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PT	 Telekomunikasi	 Indonesia	 (Persero)	 Tbk	 is	 a	
telecommunication	 company	 that	 provides	 a	
variety	 of	 domestic	 telecommunication	 services	
such	 as	 telephone,	 telex,	 telegram,	 satellite,	 and	
leased	 line	 services.	 The	 company	 also	 offers	
electronic	 mail,	 mobile	 communication,	 and	
cellular	phone	services.	

We	 initiate	coverage	on	PT	Telekomunikasi	 Indonesia	 (Persero)	Tbk	
(TLKM)	 as	BUY	with	52‐week	 target	price	of	 IDR	3,895,	deriving	 via	
DCF	 valuation	 with	 10.7%	WACC	 and	 3.0%	 terminal	 growth,	 which	
represents	2016E	EV/EBITDA	of	7.62x.	The	company	is	currently	trading	
at	22.5x	P/E	and	7.07x	EV/EBITDA.	With	resilient	market	share	of	45%	as	of	
September	 2015,	 Telkom	 will	 continue	 to	 enjoy	 strong	 earnings	 growth	
driven	 by	 3G/4G	 modernization	 (development	 in	 3G	 alone	 is	 not	 fully	
completed	 in	 some	 areas	 and	 still	 offers	 potential	 room	 for	 growth),	 and	
increasing	data	pricing	as	another	booster	to	the	top	line.	

Accelerating	 smartphone	 penetrations	 will	 strengthen	 company’s	
earnings.	Data,	Internet,	and	IT	Services,	which	contributes		~30%	of	total	
revenue,	will	continue	to	be	the	driving	factor	when	it	comes	to	growth	as	
Cellular	 Voice	 starts	 to	 mature	 and	 other	 business	 lines	 have	 smaller	
contributions.	According	to	research	from	IDC,	worldwide	shipment	volume	
has	 shifted	 from	 premium	 brands	 to	 low	 costs,	 and	 will	 continue	 to	 for	
longer	 time,	which	will	 cause	ASP	 to	decline	by	4.3%	per	year	until	2019.	
Penetrations	from	low	cost	smartphones	will	strengthen	Telkom’s	earnings,	
especially	with	 Indonesian	market	more	 aware	 of	 gadgets	 and	 technology	
than	ever	before,	consolidated	data	consumption	will	continue	to	rise.	

Strong	balance	sheet	has	made	TLKM	a	darling	stock	to	collect.	One	of	
the	 biggest	 problems	 in	 Telco	 industry	 is	 that	 it	 requires	 high	 capex	 to	
maintain	market	share.	In	September	2015,	TLKM’s	gearing	ratio	was	as	low	
as	0.26x,	the	lowest	in	ASEAN	Telco.	Comparing	to	its	domestic	peers,	ISAT	
and	EXCL	have	their	gearing	ratios	at	1.87x	and	1.98x	respectively.	All	in	all,	
given	that	3G/4G	modernization	is	inevitable	and	will	continue	to	persist	at	
least	 in	 the	 foreseeable	 future,	Telkom	has	 the	advantage	as	other	players	
are	highly	leveraged	and	face	bottleneck	in	3G/4G	modernization.	

We	rate	TLKM	as	BUY	with	52‐week	 target	price	of	 IDR	3,895,	which	
represents	a	potential	upside	of	18.0%	and	2016E	EV/EBITDA	of	7.62x,	
slight	re‐rating	from	current	EV/EBITDA	of	7.07x.	

