Vale Indonesia Thk mcou

Efisiensi Masih Diperlukan

Kinerja INCO pada 2Q19 mulai sedikit mengikis defisit kinerja keuangan 1Q19 walaupun masih
membukukan sedikit rugi bersih. Mulai merangkak naiknya kinerja INCO berkat penguatan
harga nikel dunia, meningkatnya ASP, dan tumbuhnya volume penjualan. Tugas yang harus
dihadapi INCO ke depan adalah efisiensi yang diikuti dengan meningkatkan kinerja penjualan.
Di samping itu, peluang bisnis mobil listrik berpotensi memberikan sinergi positif.
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Buy

Dec 2020 TP (IDR) 3,960
Kinerja Masih Bergejolak Consensus Price (IDR) 3,801
Pada 2Q19, INCO membukukan pendapatan USD166 miliar (-18% YoY, +31% QoQ) dan penurunan TP to Consensus Price 4.2%
rugi bersih menjadi USD6 miliar (vs. rugi bersih USD20 miliar pada 1Q19). Lesunya keuangan INCO vs. Last Price 15.1%
merupakan dampak dari penurunan drastis pendapatan pada 1Q19 yang diikuti kenaikan COGS bahan
bakar minyak dan pelumas. Namun kinerja 2Q19 mulai mengikis defisit karena proses maintenance Shares data
beberapa alat produksi telah selesai. Last Price (IDR) 3,440
Imbas Penguatan Harga Nikel Dunia :;ucekD:tz; a cl)-fl'/L iu195:)5/‘2221§
Harga nikel dunia yang menguat pada 2Q19 dengan harga rata-rata USD12.291 membuat INCO Frev: Floaat?;)( iLo) ' ‘205
berhasil mencatatkan ASP USD9.774 per ton (-10% YoY, 7% QoQ) dengan penjualan USD165 juta (- Gl :h () 993.6
18% YoY, +23% QoQ) yang diikuti volume penjualan nikel matte 16.965 mt (-9% YoY, +22% QoQ). Market Cag (ID-R bn) 3 4' 181
Kami memproyeksikan bahwa pada 2019F, INCO mampu membukukan penjualan USD736 juta disertai Market Cap (USD mn) 2'392
volume penjualan nikel matte 70.021 mt dengan ASP di kisaran USD10.506 per ton sehingga total : '
- . . ) ) Avg. Trd Vol - 3M (mn) 14.74
pendapatan yang dihasilkan sebesar USD54 juta. Sebagai catatan, harga rata-rata nikel dunia pada
. . . Avg. Trd Val - 3M (bn) 4449
2019F akan berada dikisaran USD15.549, menurut estimasi kami. ) )
Foreign Ownership 80.1%
Efisiensi dan Peluang Bisnis
INCO terus menggenjot efisiensi untuk proses produksi 2Q19 karena biaya energi menjadi salah satu Mining
pengeluaran terbesar selama ini. Konsumsi energi diesel ditekan menjadi 19.978 kiloliter (+5% YoY, - Metal & Mineral
29% QoQ) dengan harga rata-rata diesel di level USD0,58 (-6% YoY, -1% QoQ). Penurunan signifikan Bloomberg INCO.lJ
ini karena Larona Hydropower plant kembali berfungsi maka penggunaan thermal power generator Reuters INCO.JK
dapat diminimalkan. Selain keberhasilan upaya efisiensi, INCO sedang berupaya memasok baterai
mobil listrik. Industri mobil listrik bergerak cepat dengan Tiongkok yang berhasil menjual 500.000 unit Share Price Performance
pada 2018 (pangsa pasar Tiongkok +76% YoY). Keberhasilan Tiongkok membuat industri mobil listrik 4700 -
semakin atraktif dan memberikan prospek jangka panjang positif bagi industri nikel yang memasok
bahan baku baterai mobil listrik. INCO memiliki peluang yang besar dari pertumbuhan pesat bisnis mobil 3900
listrik, dan kami meyakini peluang bisnis tersebut akan memberikan sinergi positif jangka panjang.
Rating BUY dengan Target Harga Rp3.960 31001
Kami menilai bahwa efisiensi INCO pada 2Q19 belum maksimal, tetapi kinerja 2Q19 sudah mulai 2100 4
membaik walaupun belum memberikan hasil positif. Kami mempertahankan rekomendasi BUY dengan '
target harga Rp3.960 atau potensi upside 15,1% berdasarkan estimasi menggunakan metode forward 1500
EV/EBITDA 10,9x . Saat ini, INCO diperdagangkan dengan EV/EBITDA 2019F 12,2x. ’ Aug-18 Nov-18 Feb19  May-19 Aug-19
——INCOIEquity —— JCIIndex Rebased
Vale Indonesia Tbk | Summary
2018A 2019F 2020F 2021F UL L W 1
0 0, 0, 0
Sales 777 736 780 836 Abs. Ret, 12'3f’ 160 f’ 8.2 f’ 4‘7f’
Growth (%) 23.4% -5.3% 6.1% 71% Rel. Ret. 10.6% 17.8% 11.2% -4.2%
EBITDA 218 168 236 261
Net Profit 61 54 79 93
EPS (IDR) 88 81 116 140
Growth (%) N/A -8.2% 43.3% 20.9% Meilki D
PIE 34.1x 37.2x 25.9x 215x ellki Darmawan
P/BV 1.1x 1.1x 1.0x 0.9x (021)797-6202, ext: 170
EVIEBITDA 9.4x 12.3x 8.5x 7.6x i ;
ROE (%) 3.0% 2 8% 39% 4.4% meilki.darmawan@nhsec.co.id
DER (%) 19% 1.9% 3.9% 7.4%
Net Debt -265 -240 -413 -478

