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HOLD (Maintain) Earnings Downgrade Due to Soft Prices
Target Price (IDR) 5,000 (from 5,900) We decided to tone down our earnings forecast for 2023F, as we expect INCO to book

lower earnings in 4Q23 than in 3Q23 due to the lower-than-expected nickel prices.
We also fine-tuned our nickel price assumption for 2024F to USD 18,500 per ton
(Previously: USD 21k per ton), as we believe global nickel prices will remain under
Price Comparison pressure. We maintain our HOLD rating on INCO with a TP of IDR 5,000 per share.

Potential Upside (%) 7.8

Cons. Target Price (IDR) 6,257 Expect lower earnings in 4Q23. INCO posted a net profit of USD 53mn (-25.3% QoQ;

Sl vs. Cons. (%) 799 +193.2% YoY) in 3Q23, translating into a cumulative net profit of USD 221mn (+31.3%
YoY) in 9M23, in line with ours and above the consensus (73.2% and 82.0%). The QoQ
decline in 3Q23 was mainly caused by the drop in ASP of -9.8% QoQ, even though sales
volume grew by +4.6% QoQ. Regarding its full-year performance, we decided to tone

Stock Information

Last Price (IDR) 4640 4own our 2023F earnings forecast, as we expect INCO to book lower earnings in 4023

Shares Issued (Mn) 9,936 than in 3Q23, considering the fact that as of Nov.10, LME nickel prices had dropped by

Market Cap. (IDR Bn) 46,105 —13.2% from its 3Q23 level; thus, we project INCO’" ASP to drop to USD 14k/ton (-11.0%
. QoQ) in 4Q23. As a result, we project INCO’s 4Q23 revenue to decline to USD 257mn (-

52-Weeks High/Low (IDR 7,750/4,480

ecks High/Low (IDR) /750/4, 7.9% QoQ) despite higher production level (+3.4%).

3M Avg. Daily Value (IDR Bn) 51.6

Free Float (%) 20.6 Fine-tuned our earnings forecast. We fine-tuned our nickel price assumption for 2024F

Shareholder Structure: to USD 18,500 per ton (prev: USD 21k per ton), as we believe global nickel prices will

remain under pressure due to the abundance of supply, mainly from Indonesia. Thus,

Vale Canada Limited (%) 438 \ve slash our net profit forecast for 2024F by 29.0% to USD 195mn.
Others (%) 35.0
Public (%) 212 Updates on projects. The mining permit for the Bahodopi mine is expected to be

completed by November 2023 (in August 2023, INCO signed a joint venture agreement
to develop an RKEF smelter there). Once the environmental impact assessment

(AMDAL) is done, the construction will be started. Meanwhile, the company expects to
(%) YTD im 3m 12m receive approval for the AMDAL of its Pomalaa mining project in Feb 2024, while its
Absolute (34.6) (14.5) (26.6) (37.5) HPAL financing process has kicked off (key permit for the HPAL is expected to be

completed in Dec 2023, with a capacity of up to 120.000 ton/year). Lastly, INCO had
signed a definitive agreement with Huayou for the Sorowako project in August 2023.
Relative (34.5) (13.2) (26.0) (34.0) INCO is conducting a feasibility study, which is expected to be completed in Dec 2023.

JCI Return (0.2) (1.3) (0.6) (3.5)

Updates on the divestment overhang. Ministry of Energy and Mineral Resources
(MOEMR) announced that it has an agreement regarding the divestment of 14% of

8,000 3 INCO’s shares to MIND ID, bringing MIND ID’s stake in INCO to 34%. We see this as a
;gx 0 positive catalyst; although INCO has to give up more shares than initially planned (14%
5000 25 vs 11%), INCO might retain full operational control of the Sorowako mine, ensuring the

20

4,000 execution of its expansion plan.
3,000 1
2,000

oo HOLD, TP of IDR 5,000. We maintain our HOLD on INCO with a new TP of IDR 5,000 per

P : : . : : : share (Prev: IDR 5,900 per share), implying an FY24F EV/EBITDA of 5.7x. Our TP Is DCF-

T Oct22 Dec22 Feb23 Apr23 Jun23 Aug23 Oct-23 based, with the following assumptions: CoE of 13.8% and terminal growth of 3%.
volume (RHS) = Last Price Downside to our call: Delays in projects, lower-than-expected commodity prices.

Valuations (at closing price IDR 4,640 pershare)
Company Background

Stock Price & Volumes, 12M
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Millions

Y/E Dec 21A 22A 23F 24F 25F
Vale Indonesia (INCO) is one of the largest nickel mining  pavenue (USD Mn) 953 1179 1.189 1.030 1.002
companies in Indonesia. Vale holds Contract of Work ’ ’ ’ ’

that is valid until 2025 with a concession area of 118,017 EBITDA (USD Mn) 343 436 470 399 395

hectares. Vale holds concession rights in Sorowako EV/EBITDA (x) 7.9 5.9 4.8 5.1 4.6