Source:	Bloomberg,	Sinarmas	Investment	Research	

Initiating	Coverage	

Share	Price	Performance

Price	(IDR) 3,300

52‐Week	High	(02/05/16) 3,510

52‐Week	Low	(09/29/15) 2,485

52‐Week	Beta 0.82

YTD	Change/% 195.00/6.7%

Stock	Information

Market	Cap	(IDR) 335,160	Bn

Shares	Out/Float	(IDR) 100.8	Bn/49.2	Bn

IPO 11/14/1995

Source:	Bloomberg,	Sinarmas	Investment	Research	

Highlights	(IDR	Bn) 2013 2014 2015E 2016F 2017F

Revenue 82,967 89,696 102,412 116,914 135,008

%	growth 8.1% 14.2% 14.2% 15.5%

EBITDA 41,776 45,844 49,441 56,124 66,048

%	growth 9.7% 7.8% 13.5% 17.7%

Net	Profit 20,290 21,446 22,109 25,134 30,133

%	growth 5.7% 3.1% 13.7% 19.9%

ROE 25.3% 22.8% 20.6% 20.3% 20.7%

ROA 11.9% 10.9% 9.7% 9.2% 9.1%

EV/EBITDA 5.68 6.79 7.00 7.62 7.62

P/E	Ratio 14.6 19.1 20.8 24.3 23.7

Source:	Company	Data,	Sinarmas	Investment	Research	
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Company	Background	

PT	 Telekomunikasi	 Indonesia	 (Persero)	 Tbk	 (TLKM),	 which	 commonly	 abbreviated	 as	 Telkom,	 is	 one	 of	 the	 world’s	 oldest	
telecommunication	companies	and	is	currently	the	largest	telecommunication	services	company	in	Indonesia.	In	November	14,	1995,	
Telkom	was	listed	in	Indonesia	Stock	Exchange	(Ticker:	TLKM)	with	IPO	price	of	IDR	2,050	per	share	(IPO	price	has	not	incorporated	
1:2	and	1:5	stock	splits	that	were	done	in	September	2004	and	August	2013).	Another	 important	note,	the	company	is	also	 listed	in	
New	 York	 Stock	 Exchange	 with	 Ticker	 ID	 of	 TLK.	 Engaged	 in	 a	 broad	 range	 of	 businesses	 that	 consist	 of	 telecommunication,	
information,	media,	 edutainment,	 and	 services,	Telkom	 is	 the	 largest	 telecommunication	 services	 company	by	market	 capitalization	
and	number	of	subscribers.	Market	capitalization	has	 folded	almost	seventeen	times	to	current	~IDR	333	Tn	from	when	 it	was	 irst	
publicly	listed.	

Source:	Company	Presentation	

Company	&	Shareholder	Organization	Structure	

February 16th, 2016 
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Company	Business	Structure	

Source:	Company	Presentation	
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Supportive	Catalysts	and	Key	Risks	to	Valuation	

Supportive	Catalysts:	

 Increasing	Data	Pricing—Indonesia’s	 Telco	 is	 still	 behind	 if	 compared	 to	
other	 countries,	 thus	 room	 for	ASP	 increase	 is	 still	 large	 and	 far	 from	 the	
saturation	point.	We	view	Data,	Internet,	and	IT	services	will	be	the	driving	
factor	for	the	company’s	top	line.	

 Superior	Balance	Sheet—Strong	 cash	 position	 coupled	 with	 low	 gearing	
ratio	 gives	 TLKM	 a	 huge	 advantage	 compared	 to	 its	 competitors,	 as	 Telco	
industry	requires	high	capex	to	maintain	market	share.	

 3G/4G	Modernization—Due	to	big	capex	in	Telco	industry,	we	view	TLKM	
will	 advance	 better	 than	 its	 competitors	 when	 it	 comes	 to	 3G/4G	
modernization.	ISAT	and	EXCL	have	their	gearing	ratios	at	1.87x	and	1.98x	
respectively,	while	TLKM	only	at	0.26x.		

 Further	 Penetration	 From	 Low	 Cost	 Smartphones—Growing	 low	 cost	
smartphones	 will	 continue	 to	 bene it	 Telco	 industry	 as	 it	 accelerates	 the	
number	of	smartphone	users.		

 Biggest	Market	Share	in	Indonesia	Telco	Industry—Thanks	to	the	strong	
brand	 name	 of	 Telkomsel,	 TLKM	 has	 been	 able	 to	 secure	 its	 position	 as	
leading	player	in	Indonesia	Telco	industry	with	a	market	share	of	45%	as	of	
September	2015.	

