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United Tractors (UNTR)

On the right track to deliver record earnings

More bullish guidance on HE sales & OB removal

Recently, UNTR officially revised up its FY22 heavy equipment (HE) sales
guidance to 4,800 units (from 3,700 units set at the beginning of the year) given
encouraging discussion with principal Komatsu. The revised guidance implied a
monthly sales of ~350 units from Jun to Dec2022. UNTR’s 5M22 HE sales were
2,400 units (+123% YoY and 53% of our FY22F at 4,500 units). In conjunction,
UNTR also projected a more bullish OB removal at 10% YoY growth (vs. low
teens previously) considering PAMA’'s 5M22 achievement of 354.2mn bcm (+7%
YoY and 36% of our FY22F estimate). For its own coal mines and gold mines
(Martabe), 5M22 production represents 46% and 34% of our FY22F estimates,
respectively. Refer to Table 1 for 5M22 operational data.

Expect decent 2Q22 earnings reported at the end of the month

Considering sustainably strong outlook on coal sector in general (i.e. Newcastle
coal price +140% YTD and ICI4 +30% YTD) and recent trajectory of its 5M22
operational results, we expect UNTR to record ~IDR4tn 2Q22 earnings (down ~8%
QoQ), bringing its 1H22 earnings to IDR8.4tn (+84% YoY, 60% of our FY22F
estimate). Refer to Table 2 for 2Q22 financial and operational results review.

Share buyback program implied attractive valuation

UNTR announced its share buyback program between 13Jul2022 and
120ct2022 with an allocated budget of IDR5tn, equivalent to buy max. ~4.9% of
total shares if done at 12Jul2022 closing price. Since the announcement, UNTR
stock has increased by 7.1%, indicating an attractive valuation amid a generally
bearish tone on global market.

Reiterate BUY call on UNTR as a must-own commodity proxy

We leave our current DCF valuation on UNTR unchanged at IDR140tn (or
equivalent to IDR37,500/share), implying a 10x FY22F PE (at its 5-year historical
average). UNTR currently trades at 7.7xFY22F with an expected avg of ~15%
ROE in the next 3 years. Moreover, UNTR has a sizable IDR 29.6tn net cash
position as of end Mar2022 which allows them to seek inorganic growth from
other minerals or renewable projects when opportunities arise.

2020A 2021A 2022F 2023F 2024F
Sales (IDR bn) 60,347 79,460 94,503 85,957 79,180
GP (IDR bn) 12,989 19,664 23,604 19,666 16,271
OP (IDR bn) 8,294 14,875 18,454 14,552 11,164
NP (IDR bn) 6,003 10,279 13,900 11,121 9,195
EBITDA (IDR bn) 18,240 23,640 25,476 22,026 18,714
Net debt (IDR bn) (8,017) (24,135) (24,884) (29,166) (34,331)
OP margin (%) 30.2 29.8 27.0 25.6 23.6
ROE (%) 10.1 16.0 19.1 14.0 11.0
Dividend yield (%) 2.2 4.3 6.5 5.2 4.3
EPS (IDR) 1,609 2,756 3,726 2,981 2,465
chg. (%, YoY) (46.9) 71.2 35.2 (20.0) (17.3)
BPS (IDR) 16,162 18,380 20,720 21,939 22,983
DPS (IDR) 644 1,240 1,863 1,491 1,232
PE (x) 17.9 10.5 77 9.7 11.7
PB (x) 1.8 16 1.4 13 13

EV/EBITDA (x) 54 35 3.2 35 39
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Stock Data
JCI (Jul 18) 6,659
Stock price (Jul 18, IDR) 28,850
Market cap (IDR bn) 107,614
Shares outstanding (mn) 3,730
52-week high/low (IDR) 33,375/ 18,550
6M avg. daily turnover (IDR bn) 159.3
Free float (%) 40.4
Major shareholders (%)
Astra International Tbk 59.5
Performance

1M 6M 12M
Absolute (%) (24) 273 57.8
Relative to JCI (%) 44 21.2 36.3
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. Table 1.

