coal 
production was lower than expected which was caused by heavy rainfall that 
still last until 2Q17. ITMG coal production in 2Q17 was recorded at 5.1 Mt (-
21.5% YoY, -5.6% QoQ) which was the lowest output since 2015. Meanwhile, 
ITMG manage to slightly maintain its sales volume in 2Q17 which was recorded 
at 5.5 Mt (-11.3% YoY, +1.9% QoQ). Overall, ITMG production and sales volume 
in 1H17 achieve 45.6% and 43.7% of our FY17 estimate respectively. Japan 
remain the main destination for ITMG sales which contributes 21% of ITMG total 
sales. Meanwhile, ITMG total sales to China have increased and contributes to 
21% of ITMG total sales in 1H17 supported by supply shortage in China. 
Following Japan and China, comes Indonesia and Thailand in third place which 
contribute to 12% of ITMG total sales each.  

Richard Suherman 
Research Associate 
+62 21 392 5550 ext. 610 
richard.suherman@sinarmassekuritas.co.id 

 

Stock Information  

Sector Coal Mining 

Bloomberg Ticker ITMG IJ 

Market Cap. (IDR tn) 21,98 

Share Out./Float (mn) 1,130/392 

Current Price IDR 19,650  

52-week Target Price IDR 21,500 

Upside (%) 9.4% 

 

Share Price Performance  

52W High (04/04/17) 22,300 

52W Low (09/14/16) 9,850 

52W Beta 0.31 

YTD Change (%) 15.3% 

 

Relative Valuations  

Trailing P/E 12.1x 

Forward P/E 10.4x 

P/BV 1.7x 

EV/EBITDA 3.2x 

Neutral (TP: 21,500) 

Financial Highlights 2015 2016 2017E 2018F 2019F 

Revenue (USD mn)         1,589          1,367          1,495          1,355          1,248  

% growth -18.2% -14.0% 9.4% -9.4% -7.9% 

Gross Profit (USD mn)            350             331             464             376             306  

Net Profit (USD mn)               63             131             211             153             105  

% growth -68.5% 107.1% 61.6% -27.7% -31.0% 

Gross Margin (%) 22.0% 24.2% 31.0% 27.8% 24.5% 

Net Margin (%) 4.0% 9.6% 14.1% 11.3% 8.4% 

Return on Equity (%) 7.6% 14.4% 22.4% 16.6% 11.7% 

Return on Assets (%) 5.4% 10.8% 16.7% 12.5% 8.9% 

EPS (USD)         0.056          0.116          0.187          0.135          0.093  
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Management target revision. Following a weak operation performance in 
1H17 in which production only achieve 41.2% of FY17 management target, the 
company have revised down their output production and sales volume target for 
this year. Production in FY17 is estimated to be 23.8 Mt (vs 25.5 Mt previously) 
while sales volume for FY17 is estimated at 25 Mt (vs 27 Mt previously). Overall, 
we see that the management is guiding for production to be declining by 7.0% 
YoY in FY17. We believe that ITMG production should be picking up in 2H17 
following a dryer season in the remaining quarter.  

Strong top-line growth but softening in margin. Even though ITMG have 
sluggish production in 2Q17, however, revenue keep on strengthening due to 
increase in ASP. Revenue in 2Q17 was recorded at USD 380.9 million (+36.8% 
YoY, +3.5% QoQ) which was backed up by an increase in ASP to USD 69.3 per ton 
(+54.3% YoY, +1.7% QoQ). Meanwhile, net income was slightly decline in 2Q17 
compare to 1Q17 which was recorded at USD 48.1 million (+257.7% YoY, -15.8% 
QoQ). Gross margin in 2Q17 stood at 25.6% (vs 31.3% in 1Q17) while net margin 
stood at 12.6% (vs 15.5% in 1Q17). Softening in margin was mainly driven by an 
increase in their stripping ratio which was recorded at 10.1x (+24.7% YoY, 
+7.4% QoQ). As a result, cash cost also experience a huge increase to USD 55.6 
per ton (+558.9% YoY, +18.6% QoQ). However, the company has already 
expecting the increase their stripping ratio this year as a plan to maximize its 
remaining coal reserve. Going forward, we believe stripping ratio will keep on 
increasing and margin will keep on tightening as cash cost will most likely to 
increase. Moreover, the company is expecting an increase in their stripping ratio 
in 3Q17 to be around 11x. Hence, we expect softening margin in the next quarter.  

Major coal sales contract status secured with fixed pricing. Following a 
reduction in management target sales FY17, the company have secured most of 
its coal sales contract this year. 89% of ITMG total sales target this year have 
been contracted (around 22.25 Mt). Meanwhile for the pricing status, 67% of 
ITMG total sales target FY17 have been fixed, 19% have been indexed while 3% 
have not yet been priced. We see this as a positive thing for ITMG as most of its 
coal contract have been sold and secured. Hence, there is less downside risk of 
ITMG not meeting with its sales target.  