Key	Risks:	

 EV/EBITDA—EV/EBITDA	 is	 still	 relatively	 cheap	 with	 current	 valuation	
due	 to	 continuing	 growth	 in	 EBITDA,	 which	 TLKM	 outperforms	 its	 peers.	
Although	once	it	matures,	we	view	there	will	be	a	re‐rating	in	EV/EBITDA.	
Our	 52‐week	 target	 price	 represents	 slight	 EV/EBITDA	 re‐rating	 from	
current	 7.18x	 to	 7.62x.	 Historically	 speaking,	 Telkom’s	 EV/EBITDA	 has	
never	been	above	7.0x	before.	

 The	Trend	of	Declining	ARPU	 in	Voice	 and	 Fixed	 Line—We	 view	 that	
ARPU	in	voice	and	 ixed	line	will	continue	to	decline	as	the	industry	matures.	
Meanwhile,	 the	 only	 driver	 left	 for	 Voice	 and	 Fixed	 Line	 is	 through	
increasing	volume	or	number	of	subscribers.	

February 16th, 2016 
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Investment	Theses	

 Increasing	Data	Pricing—Indonesia’	Telco	is	still	behind	if	compared	
to	other	countries,	thus	room	for	ASP	increase	is	still	large	and	far	from	
the	saturation	point.	We	view	Data,	Internet,	and	IT	services	will	be	the	
driving	factor	when	for	the	company’s	top	line.		

Going	further	into	the	company’s	segmentation	revenue,	there	are	three	
lines	that	have	signi icant	contribution	to	Telkom’s	revenue;	(i)	Cellular	
Voice,	 (ii)	 Data,	 Internet,	 and	 IT	 services,	 and	 (iii)	 SMS.	 Those	 three	
segments	contribute	more	than	80%	of	the	company’s	total	revenue.		

While	increase	in	subscribers	will	bene it	Telkom’s	three	main	business	
lines,	 growth	 in	 data	 pricing	 could	 provide	 a	 further	 upside	 to	 the	
company’s	 data	 business,	 which	 as	 of	 September	 2015	 contributes	
31.0%	of	total	revenue.		

Source:	Company	Data,	Sinarmas	Investment	Research	

Source:	Company	Data,	Sinarmas	Investment	Research	

February 16th, 2016 

There  are  three  lines  that  have  significant 

contribu on  to  Telkom’s  revenue  with  total 

contribu on  of  more  than  80%;  (i)  Cellular 

Voice,  (ii)  Data,  Internet,  and  IT  services,  and 

(iii)  SMS. As of 9M15, each of  these  segments 

grew  by  9.5%  YoY,  34.7%  YoY,  and  8.1%  YoY 

respec vely, while  consolidated  revenue  grew 

by 15.0% YoY. 

As  cellular  voice  and  SMS  already  matured, 

ARPU  will  remain  fla sh.  Nevertheless,  data 

pricing will  remain  strong at  least  for  the next 

five  years, with  diminishing  growth  over  each 

year. This will be  the biggest driver  to TLKM’s 

revenue. 
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On	our	valuation,	we	view	data	pricing	will	increase	for	the	next	 ive	
years	 but	 with	 diminishing	 growth	 over	 each	 year.	 By	 2020,	 we	
forecast	data	pricing	to	be	more	steady	and	to	remain	 lattish	along	
with	cellular	voice	and	SMS.	Taking	subscriber	growth	and	ARPU	into	
account,	 we	 project	 revenue	 per	 segment	 will	 tilt	 with	 biggest	
contribution	held	by	Data,	Internet,	and	IT	services.	

Source:	Company	Data,	Sinarmas	Investment	Research	

 Superior	 Balance	 Sheet—Strong	 cash	 position	 coupled	 with	 low	
gearing	ratio	gives	TLKM	a	huge	advantage	compared	to	its	competitors,	
as	Telco	industry	requires	high	capex	to	maintain	market	share.	

	 As	of	9M15,	TLKM	reported	IDR	26.3	Tn	in	cash	and	equivalents,	and	D/
E	 ratio	 at	 0.26x.	 Meanwhile,	 with	 the	 cash	 low	 that	 the	 company	
generates,	Debt/EBITDA	stood	at	0.09x,	the	lowest	in	Telco	industry.	

