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Coal Mining 
Overweight (Maintained) 

  
Stocks Covered: 3 

Domestic Power Plant Ceiling Coal Price Set Ratings (Buy/Neutral/Sell): 3 / 0 / 0 

Last 12m Earnings Revision Trend: Positive 
   
MEMR has issued a ministry decree that regulates the selling prices of coal 
with CV of 6,322kcal/kg GAR to domestic coal power plants. This sets the 
ceiling at USD70.00/tonne. To factor in the impact of the decree, we cut 
FY18F earnings for Adaro Energy by ~14%, Bukit Asam by ~7% and Harum 
Energy by ~14%. We think this decree only benefits the coal mining 
contractors, as the ministry now allows coal miners that comply with the 
decree to increase their original coal production plans by 10%. We also 
think the recent coal counters sell-off has been overdone, and maintain our 
OVERWEIGHT call on the on sector. 

 

Top Picks Target Price 

Adaro Energy (ADRO IJ) – BUY IDR2,800 

Bukit Asam (PTBA) – BUY IDR3,900 

  

  

 

 

 

 

 

 

 

 Coal price ceiling of USD70.00/tonne for domestic power plants. The 

Ministry of Energy and Mineral Resources (MEMR) has issued Ministry Decree 
No. 1395 K/30/MEM/2018. This regulates the selling price of coal with a calorific 
value (CV) of 6,322kcal/kg gross as received (GAR) to domestic coal power 
plants at USD70.00/tonne or based on the domestic thermal coal reference 
prices (HBA) – whichever is lower. The selling price of lower CV and quality of 
coal is adjusted proportionally, according to the CV of the coal. The ceiling coal 
price for domestic power plants is valid for 2018-2019, with maximum coal sales 
volume of 100m tonnes pa. At the end of 2019, the ceiling coal selling price and 
maximum quota is to be reviewed. 

Allowing coal production to increase by ~10% from original coal 
production plans. MEMR also stated that coal companies, which have fulfilled 

the minimal domestic market obligation of 25% and ceiling coal selling prices for 
domestic coal-fired power plants, are allowed to increase coal production by 10% 
from their original approved production plans.  

Coal mining contractors should be beneficiaries of the MEMR decree. The 

10% higher coal production from coal mining companies’ original approved 
production plans should be positive for the volume growth of the mining 
contractors. This includes United Tractor’s (UNTR IJ, BUY, TP: IDR43,100) 
Pamapersada and Delta Dunia’s (DOID IJ, BUY, TP: IDR1,300) Bukit Makmur. 

Cutting FY18F earnings by between 7-14% due to the USD70.00/tonne 
ceiling price. We fine-tune our forecasts – to accommodate the ceiling coal 

price of USD70.00/tonne for domestic market obligations (DMOs) of 25% of total 
coal production – across all coal companies under our coverage. This results in 
FY18F earnings being cut by ~14%, ~7% and ~14% for Adaro Energy, Bukit 
Asam and Harum Energy respectively. This also results in FY19F earnings being 
cut for Adaro Energy (~7%), Bukit Asam (~5%) and Harum Energy (~12%). 

Sell-off overdone, overhang should fade. We think the recent sell-off – due to 

the uncertainties over DMO coal ceiling prices – has been overdone. The share 
price overhang of local coal counters should fade, as the clarity over coal ceiling 
prices has been set by the MEMR decree.  

OVERWEIGHT, with Adaro Energy and Bukit Asam as our Top Picks. We 

maintain our OVERWEIGHT call on the sector. We like Bukit Asam, as we think 
consensus has still not factored in its decent FY18 earnings growth. Post 
earnings adjustment for the ceiling coal prices, Bukit Asam is trading at a FY18F 
P/E of 6.7x on our FY18F EPS. This is undemanding, when considering its 
sizable FY18F ROE of 30.5%. We like Adaro Energy on the back of its strong 
cash flows and net cash position. We estimate that the firm is to increase its 
dividend payout to 40%, which should, in turn, result in a dividend yield of 4.7%. 
Key risks to our BUY calls include lower-than-expected coal prices, significant 
increases in oil prices, unfavourable government policies domestically, and 
unfavourable policies towards coal in China. 

 
 
 

 

Source: Company data, RHB 

P/E (x) P/B (x) Yield (%)
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Bukit Asam  BUY IDR2,890 IDR3,900 34.9               6.7                 1.8                 4.5                 

Harum Energy  BUY IDR2,740 IDR3,300 20.4               9.3                 1.4                  -               
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Figure 1:  Changes in earnings post the MEMR’s ceiling coal price of USD70.00 per tonne using these assumptions – our 
FY18F base coal price assumption of USD90.00 per tonne, and all coal miners supplying 25% of their production to 
domestic coal-fired power plants  

 
Source: RHB 

 

 

Company

Prior ceiling Post ceiling Changes Consensus earnings Prior ceiling Post ceiling Changes

ADRO (USDm) 607              519              -14.5% 579                          3,000            2,800            -6.7% 12.6                                          

PTBA (IDRbn) 5,041            4,668            -7.4% 3,957                       4,100            3,900            -4.9% 9.0                                            

HRUM (USDm) 66                57                -14.0% 54                            3,500            3,300            -5.7% 11.0                                          

FY18 earnings Revised TP implying FY18 P/E 

on our revised FY18 EPS

Target price (IDR)
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 Basic Materials | Mining 

Adaro Energy 
Buy (Maintained) 

Target Price: IDR2,800 

Price: IDR2,170 

Factoring In The Coal Price Ceiling’s Impact Market Cap: USD5,031m 

Bloomberg Ticker: ADRO IJ 
   
MEMR issued a ministry decree to regulate the selling prices of coal with 
CV of 6,322kcal/kg GAR to domestic coal power plants, by setting a 
ceiling of USD70.00/tonne. To factor in the impact of the MEMR regulation, 
we cut our FY18F-19F earnings for Adaro Energy by 14.5% and 7.3% 
respectively. We reiterate our BUY call with revised TP of IDR2,800 (from 
IDR3,000, 29% upside). Our DCF-derived TP of IDR2,800 implies FY18F P/E 
of 12.6x, which is -0.1SD from its 10-year mean P/E of 13.2x. 

 

Share Data  

Avg Daily Turnover (IDR/USD) 127,659m/9.44m 

52-wk Price low/high (IDR) 1,410 - 2,560 

Free Float (%) 35 

Shares outstanding (m) 31,985 

Estimated Return 29% 

  
Shareholders (%)  

Adaro Strategic Investments 43.9 

Garibaldi Thohir 6.2 

TP Rachmat 3.3 

  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 16.7 (6.5) 25.8 15.1 28.8 

Relative 15.5 (5.4) 19.1 5.3 9.7 

Source: Bloomberg 

 
 

 
Source: Bloomberg 

 

 

 

 
Ceiling for coal price of USD70.00/tonne for domestic power plants. On 7 

Mar, MEMR issued a Ministry Decree No.1395 K/30/MEM/2018 to regulate the 
selling prices of coal with CV of 6,322kcal/kg GAR to domestic coal power 
plants. The ceiling price was set at USD70/tonne or based on the domestic 
HBA, whichever is lower.  