UNTR's 5M22 operational results

Heavyequipmentsales Komatsu unit 285 368 338 -8% 19% 1,076 2,400 123% 53%
Coal delivered ~ mn't 1.0 8.6 8.1 6%  -26%' 469 ' 406 -13% 34%
Mining contracting OB Removal mn bem 80.2 740 728 -2% 9% " 32957 3542 7% 36%
Strip ratio X 7.3 8.6 9.0 7.0 8.7
Coal mining Production mn t 0.8 10 12 10% 43%" 557 51 6% 46%
Gold mining Production k oz 28 23 23 0%  -18%' 1487 120 -19% 34%
Source: Company’s data, KISI
. Table 2. UNTR's 2Q22 operational and financial results preview
Revenue 19,413 27,979 26,714 -5% 38% 37,311 54,692 47% 58%
Gross Profit 4,488 7,037 6,812 -3% 52% 8,024 13,849 73% 59%
Operating Profit 3,495 5,884 5,610 -5% 61% 6,037 11,494 90% 62%
NetIncome 2,649 4,321 3,986 -8% 50% 4516 8,306 84% 60%
5.1% 4.1%
GPM 23.1% 252% 25.5% 21.5% 25.3%
OPM 18.0% 21.0%r 21.0% 16.2% 21.0%
NPM 13.6% 15.4% 14.9% 12.1% 15.2%
4.4% 5.6%
Heawyequipment units 673 1,694 1,056 -38% 57% 1,361 2,750 102% 61%
Coal delivered mn tonnes 30 r 24 25 5% -18% 58 49 -15% 41%
OB removal mn bcm 218 r 207 219 6% 0% 409 426 4% 43%
Stripping ratio  x Y 727 877 88 1% 22% 717 87
Coal mining mn tonnes 26" 29 3.2 8% 24% 6.3 6.1 -2% 55%
Gold mining k oz 81 r 74 69 -7% -14% 176 143 -19% 41%
Source: Company’s data, KISI
Fig1. UNTR's PE band Fig2. UNTR's EV/EBITDA band
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Fig 3. HE sales vs. Indonesia coal reference price (HBA) trend
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Fig4. UNTR’s HE sales breakdown per sector Fig5. UNTR’s HE sales contribution per sector
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Fig 6. UNTR's revenue breakdown Fig7. UNTR's op. profit breakdown
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Company Overview

PT United Tractors Tbk (“UNTR”) was established in 1972 in Jakarta as a heavy
equipment distributor and reached an important milestone on 19 Sep 1989 by
listing its shares on the Indonesia Stock Exchange. The Company is a
subsidiary of PT Astra International Tbk (“ASII”) and has expanded its business
to mining contracting, mining, general contracting services, and power plant.
The Company’s head office is located in Jakarta with 20 branches, 38 site
supports, 25 representative offices, and other service points in various strategic
provinces and cities around Indonesia.