	 Other	than	the	ability	to	increase	data	pricing,	we	view	TLKM’s	balance	
sheet	as	one	of	the	strongest	traits	that	makes	the	company	deserves	a	
higher	valuation	of	7.62x	EV/EBITDA	by	year‐end.		

Source:	Company	Data,	Bloomberg,	Sinarmas	Investment	Research	

February 16th, 2016 

Given  the  increase  in  subscribers  and  data 

pricing, we  view  by  2020  the  biggest  revenue 

contribu on will be held by Data, Internet, & IT 

services. 

Compared  to  both  domes c  and  regional 

players, TLKM has a superior balance sheet with 

9M15 D/E of 0.26x and 9M15 Debt/EBITDA of 

0.09x.  Meanwhile,  with  con nuing  growth  in 

TLKM’s  EBITDA,  EV/EBITDA will  look  rela vely 

cheap for a company with that size. 
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 3G/4G	Modernization—Due	 to	 big	 capex	 in	 Telco	 industry,	we	 view	
TLKM	will	advance	better	than	its	competitors	when	it	comes	to	3G/4G	
modernization.	As	shown	in	the	table	above,	ISAT	and	EXCL	have	their	
gearing	 ratios	 at	 1.87x	 and	 1.98x	 respectively,	 while	 TLKM	 only	 at	
0.26x.		

Driven	 by	 3G/4G	 modernization,	 Telkom	 still	 has	 an	 ability	 to	 gain	
market	 share	 due	 to	 other	 companies	 being	 highly	 leveraged.	 3G/4G	
will	 require	 high	 capex	 as	 Telco	 company	 needs	 to	 add	 BTS	 to	
strengthen	 the	 coverage.	 Indonesian	 Telco	 still	 has	 a	 long	 way	 to	 go	
from	being	a	sunset	industry,	given	that	development	in	3G	alone	is	not	
fully	completed.	Take	Papua	for	example,	Telco	companies	still	have	2G	
in	 the	area.	Thus,	 the	growth	opportunity	 for	 Indonesian	Telco	 is	 still	
huge	given	the	circumstances.	

Source:	Company	Data,	Sinarmas	Investment	Research	

 Further	 Penetration	 From	 Low	 Cost	 Smartphones—Growing	 Low	
Cost	 Smartphones	 will	 continue	 to	 bene it	 Telco	 industry	 as	 it	
accelerates	the	number	of	smartphone	users.	

Source:	IDC	Worldwide	Quarterly	Mobile	Phone	Tracker,	January	27,	2016	

February 16th, 2016 

In  terms  of  3G/4G  moderniza on,  TLKM  will 

con nue  to  enjoy  strong  earnings  growth  and 

Indonesia  Telco  is  s ll  far  from  being  called 

sunset industry, considering development in 3G 

alone is not fully completed. 

While premium devices s ll control the biggest 

market  share,  low  cost  smartphones  grew 

faster as demand for cheap smartphone surged. 
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IDC	 forecasts	 that	 ASP	 for	 smartphone	will	 decline	 at	 a	 rate	 of	 4.3%	
each	year	until	2019.	The	penetration	from	low	cost	smartphones	will	
be	 another	 booster	 for	 Telkom	 as	 it	 will	 make	 smartphones	 more	
affordable	and	increase	data	subscribers.	At	the	same	time,	subscribers	
could	 spend	 more	 on	 data	 consumption	 with	 smartphones	 being	
cheaper.	 On	 the	 table	 above,	 we	 can	 see	 that	 while	 there	 still	 a	
considerable	 desire	 for	 premium	 smartphones,	 low	 cost	 smartphones	
are	the	driving	factor	when	it	comes	to	growth.	We	view	this	thesis	also	
applies	to	emerging	market,	including	Indonesia.	