The selling price for coal with lower CV and quality was adjusted proportionally 
according to the CV of the coal. The ceiling coal price for domestic power plants 
is valid for 2018-2019, with maximum coal sales volume of 100m tonnes pa. At 
the end of 2019, the ceiling for coal selling price and maximum quota would be 
reviewed. 

Allowance for an increase in coal production of 10% from original coal 
production plan. MEMR also stated that coal companies that fulfil the 

minimum domestic market obligation of 25%, as well as the ceiling coal selling 
price for domestic coal-fired power plants, would be able to receive a 10% 
increase in coal production from their original approved production plans. 

FY18F-19F earnings cut by 14.5% and 7.3% respectively. We fine-tune our 

FY18F-19F assumptions to factor in the impact of the ceiling for coal selling 
price for domestic power plants for 25% of Adaro Energy’s coal production, 
which is higher than its current coal sales to Perusahaan Listrik Negara (PLN) 
of ~20% of its total coal production.  

This has resulted in a cut in our FY18F-19F earnings of 14.5% and 7.3% 
respectively. We maintain our FY20 assumptions as the ceiling for coal prices is 
only valid during 2018-2019.  

Reiterate BUY call with revised TP of IDR2,800. Our DCF-derived TP of 

IDR2,800 implies FY18F P/E of 12.6x (-0.1SD from its 10-year mean P/E of 
13.2x). We maintain our BUY call on the back of undemanding valuations and 
high dividend yields. With its strong cash flows and net cash position, we 
estimate that Adaro Energy would increase its dividend payout to 40%, which 
would in turn result in a projected dividend yield of 4.7% in FY18F. 

Key risks to our BUY call include lower-than-expected coal prices, significant 
increases in oil prices, unfavourable government policies domestically, and 
unfavourable policies on coal in China. 
 
 

 

Source: Company data, RHB 

Forecasts and Valuations Dec-16 Dec-17 Dec-18F Dec-19F Dec-20F

Total turnover (USDm) 2,524 3,258 3,532 4,065 4,240

Reported net profit (USDm) 335 483 519 566 586

Recurring net profit (USDm) 335 483 519 566 586

Recurring net profit growth (%) 119.5 44.4 7.3 9.1 3.5

Recurring EPS (USD) 0.01 0.02 0.02 0.02 0.02

DPS (USD) 0.003 0.003 0.007 0.008 0.008

Recurring P/E (x) 15.0 10.4 9.7 8.9 8.6

P/B (x) 1.61 1.45 1.31 1.21 1.12

P/CF (x) 8.5 10.8 7.7 5.4 5.2

Dividend Yield (%) 2.0 2.0 4.7 5.0 4.9

EV/EBITDA (x) 7.45 4.95 4.10 3.60 3.33

Return on average equity (%) 11.1 14.7 14.2 14.1 13.5

Net debt to equity (%) 9.4 4.2 12.0 3.0 net cash

Our vs consensus EPS (adjusted) (%)   (9.9) 4.1 7.7
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Financial Exhibits 
Financial model updated on: 2018-03-11.  

Asia 

Indonesia 

Basic Materials 

Adaro Energy 

Bloomberg ADRO IJ 

Buy  

 

Valuation basis 

We use DCF as the main valuation method because 
we want to factor in the impact of long-term 
sustainable coal prices. We also use P/E as a 
corroborative valuation. 
 

Key drivers 

Our TP is mostly sensitive to changes in: 
i. Coal sales volume; 
ii. Coal price; 
iii. Oil prices. 

 

Key risks 

Key risks include: 
i. A significant drop in coal prices; 
ii. Weaker-than-expected coal demand; 
iii. A significant increase in oil prices. 

 

Company Profile 

Adaro Energy is an Indonesian energy group that 
focuses on integrated coal mining through 
subsidiaries. Its principal mine location is in South 
Kalimantan, where subsidiary PT Adaro Indonesia 
operates the largest single-site coal mine in the 
southern hemisphere. PT Adaro Indonesia operates 
under a first-generation coal co-operation agreement 
(CCA) with the Government that is valid until 2022. Its 
customers are mostly blue-chip power utilities. 
 

 

 

 
 

 

 

 

 

 

 
 

Source: Company data, RHB  
 
  

Financial summary Dec-16 Dec-17 Dec-18F Dec-19F Dec-20F

Recurring EPS (USD) 0.01 0.02 0.02 0.02 0.02

EPS (USD) 0.01 0.02 0.02 0.02 0.02

DPS (USD) 0.003 0.003 0.007 0.008 0.008

BVPS (USD) 0.10 0.11 0.12 0.13 0.14

Weighted avg adjusted shares (m) 31,986 31,986 31,986 31,986 31,986

Valuation metrics Dec-16 Dec-17 Dec-18F Dec-19F Dec-20F

Recurring P/E (x) 15.0 10.4 9.7 8.9 8.6

P/E (x) 15.0 10.4 9.7 8.9 8.6

P/B (x) 1.61 1.45 1.31 1.21 1.12

FCF Yield (%) 5.9 5.7 (2.5) 8.4 12.3

Dividend Yield (%) 2.0 2.0 4.7 5.0 4.9

EV/EBITDA (x) 7.45 4.95 4.10 3.60 3.33

EV/EBIT (x) 10.2 6.1 5.2 4.8 4.4

Income statement (USDm) Dec-16 Dec-17 Dec-18F Dec-19F Dec-20F

Total turnover 2,524 3,258 3,532 4,065 4,240

Gross profit 685 1,142 1,284 1,344 1,264

EBITDA 802 1,167 1,443 1,558 1,533

Depreciation and amortisation (215) (215) (311) (379) (379)

Operating profit 588 952 1,132 1,179 1,154

Net interest (41) (34) (57) (54) (36)

Income from associates & JVs (0) 0 0 0 0

Pre-tax profit 547 930 1,075 1,125 1,117

Taxation (206) (393) (479) (501) (497)

Minority interests (6) (53) (78) (59) (35)

Recurring net profit 335 483 519 566 586

Cash flow (USDm) Dec-16 Dec-17 Dec-18F Dec-19F Dec-20F

Change in working capital 42 (211) (179) (20) 3

Cash flow from operations 591 464 651 925 967

Capex (293) (178) (777) (500) (346)

Cash flow from investing activities (278) (121) (649) (372) (218)

Proceeds from issue of shares 7 (43) 0 0 0

Dividends paid (87) (101) (142) (242) (249)

Cash flow from financing activities (57) (325) (503) (342) (559)

Cash at beginning of period 702 1,077 1,207 705 916

Net change in cash 256 18 (501) 211 191

Ending balance cash 959 1,095 705 916 1,107

Balance sheet (USDm) Dec-16 Dec-17 Dec-18F Dec-19F Dec-20F

Total cash and equivalents 1,077 1,207 705 916 1,107

Tangible fixed assets 3,980 3,862 4,200 4,193 4,032

Intangible assets 794 794 794 794 794

Total investments 48 46 46 46 46

Total other assets 109 134 134 134 134

Total assets 6,522 6,814 6,757 7,024 7,074

Short-term debt 154 237 200 366 448

Total long-term debt 1,280 1,140 1,020 690 278

Other liabilities 16 16 16 16 16

Total liabilities 2,736 2,723 2,492 2,371 2,064

Shareholders' equity 3,125 3,464 3,840 4,164 4,501

Minority interests 639 623 421 484 505

Total equity 3,786 4,092 4,265 4,653 5,010

Net debt 357 170 514 139 (382)

