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Mitrabahtera Segara Sejati (MBSS)
AlPs well that ends well

Strong domestic coal production continues to fill up barges

Indonesian coal miners’ production is at a record-breaking pace and on track to
achieve Ministry of Energy & Mineral Resources (MOEMR)'s FY22 target of 663mn
tonnes (+6% YoY). 3Q22 domestic production of 184.6mn tonnes (+6% QoQ) is
the record high quarterly production ever, bringing 9M22 production volume to
511.8mn tonnes (+11.6% YoY, 77% of FY22 target). Based on seasonality, 4Q
production would historically be ~4-5% lower than 3Q due to weather. Nonetheless,
this strong coal production continues to be a boon for coal transportation services
companies as it keeps fleets utilization at an optimum level.

Fleet rejuvenation continues

To increase its operational efficiency, MBSS is in the process of rejuvenating its
fleet. YTD-22, MBSS has sold: 1) one floating crane barge unit “Ben Glory” on
22Jul2022 to Pelita Samudera Shipping (PSSI) for USD4.4mn and 2) two tug
boats. On the other hand, MBSS stands to receive delivery of 15 units of barges,
which are all expected to be fully operational by end of 2022 or early 1Q23. We
expect MBSS to operate 71 tug boats & barges sets and 5 floating cranes in FY23,
serving both coal and nickel-related sectors; which should translate to ~30% YoY
revenue growth next year.

Strong results to continue in 4Q22

MBSS’ financial performance continues to show significant improvement after a
weak 1Q22 (due to the maintenance and dockings of ~30% of its fleet). Given all
fleets are operational, MBSS managed to record 3Q22 revenue of USD24.8mn
(+10.4% QoQ) and saw its 3Q22 gross profit margin improve further to 33%
(+2ppts QoQ) resulting in 60% QoQ net profit jump to USD6.8mn. Refer to Table
1 for more details. For 4Q22, we expect further margin improvement to offset a
slight seasonal decline in barging volume, resulting in a flat QoQ net profit.

Reiterate BUY call offering 40% upside

We rolled forward our DCF valuation to arrive at MBSS’ fair value of USD206mn
(or equivalent to IDR1,800/share), implying 8x FY23F PE. High fleets utilization
should ensure MBSS generates above 33% gross margins (a level last seen in
2014) for years to come. We expect MBSS to deliver a sizable 48% CAGR
earnings between FY21 and FY24 from 1) steady business in coal sector and 2)
increasing contribution from nickel transport, which started in 3Q22. MBSS'’ strong
balance sheet (net cash of ~USD47mn at the end of Sep2022) and expected
strong operational cashflow generation of ~USD55mn p.a. between FY22 to FY24
should allow a sizable dividend payout from FY23 onwards.

2020A 2021A 2022F 2023F 2024F
Sales (USD mn) 54.9 73.4 86.7 117.7 141.9
GP (USD mn) 3.9 15.2 26.0 38.2 49.7
OP (USD mn) (6.7) 7.8 19.5 30.4 40.9
NP (USD mn) (15.0) 11.5 17.7 26.2 37.2
EBITDA (USD mn) 9.5 34.6 42.4 59.1 74.9
Net debt (USD mn) (10.2) (27.2) (65.5) (60.2) (66.3)
OP margin (%) (12.2) 10.6 22.5 25.9 28.8
ROE (%) (9.1) 7.1 10.0 13.7 18.0
Dividend yield (%) - - 8.9 13.1 -
EPS (USD) (0.0086) 0.0066 0.0101 0.0150 0.0213
chg. (%, YoY) NM NM 53.6 48.3 42.1
BPS (USD) 0.0896 0.0966 0.1051 0.1128 0.1231
DPS (USD) - - 0.0076 0.0112 0.0159
PE (x) (10.7) 13.8 8.9 5.7 4.0
PB (x) 1.0 0.9 0.9 0.8 0.7

EV/EBITDA (x) 17.0 41 22 16 12
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Fig 1. Indonesia's quarterly coal production Fig 2. Indonesia's coal production seasonality
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Fig 3. MBSS tug & barges units & revenue per tonne Fig4. MBSS floating crane units & revenue per tonne
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Fig 5. MBSS’ revenue breakdown trend Fig 6. MBSS’ GP & OP margins trend
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Revenue

Gross Profit
Operating Profit
Net Income

USD mn
USD mn
USD mn

GPM
OPM
NPM

204 225 24.8
5.7 7.0 8.2
4.8 54 6.9
38 42 6.8

277% 31.0% 33.0%
23.7% 241% 27.7%
188% 189% 27.5%

10.4% 21.8%
17.3% 44.8%
27.0% 42.2%
60.6% 78.1%

53.8 18.0%
11.0 179 62.9%
5.8 132 129.2%
41 115 178.8%
20.5% 28.3%
10.7% 20.8%
77% 181%