Fig 8. UNTR’s group structure
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Balance sheet (IDR bn) Income statement (IDR bn)
FY-ending Dec. 2020A 2021A 2022F 2023F 2024F FY-ending Dec. 2020A 2021A  2022F 2023F 2024F
Current assets 44,196 60,604 73,832 73,141 75737 Sales 60,347 79460 94,503 85,957 79,180
Cash & cash equivalent 20,499 33,322 31,571 33,871 38,786 COGS (47,357) (59,796) (70,899) (66,291) (62,909)
Accounts & other receivables 10,138 12,207 23,302 21,195 19,524 Gross profit 12,989 19,664 23,604 19,666 16,271
Inventories 8,197 9,660 13,597 12,713 12,065 SG&A expense (4,695) (4,789) (5,150) (5,114) (5,107)
Others 5362 5415 5362 5362 5362 gperating profit 8294 14,875 18454 14552 11,164
Non-current assets 55,605 51,957 54,686 56,948 57,323 . L
Financial income
Fixed assets 37,280 32,382 35,110 37,373 37,747 .
Interest income 759 872 898 990 1,065
Other non-current assets 18,326 19,575 19,575 19,575 19,575
Financial expense
Total assets 99,801
112,561 128,517 130,089 133,059 Interest expense (15400 (754)  (556)  (399)  (321)
Current liabilities 20,944 30,489 37,486 34,408 33,000
Other non-operating profit (824) (980) (738) (735) -
Accounts & other payables 10,273 14,518 24,280 22,702 21,544 | f WV
ncome from JVs,
ST debt 4,045 6,205 4205 2705 2455 associates, subsidiaries 323 449 700 600 500
Current portion of LT debt Earnings before tax 7,011 14,462 18,759 15,008 12,409
Others 6,626 9,766 9,000 9,000 9,000 Income taxes (1,379) (3,854) (4,127) (3,302) (2,730)
Non-current liabilities 15,710 10,249 9,749 9,267 9,267 Net profit 6,003 10,279 13,900 11,121 9,195
LT debt & financial liabilities 8,436 2,982 2,482 2,000 2,000 Non-controlling interest 371 (329) (732) (585) (484)
Employee benefits liability Other comprehensive profit
Other non-current liabilities 7,274 7,268 7,268 7,268 7,268 Total comprehensive profit
Total liabilities 36,654 40,739 47,235 43,675 42,267 Total comprehensive
L profit of controlling
Controlling interest interest
Capital stock 933 933 933 933 933 EBITDA 18,240 23,640 25476 22026 18,714
Additional paid-in capital 9,704 9,704 9,704 9,704 9,704
Other Reserves 156 1,250 1,332 1,332 1,332 . .
Key financial data
Retained earnings 49,493 56,673 65,320 69,866 73,761
. FY-ending Dec. 2020A 2021A 2022F 2023F 2024F
Minority interest 2,861 3,263 3,994 4,580 5,064
per share data (IDR)
Shareholders' equity 63,147 71,823 81,283 86,414 90,793 EPS 1609 2756 3726 2981 2465
BPS 16,162 18,380 20,720 21,939 22,983
Cash flow (IDRBN) — ppg 644 1240 1,863 1491 1,232
FY-ending Dec. (IDR bn) 2020A 2021A 2022F 2023F 2024F Growth (%)
C/F from operating 18,557 23,285 16,385 20,594 18,389 Sales growth (28.5) 317 18.9 (9.0) (7.9)
) OP growth (50.1) 79.3 24.1 (21.1) (23.3)
Net profit 6,003 10,279 13,900 11,121 9,195
NP growth (46.9) 71.2 35.2 (20.0) (17.3)
Depreciation 9,946 8,765 7,022 7,475 7,549 EBITDA growth (27.4) 206 78 (13.5) (15.0)
Net incr. in W/C 1,723 713 (5269) 1,413 1,161 Profitability (%)
OP margin 13.7 18.7 19.5 16.9 14.1
Others 885 3,528 732 585 484
NP margin 9.9 12.9 14.7 12.9 11.6
C/F from investing (2.594)  (3159) (10,382) (9,737)  (7.924) EBITDA margin 30.2 20.8 27.0 25.6 23.6
CAPEX (2,824) (3,061) (10,382) (9,737) (7,924) ROA 5.4 10.3 12.3 8.7 71
ROE 10.1 16.0 19.1 14.0 11.0
Others 229 (98) - - -
Dividend yield 2.2 43 6.5 5.2 4.3
C/F from financing (7,834) (7,420) (7,753) (8,557) (5,550) Dividend payout ratio 40.0 45.0 50.0 50.0 50.0
Incr. in equity - - - - - Stability
) 8,017 24,135 X s 2
Incr. in debts (1609) (2500) (2,500) (1,982) (250)  Netdebt(IDRbn) 8017) ¢ ) (24.884)  (29.166)  (34,331)
Int.-bearing debt/equity (%) 19.8 12.8 8.2 5.4 4.9
Dividends (3639) (3,013) (5,253) (6,575) (5,300) Valuation (X)
Others (2,586) (1,907) - - - PE 17.9 10.5 7.7 9.7 1.7
C/F from others PB 1.8 1.6 14 1.3 13
EV/EBITDA 5.4 35 32 35 3.9
Increase in cash 8,129 12,706 (1,751) 2,300 4,915
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Disclaimer
This Research Report ("Report™) is prepared by PT Korea Investment and Sekuritas Indonesia, or its subsidiaries or its affiliates ("KISI").