Total liabilities & equity 6,522 6,814 6,757 7,024 7,074

Key metrics Dec-16 Dec-17 Dec-18F Dec-19F Dec-20F

Revenue growth (%) (6.0) 29.1 8.4 15.1 4.3

Recurrent EPS growth (%) 119.5 44.4 7.3 9.1 3.5

Gross margin (%) 27.1 35.0 36.4 33.0 29.8

Operating EBITDA margin (%) 31.8 35.8 40.9 38.3 36.2

Net profit margin (%) 13.3 14.8 14.7 13.9 13.8

Dividend payout ratio (%) 30.2 20.9 46.0 44.1 42.4

Capex/sales (%) 11.6 5.5 22.0 12.3 8.2

Interest cover (x) 11.8 18.0 15.7 18.7 23.9
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Figure 1:  Changes in our forecasts  

 
Source: RHB 

 

 

 

 
 

  

USD m

FY18F FY19F FY20F FY18F FY19F FY20F FY18F FY19F FY20F

Average coal price (USD per tonne) (Newcastle. CV of 6,000kcal/kg) 90 85 78 90 85 78 0.0% 0.0% 0.0%

Average oil price (USD per barrel) 64 60 60 64 60 60 0.0% 0.0% 0.0%

Coal production volume (m tonnes) 55 65 69 55 65 69 0.0% 0.0% 0.0%

Purchased coal volume (m tonnes) 0 0 3 0 0 3 0.0% 0.0% 0.0%

Sales coal volume (m tonnes) 55 65 72 55 65 72 0.0% 0.0% 0.0%

Revenue 3,713 4,199 4,240 3,532 4,065 4,240 -4.9% -3.2% 0.0%

Gross profit 1,440 1,414 1,264 1,284 1,344 1,264 -10.8% -5.0% 0.0%

Operating profit 1,286 1,248 1,154 1,132 1,179 1,154 -12.0% -5.5% 0.0%

Net profit (net of minority interests) 607 611 586 519 566 586 -14.5% -7.3% 0.0%

Previous forecasts Current forecasts Changes
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SWOT Analysis 
 

 One of the world’s lowest-cost coal producers 

 Its trademarked envirocoal – with characteristics such 
as being sub-bituminous, with medium calorific value, 
and ultra-low in pollutants –  is suitable for coal-fired 
power plants throughout the world 

 Sizeable coal resources and reserves 

  China’s potential 
unfavourable 
policies on coal 

 Indonesia’s potential 
unfavourable 
policies on coal 
selling prices to 
Perusahaan Listrik 
Negara (PLN) 

    

 Electricity 
Generating 
Authority of 
Thailand 
(EGAT), as a 
strategic 
investor in 
Adaro 
Indonesia, 
should mean an 
increase 
Adaro’s coal 
sales  
volume over the 
next few years 

 

   

    

  The majority of its coal production comes from the 
Tabalong and Balangan districts of South 
Kalimantan. If significant natural disasters hit these 
districts, its coal production may be impaired 

 

 

Recommendation Chart 

 
Source: RHB, Bloomberg 

 

 
Source: RHB, Bloomberg 
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 Recommendations & Target Price

Buy Neutral Sell Trading Buy Take Profit Not Rated

Date Recommendation Target Price Price

2018-03-07 Buy 3,000 2,160

2018-02-08 Buy 3,100 2,420

2018-01-26 Buy 3,100 2,440

2017-11-01 Buy 2,300 1,910

2017-08-29 Buy 2,300 1,870

2017-02-28 Buy 2,100 1,695

2015-11-04 Not Rated na 655

2014-11-03 Neutral 1,250 1,150

2014-08-29 Neutral 1,320 1,315

2014-05-02 Neutral 1,250 1,140
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Bukit Asam 
Buy (Maintained) 

Target Price: IDR3,900 

Price: IDR2,890 

Factoring The Ceiling Coal Price Impact Market Cap: USD2,413m 

Bloomberg Ticker: PTBA IJ 
   
MEMR has issued a ministry decree that regulates the selling price of coal 
with CV of 6,322kcal/kg GAR to domestic coal power plants. This is set at 
a ceiling of USD70.00/tonne. To factor in the impact of this decree, we cut 
Bukit Asam’s FY18F-19F earnings by 7.4% and 5.4% respectively. We also 
reiterate our Buy call with a revised IDR3,900 TP (from IDR4,100, 35% 
upside). Our DCF-derived TP implies FY18F P/E of 9x on our FY18F EPS. 

 

Share Data  

Avg Daily Turnover (IDR/USD) 92,587m/6.85m 

52-wk Price low/high (IDR) 1,845 - 3,430 

Free Float (%) 33 

Shares outstanding (m) 10,818 

Estimated Return 35% 

  
Shareholders (%)  

Government of Indonesia 65.0 

Vanguard Group 1.1 

Dimensional Fund Advisors 0.8 

  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 17.5 (5.3) 30.8 16.8 33.2 

Relative 16.3 (4.2) 24.1 7.0 14.1 

Source: Bloomberg 

 
 

 
Source: Bloomberg 

 

 

 

 Ceiling coal prices of USD70.00/tonne for domestic power plants. MEMR 

has issued Ministry Decree No. 1395 K/30/MEM/2018. This regulates the 
selling price of coal with a CV of 6,322kcal/kg GAR to domestic coal power 
plants at USD70.00/tonne, or based on the domestic HBA – whichever is lower. 
The selling prices of lower CV and quality of coal are adjusted proportionally, 
according to the calorific value of the coal.  

This USD70.00/tonne ceiling coal price for domestic power plants is valid for 
2018 and 2019, with maximum coal sales volumes of 100m tonnes pa. At the 
end of 2019, this ceiling coal selling price and maximum quota is to be 
reviewed. 

Allowing the increase of coal production by ~10% from the original coal 
production plan. The MEMR’s decree also states that coal companies that 
have fulfilled the: 

i. Minimal domestic market obligation of 25%; 

ii. Ceiling coal selling prices for domestic coal-fired power plants… 

…are able to get a 10% higher coal production level from their original 
approved production plans. 

Cutting FY18F-19F earnings by 7.4% and 5.4% respectively. We fine-tune 

our FY18-19 assumptions – to factor in the impact of the USD70.00/tonne 
ceiling coal price to domestic power plants (for 2018-2019) – for 25% of Bukit 
Asam’s coal production. This is lower than its total coal sales to PLN – ~50% of 
the company’s coal production – and results in a cut in FY18F-19F earnings of 
7.4% and 5.4% respectively.  

Reiterate BUY with a revised IDR3,900 TP (from IDR4,100, 35% upside). 

Our DCF-derived TP of IDR3,900 implies 9x FY18F P/E. We like Bukit Asam, 
as we think consensus has still not factored in its sizable FY18 earnings growth. 
Post earnings adjustments for the ceiling coal price, the counter is trading at 
6.7x FY18F P/E on our FY18F EPS. This is undemanding, considering Bukit 
Asam’s superb FY18F ROE of 30.5%.  