Source:	IDC,	Sinarmas	Investment	Research	

 Biggest	Market	 Share	 in	 Indonesia	Telco	 Industry—Thanks	 to	 the	
strong	 brand	 name	 of	 Telkomsel,	 TLKM	 has	 been	 able	 to	 secure	 its	
position	 as	 leading	 player	 in	 Indonesia	 Telco	 industry	 with	 a	 market	
share	of	45%	as	of	September	2015.		

	 We	view	consolidation	in	the	industry	is	bound	to	happen	in	the	future	
and	would	further	bene it	TLKM,	ISAT,	and	EXCL	As	for	now,	ISAT	and	
EXCL	are	at	22%	and	14%	of	market	share	respectively.	

Source:	GSMA	Intelligence,	Sinarmas	Investment	Research	

February 16th, 2016 

IDC  forecasts  that  ASP  for  smartphone  will 

decline at a rate of 4.3% each year un l 2019. 

Thanks to the strong brand name of Telkomsel, 

TLKM  has  been  able  to  secure  its  posi on  as 

leading player in Indonesia Telco with a market 

share  of  45%, while  ISAT  and  EXCL  have  their 

market share at 22% and 14% respec vely. 
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Valuations	and	Forecasts	

Source:	Company	Data,	Sinarmas	Investment	Research	

February 16th, 2016 

Balance	Sheet	(IDR	Bn) 2013 2014 2015E 2016F 2017F

Cash 14,696 17,672 19,801 22,393 25,872

Account	Receivables 6,026 6,465 7,382 8,427 9,731

Inventory 509 474 452 451 462

Other	Current	Assets 11,844 9,151 9,151 9,151 9,151

Fixed	Assets 86,761 94,809 106,111 119,070 133,686

Other	Non‐Current	Assets 8,115 12,324 12,324 12,324 12,324

Total	Assets 127,951 140,895 155,221 171,816 191,227

Short‐Term	Borrowings 11,600 11,830 13,695 15,703 17,712

Account	Payables 5,264 5,211 6,062 6,341 6,834

Other	Current	Liabilities 11,573 14,745 18,786 23,935 30,496

Long‐Term	Borrowings 14,731 15,743 18,225 20,898 23,570

Other	Non‐Current	Liabilities 7,359 7,241 7,241 7,241 7,241

Total	Liabilities 50,527 54,770 64,009 74,118 85,853

Total	Equity 77,424 86,125 91,211 97,698 105,375

Income	Statement	(IDR	Bn) 2013 2014 2015E 2016F 2017F

Revenue 82,967 89,696 102,412 116,914 135,008

Operating	Expense 41,191 43,852 52,971 60,790 68,960

Depreciation	and	Amortization 15,780 17,131 19,960 22,398 25,147

Operating	Profit 25,996 28,713 29,481 33,726 40,901

EBITDA 41,776 45,844 49,441 56,124 66,048

Financing	Income 836 1,238 1,479 1,417 1,232

Financing	Expense 1,504 1,814 1,934 2,056 2,336

Income	Before	Tax	Expense 27,149 28,784 29,673 33,734 40,444

Tax	Expense 6,859 7,338 7,565 8,600 10,310

Net	Income 20,290 21,446 22,109 25,134 30,133

Business	Segment	Contributions 2013 2014 2015E 2016F 2017F

Cellular	Voice 38.7% 38.2% 36.7% 33.5% 30.8%

Data,	Internet,	and	IT	services 23.2% 26.3% 31.0% 38.0% 44.0%

SMS 15.8% 15.6% 14.8% 13.1% 11.9%

Fixed	Line	Voice 11.7% 9.9% 8.3% 6.7% 5.4%

Interconnection 5.8% 5.2% 4.4% 4.1% 3.7%

Network 1.5% 1.4% 1.8% 1.7% 1.6%

Other 3.2% 3.3% 3.1% 2.9% 2.7%

Ratios 2013 2014 2015E 2016F 2017F

ROE 25.3% 22.8% 20.6% 20.3% 20.7%

ROA 11.9% 10.9% 9.7% 9.2% 9.1%

EV/EBITDA 5.68 6.79 7.00 7.62 7.62
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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, 
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 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 
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 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 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. 
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