Unit: USD mn, %, x
Source: Company Data, Bloomberg, NHKS Research
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Performance Highlights in Charts
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Sales & Avg. Nickel Prices ASP & Cost per MT
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Valuation Highlights in Charts
12-Month Forward P/E Band
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12-Month Dynamic Forward P/E Band
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Source: Bloomberg, NHKS Research

Recommendations of Analysts

Source: Bloomberg, NHKS Research

Stock and Nickel Prices Correlated Positively
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Quarterly Review
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2Q19
2218 318 418 119 Actual Estimate Y-Y Q-Q  Surprise SQ1%E
Income statement
Sales 204 205 197 126 166 191 -18.8% 31.2% -13.2% 201
Gross Profit 37 43 8 -23 1 59 98.6%  -102.2% -99.1% 56
EBIT 35 38 2 -29 -8 51 -121.7% -7143%  -114.7% 52
EBITDA 67 70 30 2 17 85 -74.3% 699.8% -19.7% 74
Net Profit 23 26 5 -20 6 39 -126.7% -702%  -115.4% 41
Margin
Gross Margin 18.3% 20.9% 3.8% -18.4% 0.0% 30.9% -17.9% 18.7% -30.6% 27.7%
EBIT Margin 16.9% 18.4% -1.1% -23.1% 5% 26.7% -21.4% 18.6% -31.2% 26.0%
EBITDA Margin 32.9% 34.1% 15.3% 1.7% 10% 44.5% -22.5% 8.7% -34.1% 37.1%
Net Profit Margin 11.0% 12.6% 2.7% -15.9% -4% 20.4% -14.7% 12.3% -24.0% 20.6%
Unit: USD mn, %
Source: Company Data, NHKS Research
Earnings Revision
2019F 2020F 2021F
Income Statement
Sales -Revised 736 780 836
-Previous 736 780 836
-Change 0.0% 0.0% 0.0%
Gross Profit -Revised 89 123 177
-Previous 96 109 161
-Change -1.5% 12.6% 9.6%
EBIT Revised 65 103 122
-Previous 63 77 125
-Change 4.3% 34.0% -2.2%
EBITDA ~Revised 168 236 261
-Previous 195 205 261
-Change -13.8% 14.9% 0.0%
Net Profit -Revised 54 79 93
-Previous 36 69 73
-Change 49.6% 14.1% 27.4%
Margin
Gross Margin -Revised 12.1% 15.8% 21.2%
-Previous 13.1% 14.0% 19.3%
EBIT Margin -Revised 8.9% 13.2% 14.6%
-Previous 8.5% 9.8% 14.9%
EBITDA Margin -Revised 22.9% 30.2% 31.2%
-Previous 26.5% 26.3% 31.2%
Net Profit Margin -Revised 7.3% 10.1% 11.2%
-Previous 4.9% 8.8% 8.8%
Unit: USD mn, %
Source: Company Data, NHKS Research
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Sekilas tentang INCO

www.nhsec.co.id

— PT Vale Indonesia Tbk (INCO) merupakan perusahaan tambang dan pengolahan nikel terintegrasi yang beroperasi di Provinsi Sulawesi
Selatan. INCO didirikan pada 25 Juli 1968 dan go public pada 1990 dengan Vale Canada Limited sebagai pemilik saham mayoritas.
— INCO merupakan bagian dari Vale, perusahaan multitambang yang berpusat di Brazil yang merupakan pemimpin global produksi bijih besi

dan salah satu produsen nikel terbesar kedua di dunia.