69.0%
67.7%
65.2%

Barging vol. 6.4 -1.5% 18.6 18.5
Barging rate USD# 21 24 30 22.8% 424%" 207 25 27.6% 101.4%
Barging revenue USD mn 13.6 16.2 190 17.3% 40.2% 36.9 469 26.9% 75.3%
No. of barges unit 54 54 54 0.0% 0.0% 54 54 0.0%
Est. utilization rate % 91% 94% 90% 87% 86%
FC vol. mnt 3.4 3.0 26 -13.3% -23.5% 8.6 7.8 -9.3% 67.2%
FC rate USD# 20 2.1 22 62% 11.1%"7 20" 21 82% 100.7%
FC revenue USD mn 6.8 6.3 5.8 -7.9%  -15.0% 16.8 16.5 -1.9% 67.7%
No. of FC unit 6 6 5 -16.7% -16.7% 6 5 -16.7% 100.0%
Source: Company, KISI
Table 2. MBSS’s DCF estimates
Assumptions Equity Value calculation
Beta 1.1 Enterprise value (USD mn) 146
Equity Risk Premium 5.0% Netdebt (USD mn) (60)
Risk Free Rate (RFR) 7.5% Equity Value (USD mn) 206
Cost of Equity 12.8% Shares outstanding (bn) 1.8
Costof Debt 8.0%
Tax 22.0% Equity value per share (IDR) 1,800
Cost of Debt (adjusted for tax) 6.2%
Equity Portion 81.7%
Debt Portion 18.3%
WACC 11.6%
DCF Valuation (USD mn) 2022F 2023F 2024F 2025F
EBITDA 424 59.1 749 81.0
Tax (1.6) (2.2) (2.7) (2.8)
Capex (12.0) (42.0) (42.0) (49.8)
Other expenditures (3.0) (10.5) (10.5) (12.5)
Free cash flow 25.8 4.4 19.7 16.0
TV in 2025 138.0
Source: KISI




Mitrabahtera Segara Sejati true Friend Korea Investment

Company update : 2
pany up & Sekuritas Indonesia
Fig 7. MBSS GP margin & est. utilization rate Fig 8. MBSS’ GP margin & est. utilization rate (quarterly)
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Fig 9. On aright track to significant earnings recovery Fig 10. MBSS’s EV/EBITDA band
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Table 3. Summary of changes in assumptions

Assumptions v Revised Previous
FY22F FY23F FY24F FY22F FY23F FY24F

Barging volume mn tonnes 249 33.2 427 275 30.6 431
Change (%) -9% 8% -1%

Floating crane volume mn tonnes | 116" 133" 14.8 146 16.6 16.6
Change (%) 21% -20% -11%

Barging rate pert USD/t é 257 277 26 2.3 25 25
Change (%) 10% 8% 3%

Floating crane rate per t usDHt é 217 217 2.2 2.1 2.1 2.2
Change (%) 0% 0% 0%

Revenue usbmn [ 867 7 1777 141.9 932 1214 144.3
Change (%) -7% -3% -2%

Gross profit usbmn [ 2607 382" 497 30.3 402 50.5
Change (%) -14% 5% 2%

Operating profit usbmn [ 1957 304 7 409 2138 32.1 38.9
Change (%) -11% -5% 5%

EBITDA usbmn [ 4247 591 7 74.9 46.0 63.0 724
Change (%) -8% 6% 3%

Net profit usbmn [ 177" 262" 37.2 205 273 37.3
Change (%) -14% 4% 0%

Target price IDR 1,800 1,750

Change (%) 3%

Recommendation BUY BUY
Source: KISI
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Company Overview

PT. Mitrabahtera Segara Sejati Tbk (MBSS) was established in 1994 as a shipping
company. Over time, MBSS expanded its facilities, fleets, and overall services to become
a leading Indonesian integrated maritime transportation and transshipment services
provider and successfully listed on the Indonesia Stock Exchange in 2011. MBSS
continues to provide integrated solutions and marine transport for bulk materials,
particularly coal for top-tier producers such as Adaro Energy, Cotrans, Kideco, Asia Bulk
Logistics, etc.