Key risks to our call include lower-than-expected coal prices, significant 
increases in oil prices, unfavourable government policies domestically, and 
unfavourable policies towards coal in China. 

 
 

 

Source: Company data, RHB 

Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Total turnover (IDRb) 13,734 14,485 19,684 22,973 26,850

Reported net profit (IDRb) 2,036 1,802 4,015 4,668 4,557

Recurring net profit (IDRb) 2,036 1,802 4,015 4,668 4,557

Recurring net profit growth (%) 9.4 (11.5) 122.8 16.3 (2.4)

Recurring EPS (IDR) 188 167 371 431 421

DPS (IDR) 60 66 58 130 151

Recurring P/E (x) 15.4 17.3 7.8 6.7 6.9

P/B (x) 3.41 3.05 2.29 1.85 1.58

P/CF (x) 13.1 16.4 7.5 6.3 6.1

Dividend Yield (%) 2.1 2.3 2.0 4.5 5.2

EV/EBITDA (x) 10.6 11.3 5.3 4.3 4.1

Return on average equity (%) 23.2 18.5 33.6 30.5 24.8

Net debt to equity net cash net cash net cash net cash net cash

Our vs consensus EPS (adjusted) (%)   14.5 22.2 19.7
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Financial Exhibits 
 

Financial model updated on: 2018-03-12.  

Asia 

Indonesia 

Basic Materials 

Bukit Asam 

Bloomberg PTBA IJ 

Buy  

 

Valuation basis 

We use DCF as the main valuation method because 
we want to factor in the impact of long-term 
sustainable coal prices. We also use P/E as a 
corroborative valuation. 
 

Key drivers 

Our TP is mostly sensitive to a change in: 
i. Coal sales volumes; 
ii. Coal prices; 
iii. Forex fluctuations; 
iv. Cost of mining contracting. 

 

Key risks 

i. Delay in expanding railway capacity; 
ii. A significant drop in coal prices; 
iii. Weaker-than-expected coal demand; 
iv. Strengthening IDR. 

 
 

Company Profile 

PT Bukit Asam (Persero) Tbk is the only state-owned 
coal miner in Indonesia. Its business activities include 
conducting thermal coal mining operations, managing 
and operating thermal power plants (internal/external 
use), and providing coal mining and production related 
consultation and engineering services. The company 
has coal mining concessions in Sumatra and 
Kalimantan. Its core mining operations are in Tanjung 
Enim in South Sumatra. Its coal from Tanjung Enim is 
delivered via rail from Tanjung Enim to Tarahan Port 
in Lampung and to Kertapati Port in Palembang. 
 

 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company data, RHB  
 
  

Financial summary Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Recurring EPS (IDR) 188 167 371 431 421

EPS (IDR) 188 167 371 431 421

DPS (IDR) 60 66 58 130 151

BVPS (IDR) 848 949 1,262 1,563 1,833

Weighted avg adjusted shares (m) 10,818 10,818 10,818 10,818 10,818

Valuation metrics Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Recurring P/E (x) 15.4 17.3 7.8 6.7 6.9

P/E (x) 15.4 17.3 7.8 6.7 6.9

P/B (x) 3.41 3.05 2.29 1.85 1.58

FCF Yield (%) 1.7 4.1 0.6 9.6 9.9

Dividend Yield (%) 2.1 2.3 2.0 4.5 5.2

EV/EBITDA (x) 10.6 11.3 5.3 4.3 4.1

EV/EBIT (x) 11.8 12.3 5.5 4.5 4.4

Income statement (IDRb) Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Total turnover 13,734 14,485 19,684 22,973 26,850

Gross profit 4,140 4,158 7,203 8,253 8,268

EBITDA 2,693 2,457 5,354 6,274 6,130

Depreciation and amortisation (279) (200) (226) (274) (338)

Operating profit 2,414 2,257 5,128 6,000 5,791

Net interest 115 (33) (10) (28) 36

Income from associates & JVs 134 134 134 134 134

Pre-tax profit 2,664 2,358 5,252 6,106 5,961

Taxation (627) (555) (1,236) (1,437) (1,402)

Minority interests (1) (1) (2) (2) (2)

Recurring net profit 2,036 1,802 4,015 4,668 4,557

Cash flow (IDRb) Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Change in working capital 232 (101) (49) 52 192

Cash flow from operations 2,393 1,901 4,192 4,994 5,086

Capex (1,871) (627) (4,000) (2,000) (2,000)

Cash flow from investing activities (1,976) (627) (4,000) (2,000) (2,000)

Proceeds from issue of shares (618) 0 0 0 0

Dividends paid (651) (713) (631) (1,405) (1,634)

Cash flow from financing activities (1,341) (711) (629) (1,403) (1,631)

Cash at beginning of period 4,039 3,115 3,678 3,240 4,831

Net change in cash (924) 563 (437) 1,591 1,455

Ending balance cash 3,115 3,678 3,240 4,831 6,286

Balance sheet (IDRb) Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Total cash and equivalents 3,115 3,678 3,240 4,831 6,286

Tangible fixed assets 5,579 6,007 9,781 11,507 13,169

Total investments 1,240 1,240 1,240 1,240 1,240

Total other assets 2,476 2,476 2,476 2,476 2,476

Total assets 16,894 18,052 22,230 26,176 30,169

Short-term debt 739 739 739 739 739

Total long-term debt 670 670 670 670 670

Total liabilities 7,606 7,674 8,466 9,147 10,215

Shareholders' equity 9,175 10,264 13,648 16,911 19,834

Minority interests 113 114 116 118 120

Total equity 9,288 10,378 13,764 17,029 19,954

Net debt (1,706) (2,269) (1,831) (3,422) (4,877)

Total liabilities & equity 16,894 18,052 22,230 26,176 30,169

Key metrics Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Revenue growth (%) 5.0 5.5 35.9 16.7 16.9

Recurrent EPS growth (%) 9.4 (11.5) 122.8 16.3 (2.4)

Gross margin (%) 30.1 28.7 36.6 35.9 30.8

Operating EBITDA margin (%) 19.6 17.0 27.2 27.3 22.8

Net profit margin (%) 14.8 12.4 20.4 20.3 17.0

Dividend payout ratio (%) 32.0 39.5 15.7 30.1 35.9

Capex/sales (%) 13.6 4.3 20.3 8.7 7.4

Interest cover (x) 15.3 14.3 32.6 38.1 36.8
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Figure 1:  Changes in forecasts  

 
Source: RHB 

 

 

 
 
  

IDR bn

FY18F FY19F FY18F FY19F FY18F FY19F

Average coal price (USD per tonne) (Newcastle. CV of 6,000kcal/kg) 90 85 90 85 0.0% 0.0%

Average oil price (USD per barrel) 64 60 64 60 0.0% 0.0%

Coal production volume (m tonnes) 26 33 26 33 0.0% 0.0%

Purchased coal volume (m tonnes) 0 0 0 0 0.0% 0.0%

Sales coal volume (m tonnes) 26 34 26 34 0.0% 0.0%

Revenue 23,565 27,247 22,973 26,850 -2.5% -1.5%

Gross profit 8,756 8,605 8,253 8,268 -5.7% -3.9%

Operating profit 6,488 6,118 6,000 5,791 -7.5% -5.3%

Net profit (net of minority interests) 5,041 4,817 4,668 4,557 -7.4% -5.4%

Previous forecasts Current forecasts Change (%)
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SWOT Analysis 
 