— INCO menambang nikel laterit untuk menghasilkan produk akhir nikel dalam matte. Rata-rata volume produksi nikel per tahun mencapai

75.000 metric ton. PT Vale menggunakan teknologi pyrometalurgi untuk memproduksi nikel.
— INCO menmiliki total area konsesi seluas 118.017 hektar yang terletak di Sorowako, Bahodopi, dan Pomalaa.
— INCO memproduksi nikel yang seluruhnya diekspor ke Vale Canada Limited di Canada dan Sumitomo Metal Co, Ltd di Jepang.

Revenue and Growth Movements

Earnings and Growth Movements
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Source: Company Data, NHKS Research Source: Company Data, NHKS Research
Asia Pacific Companies Peers Analysis
Market Cap  Asset  SalesLTM Net Profit LTM  Net Profit Net Profit ROE LTM EVIEBITDA PIBV
(USDmn) (USDmn) (USD mn) (USDmn)  Growth LTM Margin LTM
Indonesia
VALE INDONESIA TBK 2,317 2,202 695 5 467.70% 0.7% 0.3% 17.5x 1.2x
ANEKA TAMBANG TBK 1,787 2,309 1,790 56 113.13% 3.1% 4.1% 10.3x 1.3x
China
ZHONGJIN GOLD CORP 5,103 5,532 5,231 25 -34.62% 0.5% 1.25% N/A 2.6x
YINTAI RESOURCES 4,429 1,553 747 107 61.47% 14.3% 8.53% N/A 3.6x
INNER MONGOLIAR 2,106 2,836 2,852 130 24.91% 4.5% 8.39% N/A 1.4x
Taiwan
KING SLIDE WORKS 1,020 366 145 55 9.11% 37.6% 17.57% 11.2x 3.2x
Australia
NICKEL ASIA CORP 629 879 355 43 -18.45% 12.2% 9.05% 4.2x 1.1x
Unit: USD mn, %, X
Source: Bloomberg, NHKS Research
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Summary of Financials

www.nhsec.co.id

INCOME STATEMENT PROFITABILITY & STABILITY

(USD mn) 2018M2A  2019M2F 2020/12F 2021M2F 2018M2A  2019M2F 2020/12F 2021M2F
Sales T 736 780 836 ROE 3.2% 2.8% 3.9% 4 4%
Growth 23.4% -5.3% 6.1% 7.1%  ROA 2.8% 24% 3.4% 3.8%
COGS (673) (647) (657) (659) ROIC 3.4% 24% 3.6% 3.9%
Gross Profit 104 89 123 177 Cash Dividend (IDR bn) - - - -

Gross Margin 13.4% 12.1% 15.8% 21.2%  Dividend Yield - - - -

Operating Expenses (19) (24) (20) (55)  Payout Ratio - - - -

EBIT 89 65 103 122 DER 1.9% 1.9% 3.9% 7.4%
EBIT Margin 11.4% §.9% 13.2% 146%  Net Gearing 13.1% 13.5% 28.2% 56.0%
Depreciation 129 103 133 138 LT Debt to Equity 0.0% 0.0% 0.0% 0.0%
EBITDA 218 168 236 261 Capitalization Ratio 1.9% 1.9% 3.7% 6.9%
EBITDA Margin 28.0% 22 9% 30.2% 31.2%  Equity Ratio 119.9% 119.7% 131.3% 134.7%
Interest Expenses (8) (1) (1) (3)  Debt Ratio 2.3% 2.3% 51% 9.9%
EBT 83 75 109 130  Financial Leverage 231.9% 227 1% 226.0% 225 7%
Income Tax (22) (22) (30 (36)  Current Ratio 359.9% 335.8% 406 1% 3726%
Minority Interest - - - - Par Value (IDR) 25 25 25 25
Net Profit 61 54 79 83  Total Shares (mn) 9,936 9,936 9,936 9,936
Growth -431.1% -11.4% 45.9% 18.4%  Share Price (IDR) 3,000 3,000 3,000 3,000
Net Profit Margin 7.6% 7.3% 10.1% 11.2%  Market Cap (IDR tn) 298 298 208 298