Better production ahead. Going forward to 3Q17, the company expect 
production would be better following a dryer season in 2H17. The company 
expect production in 3Q17 would achieve 6.2 Mt which increase by 21.6% QoQ. 
Therefore, in total the company expect to achieve 70.2% of company’s total 
production target by the end of 3Q17. However, we see that it would be hard for 
the company to catch up the remaining target in the last quarter since it will 
required the company to produce at least 7.1 Mt in 4Q17. Moreover, since the 
mine closure in Kitadin Tandung Mayang in 2015, the company have not been 
able to produce coal above 7 Mt in a single quarter. Thus, we remain neutral on 
ITMG as we see a potential downside risk on their operation.  

Low coal reserve, potential of acquiring new mining assets. Currently ITMG 
has a low coal reserve in their mining asset. As for FY16, their reserve is 
recorded at 198.3 Mt meanwhile their annual production is above 20 Mt. 
Moreover, after closing their mines in Kitadin Td. Mayang in 2015, the company 
is also in progress of closing their mines in Jorong which is currently being 
reviewed by government for approval. It is predicted that the remaining mine 
reserve in Jorong will be depleted by 2019. Due to low coal reserve, the company 
production output has been decreasing overtime and their stripping ratio has 
been increasing to maximize its remaining reserve. However, their parent 
company Banpu is planning to acquire mining asset in Bharinto. We see that it is 
likely to happen considering their low remaining coal reserve and their plan to 
diversify its business to power plant sector. Nevertheless, we remain neutral in 
ITMG until we see a clearer plan on the acquisition of the new mine plan.  
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Source: Company Data, Sinarmas Investment Research 

Production and sales volume FY13-FY16 

Source: Company Data, Sinarmas Investment Research 

ITMG total coal reserve FY12-FY16 

Quarterly operational results 

Source: Company Data, Sinarmas Investment Research 

Source: Company Data, Sinarmas Investment Research 

Sales contract status (1H17) 

Source: Company Data, Sinarmas Investment Research 

Pricing status (1H17) 



 

 22 Coal Mining - ITMG | 11 September 2017 

 

Income Statement (USD mn) 2015 2016 2017E 2018F 2019F 

Revenue         1,589          1,367          1,495          1,355          1,248  

Cost of Revenue       (1,239)       (1,037)       (1,031)          (979)          (942) 

Gross Profit            350             331             464             376             306  

Selling Expense          (134)            (99)            (97)            (96)            (94) 

General & Administrative Expense            (23)            (23)            (41)            (40)            (41) 

Net Financing                 3                  1                  2                  2                  2  

Other Expense            (57)            (18)            (18)            (18)            (18) 

EBT            139             192             310             224             155  

EBITDA            283             307             406             318             250  

Tax            (76)            (61)            (99)            (72)            (49) 

Net Profit for the Year               63             131             211             153             105  

Balance Sheet (USD mn) 2015 2016 2017E 2018F 2019F 

Cash and Cash Equivalent            268             328             331             273             227  

Trade Receivables            112             125             137             124             114  

Other Current Assets            133                86                85                77                72  

Total Current Assets            512             539             553             475             413  

Fixed Assets            255             224             230             233             233  

Deferred Stripping Cost            126             110             110             109             108  

Deferred Exploration & Development               83                74                72                71                70  

Other Non Current Assets            202             263             299             332             363  

Total Assets         1,178          1,210          1,262          1,220          1,187  

Trade Payables            121                94                93                89                85  

Accrued Expense            131             117             117             111             107  

Other Current Liabilities               33                28                39                30                23  

Total Current Liabilities            284             239             249             230             215  

Provision for Mine Rehabilitation               20                22                24                25                26  

Other Non Current Liabilities               40                42                47                48                48  

Total Liabilities            344             302             320             302             289  

Share & APIC            393             393             393             393             393  

Retained Earnings            442             533             549             525             505  

Other Components of Equity               (1)            (18)                -                   -                   -    

Total Equity            835             907             942             918             898  

Total Equity & Liabilities         1,178          1,210          1,262          1,220          1,187  
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Cash Flow (USD mn) 2015 2016 2017E 2018F 2019F 

Net Income               63             131             211             153             105  

Depreciation & Amortization               89                99                80                78                79  

Change in Working Capital               19             (12)               (1)                 1                  1  

Others               (8)                 0                (1)               (1)               (1) 

Cash Flow from Operating            164             218             289             231             185  

Capital Expenditure                 3             (20)            (56)            (54)            (52) 

Change in Long Term Assets               37             (61)            (36)            (34)            (31) 

Change in Long Term Liabilities               15                  4                  7                  2                  2  

Others            (50)            (23)            (25)            (25)            (24) 

Cash Flow from Investing                 5           (100)          (110)          (111)          (106) 

Change in Share & APIC -    -    -    -    -    

Dividends Paid          (126)            (40)          (195)          (177)          (126) 

Others               (1)            (17)               18                 -                   -    

Cash Flow from Financing          (127)            (58)          (176)          (177)          (126) 

Change in Cash               42                60                  3             (58)            (47) 

Beginning Cash            226             268             328             331             273  

Ending Cash            268             328             331             273             227  