Block; Bahodopi; Suasua and Pomalaa. Net Profit (USD Mn) 166 200 256 195 190

Net Profit Growth (%) 100.2 20.9 27.8 -23.8 -2.8

EPS (IDR) 239 288 387 295 286

Juan Harahap P/E Ratio (x) 19.4 16.1 12.0 15.7 16.2

+62 21 2854 8321 BVPS (IDI'R) 3,101 3,389 3,942 4,237 4,523

juan.oktavianus@samuel.co.id P/BV Ratio (x) L2 Lo L2 L 20

DPS (IDR) 48 - - - -

. . o } ) I i

Haikal Putra Samsul ng:;j)vle'd () ;2 g1 95 67 65
+62 21 2854 8353 ° ' ' ' ' '

haikal.putra@ I id ROAA (%) 6.5 7.2 8.5 6.1 5.3

gikal.putra@samue.co.l Interest Coverage (x) 45.4 426 63.3 2186 140.2

Net Gearing (x) NC NC NC NC NC
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Table 1. Forecast changes

Before Revision Percentage
2023F 2024F 2025F 2023F 2024F 2025F 2023F 2024F 2025F
Revenue 1,296 1,237 n.a 1,189 1,030 1,002 -8.3% -16.7% n.a
growth (%) 9.9% -4.6% n.a 0.8% -13.3% -2.7%
Operating Profit 404 366 n.a 317 240 231 -21.6% -34.3% n.a
growth (%) 37.5% -9.4% n.a 7.8% -24.1% -3.8%
Net Profit 302 275 n.a 256 195 190 -15.2% -29.0% n.a
growth (%) 50.7% -8.9% n.a 27.8% -23.8% -2.8%

Source: Company, SSI Research

Table 2. INCO’s smelter and mine project

Investment Cost

Project (USD Mn) Production Capacity Operation Ownership
Mine Project
Bahodopi Mine 400 Nickel Ore (Ni Ore) 13mn WMT Mid 2027 INCO: 100%
Pomalaa Mine 1,000 Nickel Ore (Ni Ore) 35mn WMT Mid 2028 INCO: 100%
Smelter Project
. [))
Bahodopi RKEF Smelter 2,200 Ferronickel (FeNi) 73kt Mid 2027 INCO: 4%
Tisco-Xinhai: 51%

i i INCO: 309

Pomalaa HPAL 3,500 Mixed Hydroxide 120kt Mid 2028 €0: 30%
Precipitate (MHP) Huayou/Ford: 70%

Source: Company, SSI Research
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Key Financial Figures

Cash Flow

Y/E Dec (USD Mn) 21A 22A 23F 24F 25F Y/E Dec (USD Mn) 21A 22A 23F 24F 25F
Revenue 953 1,179 1,189 1,030 1,002 Net Profit 166 200 256 195 190
COGS (704) (866) (852) (773) (754) D&A 112 143 153 159 164
Gross Profit 249 314 337 258 248 Change in working capital (50) (40) (31) 28 7
Operating Expenses (18) (20) (20) (17) (17) Others 9 (4) 0 0 0
Operating Profit 231 294 317 240 231 Operating Cash Flow 236 299 378 382 361
EBITDA 343 436 470 399 395 Capital Expenditure (151) (173) (190) (165) (160)
Interest Income 3 11 32 29 32 Investing Cash Flow (151) (173) (190) (165) (160)
Interest Expenses (5) (7) (5) (1) (2) Change in Debt - - 10 10 10
Other Income/Expenses (8) (22) (15) (15) (15) Other Financing 35 (0) 0 0 0
Pre-tax Income 221 276 328 254 246 Financing Cash Flow 35 (0) 10 10 10
Income Taxes (55) (75) (72) (58) (57) Net - Cash Flow 120 126 198 227 211
Minority Interest - - - - - Cash at beginning 389 508 634 832 1,059
Net Profit 166 200 256 195 190 Cash at ending 508 634 832 1,059 1,270
Y/E Dec (USD Mn) 21A 22A 23F 24F 25F Y/E Dec (USD Mn) 21A 22A 23F 24F 25F
Cash and cash equivalents 508 634 832 1,059 1,270 Gross Profit Margin (%) 26.1 26.6 28.3 25.0 24.7
Trade receivables 102 141 156 135 132 Operating Profit Margin (%) 24.3 24.9 26.6 23.3 23.1
Inventories 162 156 154 140 136 EBITDA Margin (%) 36.0 37.0 39.5 38.7 39.4
Others 64 59 60 60 61 Pre-Tax Margin (%) 23.1 23.4 27.6 24.6 24.6
Total current assets 837 990 1,202 1,395 1,600 Net Profit Margin (%) 17.4 17.0 215 189 18.9
Fixed Assets 1,519 1,550 1,587 1,594 1,590 Revenue Growth (%) 24.6 23.7 0.8 -13.3 -2.7
Other Assets 117 118 120 122 124 EBITDA Growth 50.0 27.3 7.6 -15.0 -0.9
Total Assets 2,473 2,658 2,911 3,112 3,313 Net Gearing (x) NC NC NC NC NC
Trade payables 122 116 98 91 91

ST Debt - - 5 10 15
Other ST Liabilities 46 59 60 61 62 Y/E Dec (USD Mn) 21A 22A 23F 24F 25F
Total Current Liabilities 168 175 163 162 168 Nickel mate sales volume (Mn ton) 66,615 60,960 68,600 71,400 71,400
LT Debt - - 5 10 15 Nickel mate asp (USD/ton) 14,309 19,348 17,331 14,430 14,040
Other LT liabilities 150 128 130 132 134

Total Liabilities 318 303 299 304 317

Minority Interest 0 0 0 0 0

Total Equity 2,154 2,355 2,611 2,807 2,996

Total liabilities & equity 2,473 2,658 2,910 3,111 3,314
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