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FY17 results. In 4Q17, TLKM booked a revenue of IDR 31.25 tn (+3.7%
YoY, -5.2% QoQ), bringing FY17 total revenue to IDR 128.26 tn (+10.2%
YoY). Weak 4Q17 result was due to the decline in legacy revenue and fierce
competition in data market. Revenue from legacy in 4Q17 (voice + SMS)
went down by 16.7% YoY, 7.2% QoQ, while revenue from internet and
data increased by 36.4% YoY, 11.3% QoQ. Despite the increase on internet
and data revenue, data yield has declined by 39.9% YoY, 10.6% QoQ. On
the cost side, operation and maintenance as well as marketing expense
increased by 24.2% YoY and 23.1% YoY respectively. Overall, EBITDA and
net margin in 4Q17 fell to 46.6% and 13.5% (vs 51.0% and 17.6% in
3Q17) due to higher cost coupled with additional one-off expense
amounted to IDR ~1.8 tn, based on management information.

Competition remains tough. As anticipated, competition in data market
remained tough throughout 4Q17, shown by lower data yield at IDR 14.58
per MB (-10.6% QoQ). We expect competition to remain tough in 1H18
resulting in lower data yield and higher marketing expense for TLKM.
However, competition should ease and data pricing should become more
rational entering 2H18 as SIM registration deadline has already passed.

FY18 expectation. Despite fierce competition in data market, the
management keep on their optimistic view for FY18 outlook. The revenue
growth for Telkom group is expected to stand at middle to high single digit,
while EBITDA margin could fall as much as 1-2% due to the transformation
toward digital business. Meanwhile, on the non cellular business, Indihome
new subscriber is expected to grow by ~1.5 mn subs or around 50% YoY,
which should give additional growth for TLKM. On another note, we also
think volume traffic growth this year should be able to offset the decline in
legacy revenue and lower data yield trend. Nevertheless, we might expect
a weaker result in 1H18 due to high level of competition and a better result
in the second half of the year.

Attractive valuation, reiterate BUY call on TLKM with FY18 target
price at IDR 4,500 derived via EV/EBITDA multiples at 7.0x (3 years
average). Currently, TLKM is trading at 6.2x forward FY18 EV/EBITDA, -
1.4SD below 3 years average. We think that rising competition and data
yield downfall has been priced in by the market. Looking ahead, we see
easing competition in 2H18 and high data traffic growth on the back of
rising consumption will become an attractive turnaround story for TLKM.
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Highlights (IDR Tn) 2016 2017 2018F 2019F 2020F

Revenue 116.3 128.3 138.6 149.0 158.3

% growth 14% 10% 8% 7% 6%

Gross Profit 59.5 64.6 68.4 74.7 79.6

Net Profit 19.4 22.1 23.5 26.0 27.8

% growth 25% 14% 6% 11% 7%

Gross Margin (%) 51% 50% 49% 50% 50%

Net Margin (%) 17% 17% 17% 17% 18%

Return on Equity (%) 18% 20% 19% 19% 19%

Return on Assets (%) 11% 11% 11% 12% 12%

EPS 192.0 219.7 232.7 257.8 275.5

Stock Information

Sector Telecommunication

Bloomberg Ticker TLKM IJ

Market Cap. (IDR tn) 368.9

Share Out./Float (mn) 100,800/49,192

Current Price IDR 3,660

52-week Target Price IDR 4,500

Upside (%) 23.0%

Share Price Performance

52W High (08/02/17) 4,840

52W Low (03/23/18) 3,520

52W Beta 1.11

YTD Change (%) -17.6%

Relative Valuations

Trailing P/E 16.3x

Forward P/E 15.7x

P/BV 3.9x

EV/EBITDA 6.1x



Income Statement Cash Flow

Balance Sheet Ratio Analysis and Key Assumptions
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(IDR Tn) 2016 2017 2018F 2019F 2020F

Cash & equivalents 29.8 25.1 29.9 41.3 47.8

Trade receivables 7.9 9.6 10.3 11.1 11.8

Other CA 10.0 12.9 14.2 15.3 16.6

Total current assets 47.7 47.6 54.4 67.7 76.2

PPE 114.5 130.2 132.5 133.6 134.6

Other LT Assets 17.4 20.8 18.8 19.4 20.7

Total Assets 179.6 198.5 205.7 220.8 231.4

Trade payables 13.7 15.8 16.8 17.7 18.8

ST loans 5.4 7.5 2.1 7.5 8.0

Other CL 20.6 22.1 24.1 25.8 27.4
Total Current Liabili-
ties 39.8 45.4 43.0 51.0 54.1

LT loans 26.4 28.0 28.0 22.7 17.1

Other 7.9 13.0 11.6 12.6 13.6

Total Liabilities 74.1 86.4 82.6 86.3 84.8

Share & APIC 10.0 10.0 10.0 10.0 10.0

Retained Earnings 76.6 84.9 94.9 105.3 116.4

NCI 21.2 19.4 20.4 21.4 22.5

Other (2.2) (2.2) (2.2) (2.2) (2.2)

Total Equity 105.5 112.1 123.1 134.5 146.7
Total Equity & Li-
abilities 179.6 198.5 205.7 220.8 231.4