Financial Ratio 2015 2016 2017E 2018F 2019F 

Profitability      

ROE 7.6% 14.4% 22.4% 16.6% 11.7% 

ROA 5.4% 10.8% 16.7% 12.5% 8.9% 

Gross Margin 22.0% 24.2% 31.0% 27.8% 24.5% 

Operating Margin 8.8% 14.0% 20.8% 16.5% 12.4% 

EBITDA Margin 17.8% 22.5% 27.1% 23.5% 20.0% 

Net Profit Margin 4.0% 9.6% 14.1% 11.3% 8.4% 

Liquidity      

Current Ratio              1.8               2.3               2.2               2.1               1.9  

Solvency      

Debt to Equity              0.4               0.3               0.3               0.3               0.3  

Debt to Assets              0.3               0.2               0.3               0.2               0.2  

Valuation      

Price to Earnings (PE)              7.4             10.8               8.2             11.6             12.5  

Price to Book (PBV)              0.6               1.6               1.4               1.5               1.1  

Key Assumptions 2015 2016 2017E 2018F 2019F 

Coal Price ($/ton)            58.9             65.7             75.0             70.0             65.0  

Average Selling Price ($/ton)            56.4             51.0             60.0             56.0             52.0  

Cash Cost ($/ton)            43.5             40.5             44.8             44.5             44.7  

Stripping Ratio              8.5               8.1               9.0               8.7               8.5  



 

 

PT Harum Energy Tbk. 

Strong Balance Sheet 

11 September 2017 

We initiate our coverage on PT Harum Energy Tbk (HRUM) with ADD 
rating and end of year FY18 target price of IDR 2,600 reflecting a 11.3x PE 
for FY18. We give an add rating to HRUM as we see a potential positive outlook 
from the company due to recovery of coal price and company strategy to start 
increasing their production and also commencing operation in their subsidiaries 
mining companies namely Santan Batubara (SB), Tambang Batubara Harum 
(TBH), and Karya Usaha Pertiwi (KUP) in the near future. However, we also see a 
downside risk on HRUM considering there is a possibility of delay in 
commencing their subsidiaries operation and also a relatively high PE ratio 
compare to other peers in coal mining industry. Thus, we maintain an add rating 
for HRUM until there is a clearer plan as to when the subsidiaries will start 
operating their mines.  

HRUM in a nutshell, 1Q17 reviews. As coal price have rebounded from its 
lowest point in 2016, HRUM have started to increase it’s production output 
following the momentum of the rising coal price in 2017. Since 2012, we saw 
HRUM continuously reducing its production output (5 years of CAGR –22.97%) 
as part of the company strategy to face the worsening condition of coal mining 
industry. However, as coal price has rebounded, the company is starting to 
improve its production output. HRUM 1Q17 coal production was recorded at 1.2 
million tons (+71.4% YoY) while sales volume was recorded at 1.2 million tons 
(+33,3% YoY). As production output and coal price improve, so does their 
earnings. Revenue in 1Q17 was recorded at USD 78,7 million (+79,2% YoY) 
while net income was recorded at USD 15,1 million (+877,3% YoY) translating 
net margin to 19.2% (vs 3.5% in 1Q16). Higher margin was supported by an 
increase in ASP by 27.4% YoY to USD 61.6 per ton while cash cost increase 
slightly to USD 34 per ton (+2.2% YoY). Overall, we see a huge improvement in 
HRUM 1Q17 performance despite bad weather in Kalimantan that hinder 
operation for most of mining companies in Indonesia.  

Flat 2Q17 operation result. HRUM production for 2Q17 came at 1.1 Mt 
(+83.3% YoY, -8.3% QoQ). Flat QoQ production result on 2Q was hampered due 
to heavy rainfall that still last until 2Q in Kalimantan. Meanwhile, HRUM still 
manage to maintain and improve their sales volume in 2Q17 which was 
recorded at 1.3 Mt (+85.7% YoY, +8.3% QoQ). Overall, HRUM production and 
sales volume in 1H17 was recorded at 2.3 Mt and 2.6 Mt respectively which 
achieve 47.9% and 48.0% of our estimation for FY17. However, we expect the 
company to be able to ramp up their production in 2H17 and meet our FY17 
forecast as we are entering a dryer season in 2H17.  

Richard Suherman 
Research Associate 
+62 21 392 5550 ext. 610 
richard.suherman@sinarmassekuritas.co.id 

 

Stock Information  

Sector Coal Mining 

Bloomberg Ticker HRUM IJ 

Market Cap. (IDR tn) 6,27 

Share Out./Float (mn) 2,704/699 

Current Price IDR 2,270  

52-week Target Price IDR 2,600 

Upside (%) 14.5% 

 

Share Price Performance  

52W High (04/10/17) 2,880 

52W Low (09/14/16) 935 

52W Beta 0.45 

YTD Change (%) 8.41% 

 

Relative Valuations  

Trailing P/E 34.6x 

Forward P/E 10.8x 

P/BV 1.5x 

EV/EBITDA 4.3x 

ADD (TP: 2,600) 

Financial Highlights 2015 2016 2017E 2018F 2019F 

Revenue (USD mn)            249             217             336             368             409  

% growth -47.8% -12.9% 54.6% 9.6% 11.1% 

Gross Profit (USD mn)               46                68             115             124             131  