By receiving this Report, you confirm that: (a) you have previously requested KISI to deliver this Report to you and you are legally
entitled to receive the Report in accordance with Indonesian prevailing laws and regulations, and (b) you have fully read, understood and
agreed to be bound by and comply with the terms of this Report as set out below. Your failure to comply with the terms below may
constitute a violation of law.

All the material presented in this Report is under copyright to KISI. This Report is strictly confidential and is for private circulation only to
clients of KISI. This Report is being supplied to you strictly on the basis that it will remain confidential and that you will maintain its
confidentiality at all times. None of the parts of this material, nor its contents, may be copied, photocopied, or duplicated in any form of
by any means or altered in any way, or transmitted to, or distributed to any other party without prior written consent of KISI.

This Report is based on the information obtained by KISI from sources believed to be reliable, however KISI do not make representations
as to their accuracy, completeness or correctness. This Report is prepared for general circulation and for information purposes only and
under no circumstances should it be considered or intended as an offer to sell or a solicitation of an offer to buy the securities referred to
herein. KISI accepts no liability for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising from the
use of the material presented in this Report and further communication given or relied in relation to this document.

This Report is intended for circulation among KISTI' clients only and does not consider any specific investment objectives, financial situation

and the particular needs of any specific person who may receive this Report. The entire content of this Report is not and cannot not be

construed or considered as an offer, recommendation, invitation or solicitation to enter into any transaction (including trading and hedging)
relating to the securities, other financial instruments, and other form of investments issued or offered by the company(ies) covered in this

Report. It is your own responsibility to: (a) independently evaluate the content of this Report, (b) consider your own individual investment

objectives, financial situation and particular needs, and (c) consult your own professional and financial advisers as to the legal, business,

financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this Report.

This report is not to be relied upon in substitution for the exercise of independent judgement. Past performance and analysis should not
be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding
future performance. Information, valuations, opinions, forecasts, and estimates contained in this report reflects a judgment at its original
date of publication by KISI and are subject to change without notice, its accuracy is not guaranteed or it may be incomplete.

The views expressed in this Report reflect the personal views of the individual analyst(s) at KISI about the securities or company(ies)
mentioned in the Report and the compensation of the individual analyst(s), is, or will be directly or indirectly related to the performance of
KISI' activities. KISI prohibits the individual analyst(s) who prepared this Report from receiving any compensation, incentive or bonus
based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular company
(including those covered in the Report). However, the individual analyst(s) may receive compensation based on the scope of his/their
coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations.

In reviewing this Report, you should be aware that any or all of the above activities of KISI and its officers, directors and employees,
among other things, may give rise to real or potential conflicts of interest. KISI and its officers, directors and employees, including
persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time participate or invest
in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such
issuers, and/or have a position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other
investments related thereto. In addition, it may make markets in the securities mentioned in the material presented in this report. KISI
may, to the extent permitted by law, act upon or use the information presented herein, or the research or analysis on which they are
based, before the material is published.

Please note that the securities of the company(ies) covered in this Report might not be eligible for sale in all jurisdictions or to all
categories of investors. The availability of those securities and your eligibility to invest in those securities will be subject to, among others,
the prevailing laws of the relevant jurisdiction covering those securities. Furthermore, the value and income of any of the securities
covered in this Report can fall as well as rise and an investor (including you) may get back less than invested. Future returns are not
guaranteed, and a loss of original capital may be incurred.

PT Korea Investment and Sekuritas Indonesia is Securities Company Member of the Indonesia Stock Exchange, licensed, registered and
supervised by the Indonesia Financial Services Authority (Otoritas Jasa Keuangan).

©Copyright 2019, PT Korea Investment and Sekuritas Indonesia