 As the only state-owned coal-mining company in 
Indonesia, Bukit Asam could get coal sales volume 
from synergy between state-owned enterprises 
(SOEs) 

 Sizeable coal resources and coal reserves 

  Bottleneck in 
expanding railway 
capacity to deliver 
coal from Tanjung 
Enim mine site to 
ports 

    

 Opportunity to 
expand its 
power plant 
business 

 Higher domestic 
coal demand 
from the 35GW 
electricity 
programme 

   

    

  Relies on railways to deliver coal from Tanjung Enim 
mine sites to ports 

 Concentrated customers, eg Perusahaan Listrik 
Negara (PLN) and Indonesia Power 

 

 

Recommendation Chart 

 
Source: RHB, Bloomberg 

 

 
Source: RHB, Bloomberg 
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 Recommendations & Target Price

Buy Neutral Sell Trading Buy Take Profit Not Rated

Date Recommendation Target Price Price

2018-01-26 Buy 4,100 3,330

2017-07-31 Buy 17,400 2,620

2017-02-26 Buy 17,600 2,230

2015-11-04 Not Rated na 1,555

2015-03-04 Buy 14,400 2,160

2014-10-31 Buy 14,400 2,590

2014-07-22 Buy 12,400 2,130

2014-05-02 Buy 11,200 1,960

2013-11-05 Buy 13,600 2,310

2013-10-21 Buy 15,050 2,740
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Harum Energy 
Buy (Maintained) 

Target Price: IDR3,300 

Price: IDR2,740 

Factoring In The Impact Of The Coal Price Ceiling Market Cap: USD537m 

Bloomberg Ticker: HRUM IJ 
   
MEMR issued a ministry decree to regulate the selling prices of coal with 
CV of 6,322kcal/kg GAR to domestic coal power plants, by setting a 
ceiling of USD70/tonne. To factor in the impact of the MEMR regulation, 
we cut our FY18F-19F earnings for Harum Energy by 14% and 11.8% 
respectively. We reiterate our BUY call with revised TP of IDR3,300 (from 
IDR3,500, 20% upside). Our DCF-derived TP of IDR3,300 implies FY18F P/E 
of 11x. We maintain our BUY call on the back of undemanding valuations 
and potential accretive acquisitions. 

 

Share Data  

Avg Daily Turnover (IDR/USD) 19,377m/1.44m 

52-wk Price low/high (IDR) 1,980 - 3,490 

Free Float (%) 26 

Shares outstanding (m) 2,612 

Estimated Return 20% 

  
Shareholders (%)  

Karunia Bara Perkasa  73.6 

Dimensional Fund Advisors  1.4 

Hartford Financial Services  0.6 

  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 33.7 (9.0) 37.3 21.2 16.6 

Relative 32.5 (7.9) 30.6 11.4 (2.5) 

Source: Bloomberg 

 
 

 
Source: Bloomberg 

 

 

 

 
Ceiling for coal price of USD70.00/tonne for domestic power plants. On 7 

Mar, MEMR issued Ministry Decree No.1395 K/30/MEM/2018 to regulate the 
selling prices of coal with CV of 6,322kcal/kg GAR to domestic coal power 
plants. The ceiling was set at USD70/tonne or based on the domestic HBA, 
whichever is lower.  

The selling price for coal with lower CV and quality was adjusted proportionally 
according to the CV of the coal. The ceiling coal price for domestic power plants 
is valid during 2018-2019, with maximum coal sales volume of 100m tonnes pa. 
At the end of 2019, the ceiling for coal selling price and maximum sales pa 
would be reviewed. 

Allowance for an increase in coal production of 10% from original coal 
production plan. MEMR also stated that coal companies that fulfil the 

minimum domestic market obligation of 25% and the ceiling for coal selling 
price for domestic coal-fired power plants would be able to receive a 10% 
increase in coal production from their original approved production plan. 

FY18F-19F earnings cut by 14% and 11.8% respectively. We fine-tune our 

FY18F-19F assumptions to factor in the impact of the ceiling coal price to 
domestic power plants for 2018-2019 for 25% of Harum Energy’s coal 
production. This is higher than its current coal sales to PLN of 0% of its total 
coal production. This has resulted in a cut in our FY18F-19F earnings of 14% 
and 11.8% respectively.  

Reiterate BUY call with revised TP of IDR3,300. Our DCF-derived TP of 

IDR3,300 implies FY18F P/E of 11x. We maintain our BUY call on the back of 
undemanding valuations and potential accretive acquisitions. With its strong 
cash flows and net cash position, we believe Harum Energy may look for 
accretive acquisitions ahead. 

Key risks to our BUY call include lower-than-expected coal prices, significant 
increases in oil prices, unfavourable government policies domestically, and 
unfavourable policies on coal in China. 

 
 

 

Source: Company data, RHB 

Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Total turnover (USDm) 249 217 340 407 506

Reported net profit (USDm) (19.2) 13.3 43.8 57.1 76.8

Recurring net profit (USDm) (6.0) 19.1 43.8 57.1 76.8

Recurring net profit growth (%) (143.0) 0.0 129.8 30.3 34.6

Recurring EPS (USD) (0.00) 0.01 0.02 0.02 0.03

DPS (USD) na na na na na

Recurring P/E (x) na 27.8 12.1 9.3 6.9

P/B (x) 1.95 1.88 1.63 1.38 1.15

P/CF (x) na 13.5 10.8 8.1 6.3

Dividend Yield na na na na na

EV/EBITDA (x) 37.4 8.6 4.1 2.8 1.6

Return on average equity (%) (6.9) 4.8 14.4 16.1 18.2

Net debt to equity net cash net cash net cash net cash net cash

Our vs consensus EPS (adjusted) (%)   (3.5) 1.8 30.8
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Financial Exhibits 
 

Financial model updated on: 2018-03-11.  

Asia 

Indonesia 

Basic Materials 

Harum Energy 

Bloomberg HRUM IJ 

Buy  

 

Valuation basis 

We use DCF as the main valuation method because 
we want to factor in the impact of long-term 
sustainable coal prices. We also use P/E as a 
corroborative valuation. 
 

Key drivers 

Our TP is mostly sensitive to changes in: 
i. Coal sales volume; 
ii. Coal price; 
iii. Oil prices. 

 

Key risks 

i. A significant drop in coal prices; 
ii. Weaker-than-expected coal demand; 
iii. A significant increase in oil prices. 

 

Company Profile 

Harum Energy, established in 1995, is a holding 
company that has successfully expanded its portfolio 
of businesses in coal mining and logistics activities in 
East Kalimantan. One of Harum Energy’s key 
strengths is its vertically integrated supply chain 
linking its mine-sites through to the offshore vessel 
loading. The company produces bituminous coal with 
a low sulphur and low ash content that ensures a wide 
acceptance amongst buyers. It exports to buyers in 
the established coal importing markets of China, India, 
Japan, South Korea, Taiwan and Malaysia, where 
multiple-year long-term contracts are held with many 
blue-chip buyers. 
 