Net Profit (USD mn)            (19)               18                54                60                63  

% growth -829.0% -194.6% 199.7% 10.5% 6.4% 

Gross Margin (%) 18.4% 31.3% 34.3% 33.7% 32.1% 

Net Margin (%) -7.6% 8.3% 16.1% 16.2% 15.5% 

Return on Equity (%) -5.6% 3.8% 10.3% 10.9% 11.0% 

Return on Assets (%) -5.1% 3.2% 8.5% 8.9% 8.9% 

EPS (USD)       (0.007)         0.005          0.015          0.016          0.017  
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Strong financial result despite higher cost. HRUM recorded a strong financial 
result in 2Q17 with revenue recorded at USD 86,7 million (+138.3% YoY, 
+10.2% QoQ) while net income was recorded at USD 12,2 million (+216.6% YoY, 
-19.2% QoQ). Strong revenue growth in 2Q17 was mainly driven by higher ASP 
and an increase in sales volume. ASP in 2Q17 was recorded at USD 64.9 per ton 
(+31.5% YoY, +1.7% QoQ) while cash cost came at USD 37.4 per ton (+27.9% 
YoY, +5.8% QoQ) which is slightly higher compared to last quarter. Higher cash 
cost was impacted by a steep increase in stripping ratio which achieve 9.0x 
(+60.7% YoY, +13.9% QoQ) in 2Q17. Nonetheless, the sharp increase in stripping 
ratio has already been anticipated and in line with the management target for 
FY17 at 9.0x. In order to increase production and ramp up operation this year, 
the company’s mining contractor have to lift their overburden removal capacity 
by over 50%. Hence, stripping ratio and cash cost are targeted to be higher this 
year compared to last year. As a result, gross margin in 2Q17 stood at 30.3% (vs 
34.4% in 1Q17) while net margin stood at 14.1% (vs 19.2% in 1Q17).  

Diversification of market, low exposure on China. Entering 2017, HRUM has 
lower its exposure toward China market and shift their focus more toward Asia 
Pacific and Southeast Asia market. In FY16, China was responsible as the highest 
contributor of HRUM sales achieving 29% of company’s total sales. However, 
moving on to 1H17 result, company’s sales was dominated by Asia Pacific and 
Southeast Asia market where Malaysia, South Korea and Taiwan are now the 
major destination for HRUM which represented 30%, 27% and 16% of HRUM 
total sales respectively. Meanwhile, sales to China has dropped to only 9% of 
HRUM total sales as of 1H17. We see that the diversification from China to Asia 
Pacific and Southeast Asia market has bring more positive impact toward HRUM 
considering the high uncertainty of China market in the mid to long term.  

KUP progress are still on track. HRUM plan on opening up production in their 
KUP mine are still on track with initial development begin during the second half 
of the year. Land clearing is scheduled to start in the fourth quarter to provide 
necessary footprint for waste dump development and the required working 
space to open the first mining cut. The company is currently working on towards 
finalizing the terms and conditions with its preferred contract miner. Meanwhile, 
HRUM other coal assets remain on temporary suspension (TBH) and in care and 
maintenance (SBB).  

Strong balance sheet. HRUM maintain its strong position on balance sheet 
especially in their net cash position. As of 1H17, HRUM remains debt free with its 
cash position stand on USD 247.6 million which represented 56.7% of HRUM 
total asset. We see this as a positive and favorable situation for HRUM as the 
company will have enough cash if the company decided to pay dividend or 
increase its capital expenditure in the future. HRUM also has the highest current 
ratio (5.15 vs 2.38 Avg) and lowest debt to equity ratio (0.17 vs 0.52 Avg) 
compared to its peers in coal mining industry.  

3Q17 operation outlook. HRUM expect coal production in 3Q17 to be in similar 
level with current quarter operation at approximately 1.1 Mt. Moreover, 
management also expect overburden removal to be remain at the same current 
level. Thus, stripping ratio will more likely to be flat at or near 8.9x. Meanwhile, 
the company also expect cash cost to increase slightly in 3Q17 as the average 
overburden removal hauling distance from the production to the waste dumps 
to increase by 200 m throughout the third quarter. Furthermore, the company 
also has already sold and priced most of its third quarter production at similar 
terms with the previous quarter. Hence, we will probably see a similar financial 
result of 3Q17 with 2Q17. Overall, we still see an upside potential from HRUM 
this year considering the increase in coal price and the company’s production 
output which will be higher in the upcoming future.  
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Source: Company Data, Sinarmas Investment Research 

5 year operation results 

Source: Company Data, Sinarmas Investment Research 

Quarterly operation results  

Sales breakdown 1H17 vs FY16 

Source: Company Data, Sinarmas Investment Research 

Liquidity and solvency ratio (1H17) 

Source: Company Data, Sinarmas Investment Research 
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Income Statement (USD mn) 2015 2016 2017E 2018F 2019F 

Revenue            249             217             336             368             409  

Cost of Revenue          (203)          (149)          (221)          (244)          (278) 

Gross Profit               46                68             115             124             131  

Selling Expense            (23)            (16)            (20)            (22)            (24) 