Fig 11. MBSS corporate structure per end of Dec2021

PT Galley Adhika
Arnawama

Public

82.5%

17.5%

PT Mitra Swire CTM PT Mitra Alam Segara Mitrabahtera Segara PT Mitra Hartono PT Transship Teknik

Sejati Sejati Pte. Ltd Sejati Solusi
70.0% 60.0% 100.0% 50.0% 99.0%

Source: Company’s presentation, KISI
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Balance sheet (USD mn) Income statement (USD mn)
FY-ending Dec. (US$ m) 2020A 2021A 2022F 2023F 2024F FY-ending Dec. (US$ m) 2020A 2021A 2022F 2023F 2024F
Current assets Sales 549 734 867 1177 1419
Cash & cash equivalent 35.2 27.2 771 1045 101.8 COGS (51.0) (58.2) (60.7) (79.4) (92.3)
Accounts & other receivables 12.1 10.8 159 218 255 Gross profit 3.9 152 26.0 382 497
Inventories 24 3.2 35 3.5 3.5 SG&A expense (10.6) (74) (65 (7.8) (8.8)
Others 4182 25 25 25 Qperating profit 67) 78 195 304  40.9

Non-current assets . s
Financial income

Fixed assets 140.7 132.6 120.7 133.7 1417 R
Interest income 0.7 0.3 1.0 1.7 20
Intangible assets - - - - - ] )
Financial expense
Investment properties - - - - R

Interest expense (2.3) 07) (1.0) (35 (2.8)
Other non-current assets 0.4 0.5 - - -
Other non-operating profit 6.0 5.6 0.2 0.2 0.2
Total assets 1949 1776 2196 266.0 275.0 P 9P ©0) 02 02 02
Current liabilities Earnings before tax (14.3) 13.0 19.3 284 39.9
Accounts & other payables 73 3.8 59 86 109 Final taxes 07 (09 (1) (15 (18
ST debt 6.0 7.0 8.0 9.0 10.0 Net profit (15.0) 11.5 17.7 26.2 37.2
Current portion of LT debt 15.6 - 1.8 2.3 8.9 Non-controlling interest 0.0 0.6 - - -
Others 26 22 10.5 10.5 10.5 Other comprehensive profit
Non-current liabilities Total comprehensive profit
LT debt 9.4 - 98 420 266 Total comprehensive profit of
controlling interest
Notes payable - - - - -
EBITDA 9.5 34.6 42.4 59.1 74.9
Employee benefits liability - - - - -
Other non-current liabilities 3.1 25 8.0 5.0 3.0
Total liabilities 441 15.5 43.9 774 698

Controlling interest Key financial data

Capital stock 26.7 26.7 26.7 267 267
" . . FY-ending Dec. 2020A 2021A 2022F 2023F 2024F
Additional paid-in capital 33.6 33.6 336 336 336
per share data (USD)
iti 3.7 3.5 1.2 . .
Other equities @7 (@5) 1-2) (-2) 12 EPS -0.0086 0.0066 0.0101 0.0150 0.0213
Retained earnings 88.2 99.7 1174 1303 147.9 BPS 00896 00966  0.1051 01128 01231
Minority interest 12.0 12.6 7.5 8.0 8.5 DPS - - 0.0076 0.0112 0.0159
Shareholders' equity 1448 1565 1765 1894 2070  Growth (%)
Sales growth (29.5) 33.8 18.1 35.8 20.6
Cash flow (USDmn)
OP growth NM NM 149.3 56.1 34.4
FY-ending Dec. (US$ m) 2020A 2021A 2022F 2023F 2024F NP growth NM NM 53.6 483 421
C/F from operating EBITDA growth (66.1) 265.4 227 39.3 26.7
TN
Net profit (150) 115 177 262 arp  rofitablity (%)
OP margin (12.2) 10.6 225 25.9 28.8
Depreciation 214 207 220 270 320 Np margin (27.3) 15.7 204 222 26.2
Net incr. in W/C 10.7 (8.6) 57 (33) (1.4) EBITDA margin 17.3 471 49.0 50.2 52.8
Others ) ) ) ) ; ROA (7.3) 6.2 8.9 10.8 13.8
ROE (9.1) 71 10.0 13.7 18.0
C/F from investing Dividend yield ; ; 89 132 ;
CAPEX (14.0) (8.4) (12.0) (42.0) (42.0) Dividend payout ratio - - - 75.0 75.0
Others 4.4 25 4.9 R B Stability
Net debt (US$ m) (10.2) (27.2) (65.5) (60.2) (66.3)
C/F from financing Int.-bearing debtiequity (%) 16.0 - 6.3 224 16.4
Incr. in equity - - - - - Valuation (X)
Incr. in debts ©5) (250) 116 327 (89 TE (10.7) 13.8 8.9 5.7 4.0
PB 1.0 0.9 0.9 0.8 0.7
ivi - - - 13.2 .
Dividends (132) (199 eviEpiTDA 169 4 2.1 16 12
Others (12.1) (0.7) - - -
C/F from others
Increase in cash (5.0) (8.0) 49.8 27.4 2.7)
I
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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 KISI’ 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