 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company data, RHB  
 
  

Financial summary Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Recurring EPS (USD) (0.00) 0.01 0.02 0.02 0.03

EPS (USD) (0.01) 0.00 0.02 0.02 0.03

BVPS (USD) 0.10 0.11 0.12 0.14 0.17

Weighted avg adjusted shares (m) 2,687 2,671 2,671 2,671 2,671

Valuation metrics Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Recurring P/E (x) na 27.8 12.1 9.3 6.9

P/E (x) na 39.7 12.1 9.3 6.9

P/B (x) 1.95 1.88 1.63 1.38 1.15

FCF Yield (%) (1.2) 7.2 8.3 11.0 14.5

EV/EBITDA (x) 37.4 8.6 4.1 2.8 1.6

EV/EBIT (x) 697 11 5 3 2

Income statement (USDm) Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Total turnover 249 217 340 407 506

Gross profit 46 68 112 135 170

EBITDA 11 43 80 98 127

Depreciation and amortisation (10) (11) (10) (11) (11)

Operating profit 1 32 70 88 116

Net interest 1 1 4 4 5

Income from associates & JVs (4) (3) (2) 1 3

Pre-tax profit (18) 29 72 92 124

Taxation (1) (11) (18) (22) (30)

Minority interests (0) (5) (10) (13) (17)

Recurring net profit (6) 19 44 57 77

Cash flow (USDm) Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Change in working capital 4 13 (5) (3) (4)

Cash flow from operations (5) 39 49 65 84

Capex (2) (1) (5) (7) (7)

Cash flow from investing activities (2) (5) (9) (14) (16)

Dividends paid (0) 0 0 0 0

Cash flow from financing activities 1 1 (41) 13 17

Cash at beginning of period 201 196 231 231 296

Net change in cash (6) 35 (0) 65 86

Ending balance cash 196 231 231 296 381

Balance sheet (USDm) Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Total cash and equivalents 196 231 231 296 381

Tangible fixed assets 99 89 84 80 76

Total investments 8 6 5 7 11

Total other assets 49 50 55 59 64

Total assets 381 413 419 494 595

Other liabilities 5 5 5 5 5

Total liabilities 37 58 61 65 72

Shareholders' equity 272 282 326 383 460

Minority interests 71 73 33 46 63

Total equity 343 355 359 429 523

Net debt (196) (231) (231) (296) (381)

Total liabilities & equity 381 413 419 494 595

Key metrics Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Revenue growth (%) (47.8) (12.9) 56.6 19.6 24.4

Recurrent EPS growth (%) (143.3) 0.0 129.8 30.3 34.6

Gross margin (%) 18.4 31.3 33.0 33.1 33.7

Operating EBITDA margin (%) 4.3 19.7 23.5 24.2 25.0

Net profit margin (%) (7.7) 6.1 12.9 14.0 15.2

Capex/sales (%) 0.7 0.6 1.5 1.7 1.4

Interest cover (x) 0.25 20.49 44.20 55.63 73.40
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Figure 1:  Changes in our forecasts  

 
Source: RHB 

 
 

  

USD m

FY18F FY19F FY18F FY19F FY18F FY19F

Average coal price (USD per tonne) (Newcastle. CV of 6,000kcal/kg) 95 89 95 89 0.0% 0.0%

Average oil price (USD per barrel) 67 63 67 63 0.0% 0.0%

Coal production volume (m tonnes) 5.8 8.2 5.8 8.2 0.0% 0.0%

Purchased coal volume (m tonnes) 0.8 0.8 0.8 0.8 0.0% 0.0%

Sales coal volume (m tonnes) 6.1 7.8 6.1 7.8 0.0% 0.0%

Revenue 426 523 407 506 -4.5% -3.2%

Gross profit 150 187 135 170 -10.3% -9.0%

Operating profit 103 132 88 116 -14.7% -12.5%

Net profit (net of minority interests) 66 87 57 77 -14.0% -11.8%

Previous forecasts Current forecasts Change (%)
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SWOT Analysis 
 

 Its vertically integrated supply chain linking its mine-
sites through to the offshore vessel loading 

 It owns or has preferential access to key 
infrastructure, such as hauling roads, processing 
plants, ports, fleet of tugboats and barges, and 
floating cranes 

  Growing concerns 
over the 
environmental 
impact of carbon 
emissions in its 
export destination 
countries 

    

 Its JV, Santan 
Batubara, may 
resume coal 
production 

 

   

    

  Limited coal reserves 

 Limited domestic customers. It relies on the export 
market 

 

 

Recommendation Chart 

 
Source: RHB, Bloomberg 

 

 
Source: RHB, Bloomberg 
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 Recommendations & Target Price

Buy Neutral Sell Trading Buy Take Profit Not Rated

Date Recommendation Target Price Price

2018-01-26 Buy 3,500 3,380

2017-08-01 Buy 2,800 2,320

2017-05-02 Buy 3,000 2,500

2017-04-03 Buy 2,800 2,470

2017-03-02 Buy 2,800 2,200

2015-11-04 Not Rated na 860

2014-11-03 Sell 1,370 1,530

2014-07-31 Neutral 2,250 2,110

2014-05-02 Neutral 2,290 2,275

2013-11-05 Neutral 2,720 3,325
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RHB Guide to Investment Ratings 
 
Buy: Share price may exceed 10% over the next 12 months 
Trading Buy: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain 
Neutral: Share price may fall within the range of +/- 10% over the next 12 months  
Take Profit: Target price has been attained. Look to accumulate at lower levels 
Sell: Share price may fall by more than 10% over the next 12 months 
Not Rated: Stock is not within regular research coverage 
 

Investment Research Disclaimers 

RHB has issued this report for information purposes only. This report is intended for circulation amongst RHB and its affiliates’ clients generally or such 

persons as may be deemed eligible by RHB to receive this report and does not have regard to the specific investment objectives, financial situation and 

the particular needs of any specific person who may receive this report.  This report is not intended, and should not under any circumstances be construed 

as, an offer or a solicitation of an offer to buy or sell the securities referred to herein or any related financial instruments. 

This report may further consist of, whether in whole or in part, summaries, research, compilations, extracts or analysis  that has been prepared by RHB’s 

strategic, joint venture and/or business partners. No representation or warranty (express or implied) is given as to the accuracy or completeness of such 

information and accordingly investors should make their own informed decisions before relying on the same. 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 

country or other jurisdiction where such distribution, publication, availability or use would be contrary to the applicable laws or regulations. By accepting 

this report, the recipient hereof (i) represents and warrants that it is lawfully able to receive this document under the laws and regulations of the jurisdiction 

in which it is located or other applicable laws and (ii) acknowledges and agrees to be bound by the limitations contained herein. Any failure to comply with 

these limitations may constitute a violation of applicable laws. 