General & Administrative Expense            (22)            (20)            (21)            (21)            (21) 

Net Financing                 1                  1                  1                  1                  1  

Other Income (Expense)            (20)               (4)               (4)               (3)               (3) 

EBT            (18)               29                72                79                84  

EBITDA               (6)               41                84                92                97  

Tax               (1)            (11)            (18)            (20)            (21) 

Non Controlling Interest               (0)               (5)            (14)            (15)            (16) 

Net Profit for the Year            (19)               13                40                44                47  

Balance Sheet (USD mn) 2015 2016 2017E 2018F 2019F 

Cash and Cash Equivalent            196             231             286             315             346  

Trade Receivables               10                24                24                26                29  

Other Current Assets               19                13                19                21                24  

Total Current Assets            225             268             330             363             398  

Fixed Assets               98                89                81                73                65  

Deferred Exploration & Development               31                35                38                41                45  

Other Non Current Assets               25                21                22                21                21  

Total Assets            381             413             470             498             529  

Trade Payables               24                35                52                58                66  

Other Current Liabilities                 8                17                25                28                30  

Total Current Liabilities               33                53                78                86                96  

Total Non Current Liabilities                 5                  5                  5                  6                  6  

Total Liabilities               37                58                83                92             103  

Share & APIC            142             142             142             142             142  

Retained Earnings            135             148             180             200             219  

Non Controlling Interest               71                73                73                73                73  

Other Components of Equity               (4)               (8)               (8)               (8)               (8) 

Total Equity            343             355             387             407             427  

Total Equity & Liabilities            381             413             470             498             529  
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Cash Flow (USD mn) 2015 2016 2017E 2018F 2019F 

Net Income            (19)               13                40                44                47  

Depreciation & Amortization               10                10                10                10                10  

Change in Working Capital                 4                13                19                  4                  6  

Others                 1                  2                (1)               (0)               (0) 

Cash Flow from Operating               (5)               38                67                58                62  

Change in Deferred Development               (5)               (5)               (5)               (5)               (5) 

Change in Long Term Assets                 4                  1                  1                  1                  0  

Change in Long Term Liabilities                 1                  0                  0                  0                  0  

Cash Flow from Investing               (0)               (3)               (3)               (4)               (4) 

Change in Share & APIC                -                   -                   -                   -                   -    

Dividends Paid               (0)                -                  (8)            (25)            (27) 

Others                 1                (1)                -                   -                   -    

Cash Flow from Financing                 1                (1)               (8)            (25)            (27) 

Change in Cash               (4)               34                56                29                31  

Beginning Cash            201             196             231             286             315  

Ending Cash            197             230             287             316             346  

Financial Ratio 2015 2016 2017E 2018F 2019F 

Profitability      

ROE -5.6% 3.8% 10.3% 10.9% 11.0% 

ROA -5.1% 3.2% 8.5% 8.9% 8.9% 

Gross Margin 0.2% 14.9% 22.2% 22.1% 21.0% 

Operating Margin -7.6% 8.3% 16.1% 16.2% 15.5% 

EBITDA Margin -2.2% 19.0% 25.1% 25.0% 23.8% 

Net Profit Margin -7.6% 8.3% 16.1% 16.2% 15.5% 

Liquidity      

Current Ratio              6.9               5.1               4.2               4.2               4.1  

Solvency      

Debt to Equity              0.1               0.2               0.2               0.2               0.2  

Debt to Assets              0.1               0.1               0.2               0.2               0.2  

Valuation      

Price to Earnings (PE)            (6.9)            32.2             12.3             12.0             12.5  

Price to Book (PBV)              0.4               1.2               1.3               1.4               1.5  

Key Assumptions 2015 2016 2017E 2018F 2019F 

Coal Price ($/ton)            58.9             65.7             75.0             70.0             65.0  

Average Selling Price ($/ton)            54.2             54.3             62.0             57.9             53.7  

Cash Cost ($/ton)            38.2             30.0             35.8             34.4             33.4  

Stripping Ratio              7.6               6.2               8.9               8.9               8.9  

Overburden Removal (mn tonnes)            27.4             19.8             42.7             52.6             64.4  



 

 

PT Delta Dunia Makmur Tbk. 

The Dark Horse 

11 September 2017 

We initiate our coverage on PT Delta Dunia Makmur Tbk (DOID) with BUY 
rating and end of year FY18 target price of IDR 1,450 reflecting a 10.0x PE 
for FY18. We give a buy rating to DOID because we see a positive outlook for the 
company considering improving condition of domestic coal industry, better 
pricing contract and new contract growth for the company. Going forward, we 
see there are still a lot of potential in coal industry in Indonesia. Moreover, with 
the stabilization and increase of coal price, it also give better pricing for the 
company. Overall, we remain optimistic with the performance of the company 
for the remainder of the year and ahead. 