2016 2017 2018F 2019F 2020F

Profitability

ROE 18% 20% 19% 19% 19%

ROA 11% 11% 11% 12% 12%

Operating Margin 34% 34% 33% 34% 34%

EBITDA Margin 51% 50% 49% 50% 50%

Net Profit Margin 17% 17% 17% 17% 18%

Liquidity

Current Ratio 1.2 1.0 1.3 1.3 1.4

Solvency

Debt to Equity 0.2 0.2 0.2 0.2 0.1

Debt to Assets 0.1 0.1 0.1 0.1 0.1

Valuation

Price to Earning (PE) 23.7 20.7 19.5 17.6 16.5

Price to Book (PBV) 4.3 4.1 3.7 3.4 3.1

EV/EBITDA 7.1 6.2 5.9 5.4 5.1

Key Assumptions

Cellular Subs (Mn) 173.9 196.3 211.2 222.0 233.4

Indihome Subs (Mn) 1.6 3.0 4.3 5.4 6.8
Data/Subs/month
(GB) 1.0 1.7 2.7 3.6 4.1

Price/data (IDR/MB) 29.5 17.5 11.9 9.5 8.1

(IDR Tn) 2016 2017 2018F 2019F 2020F

Revenue 116.3 128.3 138.6 149.0 158.3

% growth 14% 10% 8% 7% 6%

Operation exp (31.3) (36.6) (41.6) (44.8 (47.3

Dep & amo exp (18.5 (20.4 (21.3) (22.8) (24.7)

Personnel exp (13.6) (13.5) (14.4) (15.7) (17.0)

Interconnection exp (3.2) (3.0) (2.4) (2.1) (1.8)

G&A exp (4.6) (5.3) (5.7) (6.1) (6.6)

Marketing exp (4.1) (5.3) (6.2) (5.7) (6.0)

Other exp (0.5) (1.8) (0.2) (0.7) (0.7)

Operating Profit 39.2 43.9 46.4 51.2 54.1

Profit or loss from JV 0.1 0.1 0.1 0.1 0.1

EBIT 39.3 44.0 46.5 51.3 54.2

EBITDA 59.5 64.6 68.4 74.7 79.6

% growth 16% 9% 6% 9% 6%

Finance income/cost (1.1) (1.3) (1.1) (1.1) (0.5)

EBT 38.2 42.7 45.3 50.2 53.7

Tax (9.0) (10.0) (10.6) (11.7) (12.5)

NCI (9.8) (10.6) (11.3) (12.5) (13.4)

Net Profit 19.4 22.1 23.5 26.0 27.8

% growth 25% 14% 6% 11% 7%

(IDR Tn) 2016 2017 2018F 2019F 2020F

Net Income 19.4 22.1 23.5 26.0 27.8

Depreciation 4.6 3.5 19.9 21.2 22.8

Amortization 1.1 1.0 1.4 1.6 1.9

Chg. in NWC 5.2 (0.9) 0.9 0.7 0.7

CF from Operating 30.3 25.7 45.6 49.4 53.2

Capital Expenditure (15.4) (19.2) (22.2) (22.4) (23.8)

Chg. in LT Assets (3.9) (4.3) 0.6 (2.2) (3.2)

Chg. In Intg. asset 0.8 5.1 (1.4) 0.9 1.0

Chg in LT Liabilities (18.6) (18.4) (23.0) (23.6) (25.9)

CF from Investing 2.0 0.0 0.0 0.0 0.0

Chg. in Share & APIC 1.0 2.1 (5.4) 5.4 0.5

Chg. in ST Loans (3.8) 1.6 0.0 (5.3) (5.6)

Chg. in LT Loans (13.2) (13.3) (14.1) (15.6) (16.7)

Dividends Paid 4.0 (1.7) 1.0 1.0 1.1

CF from Financing (10.0) (11.3) (18.5) (14.5) (20.7)

Change in Cash 1.7 (4.0) 4.2 11.4 6.5

Beginning Cash 28.1 29.8 25.7 29.9 41.3

Ending Cash 29.8 25.7 29.9 41.3 47.8



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 accu-
rate or complete, and it should not be relied upon as such; (ii) for your private information, and we are not solicit-
ing any action based upon it; (iii) not to be construed as an offer to sell or a solicitation of an offer to buy any secu-
rity.

Opinions expressed are current opinions as of original publication date appearing on this material and the informa-
tion, including the opinions contained herein, is subjected to change without notice. The analysis contained herein is
based on numerous 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 relationships, investment banking and non-investment banking compensa-
tion 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 perform investment banking or other services (including
acting as advisor, manager or lender) for, or solicit investment banking or other business from companies under our
research coverage. Further, the Sinarmas Group, and/or its officers, directors 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 ownership by Sinarmas
Group), or derivatives (including options) thereof, of companies under our coverage, or related securities or deriva-
tives. In addition, the Sinarmas Group, including Sinarmas Sekuritas, may act as market maker and principal, will-
ing 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
permission of Sinarmas Sekuritas and Sinarmas Sekuritas accepts no liability whatsoever for the actions of third
parties in this respect. If publication has been distributed by electronic transmission, such as e-mail, then such
transmission cannot be guaranteed 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 publication, 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 intellec-
tual properties.
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