BALANCE SHEET

VALUATION INDEX

(USD mn) 2018M2A  2019M2F 2020/12F 2021M2F 2018M2A  2019M2F 2020/12F 2021M2F
Cash 301 277 40 633  Price /Eamings 34 1x 37 2x 25 9x 21.5x
Receivables 124 185 153 127 Price /Book Value 1.1x 1.1x 1.0x 0.9x
Inventories 132 133 136 134 Price/Sales 2.7x 2.8x 2.6x 2.4x
Total Current Assets 631 661 845 960  PE/EPS Growth 0.1x -3.3x 0.6x 1.2x
Net Fixed Assets 1435 1,426 1,449 1470  EV/EBITDA 9.4x 12.3x 8.5x 7.6x
Other Non Current Assets 137 194 43 98 EVIEBIT 23.1x INTx 19.6x 16.1x
Total Assets 1,571 1,620 1,538 1,967 EV (IDR bn) 29545 29,569 29397 29,332
Payables 91 55 94 55 Sales CAGR (3-Yr) 10.0% 8.0% 7.4% 2.5%
ST Bank Loan 37 38 78 156  EPS CAGR (3-Yr) 216.6% 208.7% 9.2% 18.5%
LT Debt - - - - Basic EPS (IDR) 88 a 116 140
Total Liabilities 319 M 364 415  Diluted EPS (IDR) 88 a 116 140
Capital Stock & APIC 414 414 414 414 BVPS(IDR) 2,735 2,792 2,966 3,167
Retained Eamnings 1,470 1,526 1,604 1,698 Sales PS (IDR) 1,128 1,059 1,146 1,253
Shareholders' Equity 1,884 1,940 2,018 2112 DPS(IDR) NFA N/A N/A NIA
CASH FLOW STATEMENT TOP OWNERSHIP
(USD mn) 2018M2E  2019M2F 2020/12F 2021M12F By Geography % Shareholders %
Operating Cash Flow 201 72 212 232 Canada 701 Vale SA 587
Investing Cash Flow (84) (111) (39) (167)  Japan 24 8 Sumitomo Metal 201
Financing Cash Flow (37) 15 41 77 United States 2.2 Norges Bank 1.26
Net Changes in Cash 80 (24) 214 142  Norway 1.5 Dimensional Fund 1.00
Source: Company Data, NHKS Research
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Closing and target price update Rating and target price update

5.500 - Date Rating Target price Consensus
2017.08.14 Hold IDR2,560 IDR2,305

4500 - 2017.11.06 Hold IDR3,410 IDR3,021

+18.1% 2018.08.15 Buy IDR5,325 IDR5,300

3.500 - | T 2018.10.29 Buy IDR3,760 IDR5,004
2019.06.25 Buy IDR3,370 IDR3,538

2500 - 2019.08.19 Buy IDR3,960 IDR3,801

1,500 . . :

Aug-18 Dec-18 Apr-19 Aug-19
= |[NCO |J Equity ——Target Price
Source: Bloomberg, NHKS Research Source: NHKS Research
NHKS stock ratings

® Based on a stock’s forecasted absolute return over a period of 12 months from the date of publication.
® Buy: greater than +15%, Hold: -15% to +15%, Sell: less than -15%.

® This document is strictly confidential and is being supplied to you solely for your information. The recipients of this report must make their own independent decisions
regarding any securities or financial instruments mentioned herein. This document may not be quoted, reproduced, exhibited, redistributed, transmitted, edited, translated, or
published, in whole or in part, for any purpose without notice. Any failure to comply with this restriction may constitute a violation of civil or criminal laws.

DISCLAIMER

This report and any electronic access hereto are restricted and intended only for the clients and related entities of PT NH Korindo Sekuritas Indonesia. This report is only for
information and recipient use. It is not reproduced, copied, or made available for others. Under no circumstances is it considered as a selling offer or solicitation of securities
buying. Any recommendation contained herein may not suitable for all investors. Although the information hereof is obtained from reliable sources, its accuracy and
completeness cannot be guaranteed. PT NH Korindo Sekuritas Indonesia, its affiliated companies, employees, and agents are held harmless form any responsibility and liability
for claims, proceedings, action, losses, expenses, damages, or costs filed against or suffered by any person as a result of acting pursuant to the contents hereof. Neither is PT
NH Korindo Sekuritas Indonesia, its affiliated companies, employees, nor agents are liable for errors, omissions, misstatements, negligence, inaccuracy contained herein. All
rights reserved by PT NH Korindo Sekuritas Indonesia.
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