1H17 operational performance review. Despite heavy rainfall in 1H17, DOID 
still able to record overburden removal at 166.3 Mbcm in 1H17 (+24.9% YoY) 
while coal production was recorded at 20.1 Mt (+29.7% YoY). However, those 
results only achieve 43.8% and 42.3% of company’s FY17 target for OB removal 
and coal production respectively. If we take a look at the quarterly result, DOID 
have a declining performance in their operation. DOID OB removal in 1Q17 was 
recorded at 83.2 Mbcm (-2.0% QoQ) while in 2Q17 was recorded at 83.1 Mbcm 
(-0.1% QoQ). Meanwhile, for the coal production, DOID manage to produce 10.2 
Mt in 1Q17 (-1.0% QoQ) and 9.9 Mt in 2Q17 (-2.9% QoQ). Declining operational 
performance was mainly driven by heavy rainfall that disrupt DOID operation. 
However, production should be improving in second half of this year due to 
improving weather conditions as well as the current progress of ramp-up 
process.  

Unfavorable decision on tax receivables drag downs earnings in 2Q17. 
DOID manage to record a strong revenue growth in 2Q17 which was recorded at 
USD 179,3 million (+35.5% YoY, -1.1% QoQ). Strong top line growth is supported 
by higher production output and better pricing in 2Q17 compared to last year. 
However, DOID experience a surprising net loss in 2Q17 which was recorded at 
USD 15.1 million. The unexpected loss in 2Q17 was due to an unfavorable 
decision by the Supreme Court on an old outstanding tax receivable cases 
amounted to USD 32.6 million which can not be collected. Hence, it has been 
provisioned and regarded as an expense in compliance to accounting standard. 
However, important note here is that those expense does not affect company’s 
cash flow since the company has previously settled the tax liabilities. 
Historically, the company manage to recover all of its tax receivables. Therefore, 
going forward, we should not experience any of these losses again. If we put 
aside the one-off expense, we see the company still could record a net profit of 
USD 17.5 million (+252.2% YoY, -26.2% QoQ) in 2Q17.   

Richard Suherman 
Research Associate 
+62 21 392 5550 ext. 610 
richard.suherman@sinarmassekuritas.co.id 

 

Stock Information  

Sector Coal Mining 

Bloomberg Ticker DOID IJ 

Market Cap. (IDR tn) 8.17 

Share Out./Float (mn) 8,506/4,510 

Current Price IDR 945  

52-week Target Price IDR 1,450 

Upside (%) 53.4% 

 

Share Price Performance  

52W High (04/17/17) 1,200 

52W Low (09/14/16) 210 

52W Beta 1.3 

YTD Change (%) 88,2% 

 

Relative Valuations  

Trailing P/E 16.3x 

Forward P/E 6.8x 

P/BV 4.4x 

EV/EBITDA 4.2x 

BUY (TP: 1,450) 

Financial Highlights 2015 2016 2017E 2018F 2019F 

Revenue (USD mn)            249             217             336             368             409  

% growth -47.8% -12.9% 54.6% 9.6% 11.1% 

Gross Profit (USD mn)               46                68             115             124             131  

Net Profit (USD mn)            (19)               18                54                60                63  

% growth -829.0% -194.6% 199.7% 10.5% 6.4% 

Gross Margin (%) 18.4% 31.3% 34.3% 33.7% 32.1% 

Net Margin (%) -7.6% 8.3% 16.1% 16.2% 15.5% 

Return on Equity (%) -5.6% 3.8% 10.3% 10.9% 11.0% 

Return on Assets (%) -5.1% 3.2% 8.5% 8.9% 8.9% 

EPS (USD)       (0.007)         0.005          0.015          0.016          0.017  
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3-tier pricing method. DOID have been enjoying a surge increase in coal price 
thanks to the 3-tier pricing method. The company has started on using 3-tier 
pricing method since 2016-2017 in which the mining fee will be following coal 
price index. The 3 tier pricing option are as follow: 1) Tier 1: average 3 months 
coal price index below USD 65 per ton then average blended tariff will be 
discounted by 6%. 2) Tier 2: average 3 months coal price index in range of USD 
65-75 per ton then the average blended tariff will be normal. 3) Tier 3: average 3 
months coal price index above USD 75 per ton then average blended tariff will be 
6% more premium. The rate will be adjusted every month using the last 3 
months of average coal price. So far, 70% of DOID revenue have been using 3-tier 
pricing method. Moreover, since beginning of the year, due to huge increase in 
coal price, DOID have been able to give a tier 3 tariff to their client. Going 
forward, we believe coal price will keep on stabilizing above USD 75 per ton until 
the end of 2017. Hence, we expect DOID will keep on enjoying the tier 3 tariff 
until at least the end of this year.  

New contract with Pada Idi. DOID recently signed a new contract with Pada Idi 
as their mining contractor. The contract is worth more than USD 385 million or 
around IDR 5 trillion. Through the newly signed contract, DOID will be receiving 
additional 200 Mbcm and 15 Mt coal production until 2025. DOID is expecting to 
start production in 4Q17. The management side is also guiding that production 
in the year ahead would be 25 Mbcm and 3 Mt per year and it would be finished 
in just 5 years. We believe this newly contract is very positive for DOID as we see 
a big potential relationship ahead with Pada Idi. We also receive an information 
from the management that Pada Idi mine has not been fully explored yet. Hence, 
there are still a lot of potential reserve with the mine asset. Going forward, we 
see that DOID could potentially have a long term relationship with Pada Idi and 
receive more longer contract with them.  