All the information contained herein is based upon publicly available information and has been obtained from sources that RHB believes to be reliable and 

correct at the time of issue of this report. However, such sources have not been independently verified by RHB and/or its affiliates and this report does not 

purport to contain all information that a prospective investor may require. The opinions expressed herein are RHB’s present opinions only and are subject 

to change without prior notice. RHB is not under any obligation to update or keep current the information and opinions expressed herein or to provide the 

recipient with access to any additional information. Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, as to the 

adequacy, accuracy, reliability, fairness or completeness of the information and opinion contained in this report. Neither RHB (including its officers, 

directors, associates, connected parties, and/or employees) nor does any of its agents accept any liability for any direct, indirect or consequential losses, 

loss of profits and/or damages that may arise from the use or reliance of this research report and/or further communications given in relation to this report. 

Any such responsibility or liability is hereby expressly disclaimed. 

Whilst every effort is made to ensure that statement of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion 

and other subjective judgments contained in this report are based on assumptions considered to be reasonable and must not be construed as a 

representation that the matters referred to therein will occur. Different assumptions by RHB or any other source may yield substantially different results 

and recommendations contained on one type of research product may differ from recommendations contained in other types of research. The 

performance of currencies may affect the value of, or income from, the securities or any other financial instruments referenced in this report. Holders of 

depositary receipts backed by the securities discussed in this report assume currency risk. Past performance is not a guide to future performance. Income 

from investments may fluctuate. The price or value of the investments to which this report relates, either directly or indirectly, may fall or rise against the 

interest of investors. 

This report does not purport to be comprehensive or to contain all the information that a prospective investor may need in order to make an investment 

decision. The recipient of this report is making its own independent assessment and decisions regarding any securities or financial instruments referenced 

herein. Any investment discussed or recommended in this report may be unsuitable for an investor depending on the investor’s specific investment 

objectives and financial position. The material in this report is general information intended for recipients who understand the risks of investing in financial 

instruments. This report does not take into account whether an investment or course of action and any associated risks are suitable for the recipient. Any 

recommendations contained in this report must therefore not be relied upon as investment advice based on the recipient's personal circumstances. 

Investors should make their own independent evaluation of the information contained herein, consider their own investment objective, financial situation 

and particular needs and seek their own financial, business, legal, tax and other advice regarding the appropriateness of investing in any securities or the 

investment strategies discussed or recommended in this report. 

This report may contain forward-looking statements which are often but not always identified by the use of words such as “believe”, “estimate”, “intend” 

and “expect” and statements that an event or result “may”, “will” or “might” occur or be achieved and other similar expressions. Such forward-looking 

statements are based on assumptions made and information currently available to RHB and are subject to known and unknown risks, uncertainties and 

other factors which may cause the actual results, performance or achievement to be materially different from any future results, performance or 

achievement, expressed or implied by such forward-looking statements. Caution should be taken with respect to such statements and recipients of this 

report should not place undue reliance on any such forward-looking statements. RHB expressly disclaims any obligation to update or revise any forward-

looking statements, whether as a result of new information, future events or circumstances after the date of this publication or to reflect the occurrence of 

unanticipated events. 

The use of any website to access this report electronically is done at the recipient’s own risk, and it is the recipient’s sole responsibility to take precautions 

to ensure that it is free from viruses or other items of a destructive nature. This report may also provide the addresses of, or contain hyperlinks to, 

websites. RHB takes no responsibility for the content contained therein. Such addresses or hyperlinks (including addresses or hyperlinks to RHB own 

website material) are provided solely for the recipient’s convenience. The information and the content of the linked site do not in any way form part of this 

report. Accessing such website or following such link through the report or RHB website shall be at the recipient’s own risk. 

This report may contain information obtained from third parties. Third party content providers do not guarantee the accuracy, completeness, timeliness or 
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availability of any information and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results 

obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not limited to, any warranties of 

merchantability or fitness for a particular purpose or use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary, 

compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in 

connection with any use of their content.  

The research analysts responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or 

her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and autonomously. 

The research analysts that authored this report are precluded by RHB in all circumstances from trading in the securities or other financial instruments 

referenced in the report, or from having an interest in the company(ies) that they cover. 

RHB and/or its affiliates and/or their directors, officers, associates, connected parties and/or employees, may have, or have had, interests in the securities 

or qualified holdings, in subject company(ies) mentioned in this report or any securities related thereto and may from time to time add to or dispose of, or 

may be materially interested in, any such securities. Further, RHB and/or its affiliates may have, or have had, business relationships with the subject 

company(ies) mentioned in this report and may from time to time seek to provide investment banking or other services to the subject company(ies) 

referred to in this research report. As a result, investors should be aware that a conflict of interest may exist. 

The contents of this report is strictly confidential and may not be copied, reproduced, published, distributed, transmitted or passed, in whole or in part, to 

any other person without the prior express written consent of RHB and/or its affiliates. This report has been delivered to RHB and its affiliates’ clients for 

information purposes only and upon the express understanding that such parties will use it only for the purposes set forth above. By electing to view or 

accepting a copy of this report, the recipients have agreed that they will not print, copy, videotape, record, hyperlink, download, or otherwise attempt to 

reproduce or re-transmit (in any form including hard copy or electronic distribution format) the contents of this report. RHB and/or its affiliates accepts no 

liability whatsoever for the actions of third parties in this respect. 

The contents of this report are subject to copyright.  Please refer to Restrictions on Distribution below for information regarding the distributors of this 

report.  Recipients must not reproduce or disseminate any content or findings of this report without the express permission of RHB and the distributors. 

The securities mentioned in this publication may not be eligible for sale in some states or countries or certain categories of investors. The recipient of this 

report should have regard to the laws of the recipient’s place of domicile when contemplating transactions in the securities or other financial instruments 

referred to herein. The securities discussed in this report may not have been registered in such jurisdiction. Without prejudice to the foregoing, the 

recipient is to note that additional disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this 

report. 

The term “RHB” shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, 

or, in every other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related companies. 

 

RESTRICTIONS ON DISTRIBUTION 
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This report is issued and distributed in Malaysia by RHB Research Institute Sdn Bhd. The views and opinions in this report are our own as of the date 

hereof and is subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a 

recipient, our obligations owed to such recipient therein are unaffected. RHB Research Institute Sdn Bhd has no obligation to update its opinion or the 

information in this report.  

 

Thailand 

This report is issued and distributed in the Kingdom of Thailand by RHB Securities (Thailand) PCL, a licensed securities company that is authorised by the 

Ministry of Finance, regulated by the Securities and Exchange Commission of Thailand and is a member of the Stock Exchange of Thailand. The Thai 

Institute of Directors Association has disclosed the Corporate Governance Report of Thai Listed Companies made pursuant to the policy of the Securities 

and Exchange Commission of Thailand. RHB Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate Governance 

Report of Thai Listed Companies. 
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This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This research does not constitute an offering document and it should not 

be construed as an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, in Indonesia or to any Indonesian citizen or 

corporation (wherever located) or to any Indonesian resident in a manner which constitutes a public offering under Indonesian laws and regulations must 

comply with the prevailing Indonesian laws and regulations. 

 

Singapore 

This report is issued and distributed in Singapore by RHB Research Institute Singapore Pte Ltd  and it may only be distributed in Singapore to accredited 

investors, expert investors and institutional investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as 

amended from time to time. By virtue of distribution to these categories of investors, RHB Research Institute Singapore Pte Ltd  and its representatives are 

not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to disclosure of RHB Research Institute Singapore 

Pte Ltd ’s interest and/or its representative's interest in securities). Recipients of this report in Singapore may contact RHB Research Institute Singapore 

Pte Ltd in respect of any matter arising from or in connection with the report. 
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Hong Kong 

This report is issued and distributed in Hong Kong by RHB Securities Hong Kong Limited (興業僑豐證券有限公司) (CE No.: ADU220) (“RHBSHK”) which is 

licensed in Hong Kong by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) regulated activities. 

