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FMC as the Key to Prosperity

BUY (Maintain

( ) TLKM's stake in TSEL increases to 70%. TLKM had signed a Conditional Spin-off
Target Price (IDR) 5,100 (from 5,000) Agreement with TSEL on 6 Apr 2023 regarding the spin-off of Indihome (valued at
Potential Upside (%) 18.1 ~IDR 58.3 trillion) to TSEL. After the integration, Singtel will exercise its right to take

~4.5% of TSEL’s new shares for ~IDR 2.7 trillion, while TSEL will issue ~33 thousand
new shares for TLKM, which will boost TLKM's stake in TSEL to ~69.9% (current:
65%) while Singtel's stake will decline to ~30.1% (current: ~35%). We believe the
transaction will boost TLKM's enterprise value by ~IDR 5.7tn. The final decision
regarding the spin-off will be made at TLKM GMS on 30 May 2023.

Price Comparison
Cons. Target Price (IDR) 4,930
SSl vs. Cons. (%) 103.5

Stock Inf i
tock Information Impact on profitability. We believe the Indihome spin-off will increase TSEL's

Last Price (IDR) 4320 ERITDA by ~+9-10% in 2023-2025F with an EBITDA margin of ~47%, while its impact
Shares Issued (Mn) 99,062 on TLKM's EPS might be relatively insignificant. However, in the long run, we believe
Market Cap. (IDR Bn) 426,958 TLKM's FMC strategy (including the Indihome spin-off) will positively impact TLKM's
e L IBE] LR overall blended ARPU and reduce its churn rate, given TSEL's (~IDR 44k) and
3M Avg. Daily Value (IDR Bn) 314.5 Indihome's (~IDR 268k) blended ARPU figures and their position as market leaders
s e e ) in their respective industries. The company estimates that the synergies established
Shareholder Structure: with the FMC strategy will boost its revenue by ~IDR 5.6tn and EBITDA by ~IDR 5.3tn

Indonesian Govt. (%) 52.1 in 2027F.

Public (%) 47.9

BUY on TLKM. In light of the potential spike in its enterprise value following its
corporate actions, we decided to reiterate our BUY rating on TLKM and raise our TP

to IDR 5,100/share (previously: IDR 5,000/share), implying 8.1x 2023F EV-to-EBITDA.
(%) YTD m 3m 12m We believe that TLKM’s corporate actions and initiatives will provide added value
Absolute 14.9 7.5 11.7 (6.9) and positively impact the company's profitability in the long term. Risk: tighter
JCl Return (0.8) 0.5 2.5 (5.8) competition.
Relative 15.7 7.0 9.1 (1.1)
6,000 500
450
4,000 W v Y/EDec (IDR Bn) 19A 20A 21A 22A 23F
3,000 250 Revenue (IDR Bn) 135.567 136.462 143.210 147.306 152.070
2,000 *o  EBITDA (IDR Bn) 64.832 72080 75723 78992 81618
1,000 100 Net Profit (IDR Bn) 18.663 20.804 24.760 20.753 31.106
= . U Y, EPS(IDR) 188 210 250 209 314
Apr-22 Jun-22 Aug-22 Oct-22 Dec-22 Feb-23 Apr232  EPS Growth (%) 3,5%  11,5%  19,0%  -162%  49,9%
volume (RHS) === tast Price ®  BVPS (IDR) 1183,6 12203 14678 15068 16913
BVPS Growth (%) 0,0% 3,1% 20,3% 2,7% 12,3%
PT Telkom Indonesia Tbk is the largest P/E Ratio (x) 22,9 20,6 17,3 20,6 13,8
telecommunications and network provider in Indonesia. P/BV (x) 3,6 3,5 2,9 2,9 2,6
It is a state-owned enterprise, the company offers fixed-
line telephony, mobile communication, broadband EV/EBITDA (x) 9,5 83 7,5 7,0 7,0
internet, data communication, and other network- ROAE (%) 15,9 17,5 18,6 14,1 19,6
related services. ROAA (%) 8,7 8,9 9,4 7,5 11,2
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Table 1. Peers Comparison

Company Market PER (x) EV/EBITDA (x) PBV (x) ROE (%)

Ticker Cap (IDR Bn) 2023F 2024F 2023F 2024F 2023F 2024F 2023F 2024F
SINGAPORE TELECO 457.8 18.2 15.7 12.7 12.2 14 14 7.9 9.0
STARHUB LTD 19.7 15.2 124 6.1 5.5 32 3.0 22.6 25.5
AXIATA GROUP BER 93.2 20.9 193 59 5.6 1.1 11 4.8 5.6
DIGI.COM BHD 174.1 28.4 25.7 121 11.8 39 5.1 10.8 431
MAXIS BHD 108.8 22.9 219 10.3 10.1 51 5.2 21.8 22.8
TELEKOM MALAYSIA 63.7 143 14.0 4.9 4.9 2.1 2.0 15.4 14.0
PLDTINC 733 9.5 9.4 5.1 4.9 2.0 1.9 23.2 22.0
GLOBE TELECOM 70.0 13.3 11.8 6.4 6.2 1.8 1.7 15.5 14.7
ADVANCED INFO 272.8 21.8 19.9 7.9 7.5 6.9 6.6 324 339
TOTAL ACCESS COM 123.1 373 314 21.7 22.5 5.6 5.5 13.7 17.6
TELKOM INDONESIA 425.0 153 14.2 5.6 53 3.1 29 204 209
PT XL AXIATA TBK 23.7 16.7 13.1 4.1 3.8 0.8 0.8 5.7 6.4
INDOSAT TBK PT 534 17.9 13.1 4.6 4.3 1.8 1.6 8.3 10.5

19.9 17.8 9.4 9.1 33 33 16.5 20.2

Source: Bloomberg, SSI Research

Figure 1. TLKM’s Data traffic (in petabytes) Figure 2. TLKM’s Profitability margin
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Figure 3. TLKM’s EBIT, EBITDA, NP margin Figure 4. TLKM ARPU vs Data yield
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Figure 5. TLKM Subscriber count (in mns) Figure 6. Fixed broadband penetration rates in ASEAN countries (2021)
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Source: Company, SSi research Source: McKinsey Analysis, Oxford Economies, Analysis Mason, SSI research

Figure 7. Cellular Spend as a % of GDP (2021) Figure 8. TLKM’s 5 Year EV/EBITDA band
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