Ramping-up progress, volume to be higher ahead. Following a weak 
operation performance in 1H17, we believe production should be stronger in the 
next quarters considering a much improved weather conditions in 2H17. 
Moreover, the company have been progressing their ramp-up process in 1H17 
by investing a lot of machinery and human resources, so production should be 
picking up in 2H17. The company have targeted capital expenditure this year to 
be around USD 150 million and so far in 1H17, the company have used USD 91 
million to buy machinery and heavy equipment. We could see the impact of the 
ramp up progress and good weather condition in July 17 where OB removal was 
recorded at 31.0 Mbcm (+23.0%YoY, +17.4% MoM) and coal production was 
recorded at 3.6 Mt (+28.6% YoY, +20.0% MoM). Overall, since Jan-Jul 17 the 
company have achieved 51.9% of FY17 OB removal target. Going forward, we 
believe production should keep on improving supported by higher utilization 
rate and heavy capital expenditure to meet with the increase of contracted 
volume.  

Stronger margin going forward. DOID gross margin in 2Q17 was recorded at 
26.8% (vs 29.9% in 1Q17) while net margin was recorded minus due to net loss 
in 2Q17. Meanwhile, EBITDA margin was recorded at 31.2% (vs 38.3% in 1Q17) 
if we put aside the tax receivable provision. Softer margin in 2Q17 was mainly 
driven by an increase in the spare part and maintenance cost as the company has 
just recently acquired several used machinery from Australia due to a long 
queue for buying a new machine. Hence, the used machine need to go through 
the maintenance procedures before it can be fully utilized. However, moving 
forward to 3Q17, we believe the company margin will keep on strengthening. 
Stronger margin will be supported by a stable coal price above the tier 3 pricing 
as well as a higher productivity and utilization rate for the machinery 
considering an improve weather condition which will resulted in higher volume 
of production. Overall, we remain optimistic with the operational performance of 
the company ahead. 
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Source: Company Data, Sinarmas Investment Research 

Quarterly operation results 

Source: Company Data, Sinarmas Investment Research 

Quarterly financial ratio  

Revenue contribution (FY16) 

Source: Company Data, Sinarmas Investment Research 

 

Tier 3 pricing (2016-2017) 

Source: Bloomberg, Sinarmas Investment Research 

Debt to equity ratio 

Source: Company Data, Sinarmas Investment Research 
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Income Statement (USD mn) 2015 2016 2017E 2018F 2019F 

Revenue              566             611             775             794             845  

Cost of Revenue            (440)          (447)          (535)          (545)          (565) 

Gross Profit              126             164             240             249             280  

Operating Expense              (38)            (42)            (51)            (52)            (56) 

Other Income (Expense)              (50)               (9)            (45)            (13)            (14) 

EBIT                 38             113             144             184             210  

EBITDA              108             155             227             267             293  

Net Financing              (44)            (52)            (51)            (49)            (49) 

EBT                 (6)               61                93             135             161  

Tax                 (3)            (24)            (34)            (47)            (54) 

Non Controlling Interest                 (0)               (0)                -                   -                   -    

Net Profit for the Year                 (8)               37                59                87             108  

Balance Sheet (USD mn) 2015 2016 2017E 2018F 2019F 

Cash and Cash Equivalent                 71                67                64                79             101  

Trade Receivables              138             144             167             171             182  

Other Current Assets              100                88             105             109             116  

Total Current Assets              308             299             335             359             399  

Fixed Assets              379             406             454             485             519  

Claim for Tax Refund              106             121                77                79                84  

Other Non Current Assets                 38                56                46                48                51  

Total Assets              832             882             912             971          1,053  

Trade Payables                 26                80                95                97             101  

Current Maturities of LT debt                 50             106                77                76                76  

Other Current Liabilities                 26                34                42                46                49  

Total Current Liabilities              103             219             215             220             226  

Bank Loans              560             407             378             354             334  

Other Non Current Liabilities                 85             130             145             159             173  

Total Liabilities              747             756             738             733             733  

Share & APIC              177             178             178             178             178  

Retained Earnings              (91)            (54)               (7)               57             138  

Non Controlling Interest                   0                  0                  0                  0                  0  

Other Components of Equity                 (1)                 3                  3                  3                  4  

Total Equity                 85             126             174             239             320  

Total Equity & Liabilities              832             882             912             971          1,053  
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Cash Flow (USD mn) 2015 2016 2017E 2018F 2019F 

Net Income                 (8)               37                59                87             108  

Depreciation & Amortization                 71                42                83                83                83  

Change in Working Capital              (17)               66             (15)               (2)            (11) 

Others                   1                (1)               (2)               (0)               (1) 

Cash Flow from Operating                 46             144             124             168             179  

Capital Expenditure              (23)            (69)          (130)          (115)          (117) 

Change in Long Term Assets                 31             (31)               56                (4)               (7) 

Change in Long Term Liabilities                   6                  5                  5                  6                  6  

Cash Flow from Investing                 14             (95)            (69)          (113)          (119) 