Any investors wishing to purchase or otherwise deal in the securities covered in this report should contact RHBSHK. RHBSHK is a wholly owned 

subsidiary of RHB Hong Kong Limited; for the purposes of disclosure under the Hong Kong jurisdiction herein, please note that RHB Hong Kong Limited 

with its affiliates (including but not limited to RHBSHK) will collectively be referred to as “RHBHK.”  RHBHK conducts a full-service, integrated investment 

banking, asset management, and brokerage business.  RHBHK does and seeks to do business with companies covered in its research reports.  As a 

result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this research report.  Investors should 

consider this report as only a single factor in making their investment decision.  Importantly, please see the company-specific regulatory disclosures below 

for compliance with specific rules and regulations under the Hong Kong jurisdiction. Other than company-specific disclosures relating to RHBHK, this 

research report is based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be 

relied on as such. 

 

United States 

This report was prepared by RHB and is being distributed solely and directly to “major” U.S. institutional investors as defined under, and pursuant to, the 

requirements of Rule 15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the “Exchange Act”). Accordingly, access to this report via 

Bursa Marketplace or any other Electronic Services Provider is not intended for any party other than “major” US institutional investors, nor shall be 

deemed as solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the United States and does not offer brokerage services to U.S. 

persons.  Any order for the purchase or sale of the securities discussed herein that are listed on Bursa Malaysia Securities Berhad must be placed with 

and through Auerbach Grayson (“AG”). Any order for the purchase or sale of all other securities discussed herein must be placed with and through such 

other registered U.S. broker-dealer as appointed by RHB from time to time as required by the Exchange Act Rule 15a-6. This report is confidential and not 

intended for distribution to, or use by, persons other than the recipient and its employees, agents and advisors, as applicable. Additionally, where research 

is distributed via Electronic Service Provider, the analysts whose names appear in this report are not registered or qualified as research analysts in the 

United States and are not associated persons of Auerbach Grayson AG or such other registered U.S. broker-dealer as appointed by RHB from time to 

time and therefore may not be subject to any applicable restrictions under Financial Industry Regulatory Authority (“FINRA”) rules on communications with 

a subject company, public appearances and personal trading. Investing in any non-U.S. securities or related financial instruments discussed in this 

research report may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. 

Securities and Exchange Commission. Information on non-U.S. securities or related financial instruments may be limited. Foreign companies may not be 

subject to audit and reporting standards and regulatory requirements comparable to those in the United States. The financial instruments discussed in this 

report may not be suitable for all investors. Transactions in foreign markets may be subject to regulations that differ from or offer less protection than those 

in the United States. 

 

OWNERSHIP AND MATERIAL CONFLICTS OF INTEREST 

Malaysia 

RHB does not have qualified shareholding (1% or more) in the subject company (ies) covered in this report except for: 

a) - 

RHB and/or its subsidiaries are not liquidity providers or market makers for the subject company (ies) covered in this report except for: 

a) - 

RHB and/or its subsidiaries have not participated as a syndicate member in share offerings and/or bond issues in securities covered in this report in the 

last 12 months except for: 

a) - 

RHB has not provided investment banking services to the company/companies covered in this report in the last 12 months except for: 

a) - 

 

Thailand 

RHB Securities (Thailand) PCL and/or its directors, officers, associates, connected parties and/or employees, may have, or have had, interests and/or 

commitments in the securities in subject company(ies) mentioned in this report or any securities related thereto. Further, RHB Securities (Thailand) PCL 

may have, or have had, business relationships with the subject company(ies) mentioned in this report. As a result, investors should exercise their own 

judgment carefully before making any investment decisions. 

 

Indonesia 

PT RHB Sekuritas Indonesia is not affiliated with the subject company(ies) covered in this report both directly or indirectly as per the definitions of affiliation 

above. Pursuant to the Capital Market Law (Law Number 8 Year 1995) and the supporting regulations thereof, what constitutes as affiliated parties are as 

follows:  

1. Familial relationship due to marriage or blood up to the second degree, both horizontally or vertically; 

2. Affiliation between parties to the employees, Directors or Commissioners of the parties concerned; 

3. Affiliation between 2 companies whereby one or more member of the Board of Directors or the Commissioners are the same; 

4. Affiliation between the Company and the parties, both directly or indirectly, controlling or being controlled by the Company; 

5. Affiliation between 2 companies which are controlled, directly or indirectly, by the same party; or 
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6. Affiliation between the Company and the main Shareholders. 

PT RHB Sekuritas Indonesia is not an insider as defined in the Capital Market Law and the information contained in this report is not considered as insider 

information prohibited by law. Insider means: 

a. a commissioner, director or employee of an Issuer or Public Company; 

b. a substantial shareholder of an Issuer or Public Company; 

c. an individual, who because of his position or profession, or because of a business relationship with an Issuer or Public Company, has access to 

inside information; and 

d. an individual who within the last six months was a Person defined in letters a, b or c, above. 

 

Singapore 

RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or associated companies do not make a market in any securities covered in this 

report, except for: 

(a) - 

The staff of RHB Research Institute Singapore Pte Ltd and its subsidiaries and/or its associated companies do not serve on any board or trustee positions 

of any issuer whose securities are covered in this report, except for: 

(a) - 

RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or its associated companies do not have and have not within the last 12 months had 

any corporate finance advisory relationship with the issuer of the securities covered in this report or any other relationship (including a shareholding of 1% 

or more in the securities covered in this report) that may create a potential conflict of interest, except for: 

(a)  - 

 

Hong Kong 

The following disclosures relate to relationships between RHBHK and companies covered by Research Department of RHBSHK and referred to in this 

research report: 

RHBSHK hereby certifies that no part of RHBSHK analyst compensation was, is or will be, directly or indirectly, related to the specific recommendations or 

views expressed in this research report. 

RHBHK had an investment banking services client relationships during the past 12 months with:  -. 

RHBHK has received compensation for investment banking services, during the past 12 months from:  -. 

RHBHK managed/co-managed public offerings, in the past 12 months for:  -. 

On a principal basis. RHBHK has a position of over 1% market capitalization of:  -. 

 

Additionally, please note the following:  

Ownership and material conflicts of interest:  RHBSHK policy prohibits its analysts and associates reporting to analysts from owning securities of any 

company covered by the analyst.  

Analyst as officer or director: RHBSHK policy prohibits its analysts, and associates reporting to analysts from serving as an officer, director, advisory 

board member or employee of any company covered by the analyst.  

RHBHK salespeople, traders, and other non-research professionals may provide oral or written market commentary or trading strategies to RHB clients 

that reflect opinions that are contrary to the opinions expressed in this research report. 

This research report is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 

illegal.  It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 

individual clients.  Clients should consider whether any advice or recommendation in this research report is suitable for their particular circumstances and, 

if appropriate, seek professional advice, including tax advice. 
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