Change in Share & APIC       0  1  -    -    -    

Change in Short Term Loans/Bonds              (18)               56             (28)               (1)                 0  

Change in Long Term Loans/Bonds              (48)          (113)            (19)            (16)            (12) 

Dividends Paid                 (6)               (0)            (11)            (23)            (26) 

Others                   8                  4                  0                  0                  0  

Cash Flow from Financing              (64)            (53)            (58)            (40)            (38) 

Change in Cash                 (4)               (4)               (3)               15                22  

Beginning Cash                 75                71                67                64                79  

Ending Cash                 71                67                64                79             101  

Financial Ratio 2015 2016 2017E 2018F 2019F 

Profitability      

ROE -9.8% 29.3% 33.7% 36.6% 33.6% 

ROA -1.0% 4.2% 6.4% 9.0% 10.2% 

Gross Margin 22.2% 26.8% 31.0% 31.4% 33.1% 

Operating Margin 6.7% 18.5% 18.6% 23.2% 24.9% 

EBITDA Margin 19.2% 25.4% 29.2% 33.7% 34.7% 

Net Profit Margin -1.5% 6.1% 7.6% 11.0% 12.7% 

Liquidity      

Current Ratio                3.0               1.4               1.6               1.6               1.8  

Solvency      

Debt to Equity                8.8               6.0               4.2               3.1               2.3  

Debt to Assets                0.9               0.9               0.8               0.8               0.7  

Valuation      

Price to Earnings (PE)           (37.3)            28.2             10.6             10.0               8.1  

Price to Book (PBV)                3.6               8.3               3.6               3.7               2.7  

Key Assumptions 2015 2016 2017E 2018F 2019F 

Coal Price ($/ton)              58.9             65.7             75.0             70.0             65.0  

Average Blended Tariff ($/Mbcm)              2.08             2.04             2.14             2.06             2.03  

Stripping Ratio                8.2               8.5               8.4               8.2               8.0  
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SINARMAS SEKURITAS INVESTMENT RATINGS GUIDE 
 
BUY: Share price may rise by more than 15% over the next 12 months. 
ADD: Share price may range between 10% to 15% over the next 12 months. 
NEUTRAL: Share price may range between –10% to +10% over the next 12 months. 
REDUCE: Share price may range between –10% to –15% over the next 12 months. 
SELL: Share price may fall by more than 15% over the next 12 months. 
 
 
 
DISCLAIMER  
 
This report has been prepared by PT Sinarmas Sekuritas, an affiliate of Sinarmas Group.  
 
This material is: (i) created based on information that we consider reliable, but we do not represent that it is accurate or 
complete, and it should not be relied upon as such; (ii) for your private information, and we are not soliciting any action 
based upon it; (iii) not to be construed as an offer to sell or a solicitation of an offer to buy any security. 
 
Opinions expressed are current opinions as of original publication date appearing on this material and the information, in-
cluding the opinions contained herein, is subjected to change without notice. The analysis contained herein is based on nu-
merous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the 
preparation of this publication may interact with trading desk personnel, sales personnel and other constituencies for the 
purpose of gathering, integrating and interpreting market information. Research will initiate, update and cease coverage 
solely at the discretion of Sinarmas Research department. If and as applicable, Sinarmas Sekuritas’ investment banking rela-
tionships, investment banking and non-investment banking compensation and securities ownership, if any, are specified in 
disclaimers and related disclosures in this report. In addition, other members of Sinarmas Group may from time to time per-
form investment banking or other services (including acting as advisor, manager or lender) for, or solicit investment bank-
ing or other business from companies under our research coverage. Further, the Sinarmas Group, and/or its officers, direc-
tors and employees, including persons, without limitation, involved in the preparation or issuance of this material may, to 
the extent permitted by law and/or regulation, have long or short positions in, and buy or sell, the securities (including own-
ership by Sinarmas Group), or derivatives (including options) thereof, of companies under our coverage, or related securi-
ties or derivatives. In addition, the Sinarmas Group, including Sinarmas Sekuritas, may act as market maker and principal, 
willing to buy and sell certain of the securities of companies under our coverage. Further, the Sinarmas Group may buy and 
sell certain of the securities of companies under our coverage, as agent for its clients. 
 
Investors should consider this report as only a single factor in making their investment decision and, as such, the report 
should not be viewed as identifying or suggesting all risks, direct or indirect, that may be associated with any investment 
decision. Recipients should not regard this report as substitute for exercise of their own judgment. Past performance is not 
necessarily a guide to future performance. The value of any investments may go down as well as up and you may not get 
back the full amount invested. 
 
Sinarmas Sekuritas specifically prohibits the redistribution of this material in whole or in part without the written permis-
sion of Sinarmas Sekuritas and Sinarmas Sekuritas accepts no liability whatsoever for the actions of third parties in this re-
spect. If publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guar-
anteed to be secure or error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, 
or contain viruses. The sender therefore does not accept liability for any errors or omissions in the contents of this publica-
tion, which may arise as a result of electronic transmission. If verification is required, please request a hard-copy version. 
 
Additional information is available upon request. 
 
Images may depict objects or elements which are protected by third party copyright, trademarks and other intellectual 
properties.  
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