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Buy INDYIJs, prefer INDYIJ’25 

Offered at 98.7 and 96.7, INDYIJ 5.875% ‘24 and INDYIJ 8.25% are 

trading at YTW of 6.7% and 9.7%, respectively.  INDYIJs continues to 

offer decent superior risk-return profile amongst Indonesia non-distressed 

HYs.  Indika’s credit profile has improved considerably over the past 18 

months on the back of substantial increase in ASP of thermal coal and 

disposals of MBSS and Petrosea.  Its disciplined diversification strategies 

and financial policy should help protect its credit profile against coal price 

volatility.  We maintain buy on INDYIJs.  Between ‘24 and ’25, we 

prefer ’25 for 270bps yield pick-up for c1-year maturity extension. 

   

 
 

Strong 1H22 results…… 

In 1H22, Indika’s revenue and EBITDA increased 66.5% and 149.6% to 

USD1.9bn and 624.2mn, respectively.  EBITDA margin, as a result, 

widened to 32% in 1H22 from 28% in FY21.  The strong results were 

mainly driven by the significant increase in Kideco’s ASP to USD81.5/ton 

in 1H22 from USD48.6/ton in 1H21.  This more than offset the 5.9% yoy 

decline in sales volume to 17mn tons.  We estimate its FY22 EBITDA to 

be cUSD1bn assuming Kideco’s ASP to be USD65/ton (vs. Indika’s 

budgeted ASP of USD52.5/ton and ASP of USD81.5/ton in 1H22).  To 

illustrate, ASP of USD65/ton in FY22 implies that the ASP in 2H22 would 

decline 40% HOH to USD48.5/ton and sales volume in 2H22 would be 
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flat compared with that in 1H21.  We consider the ASP assumption conservative taking cues from the 

current thermal coal price (XW1) of USD425/ton, compared with USD386/ton in 2Q22 and USD151.75/ton 

in FY21.      

 

…… impact of conversion into IUPK contained 

We expect the coal concession of Kideco to be converted into IUPK from CCOW by Mar’23 given its track 

record of timely fulfilment of tax obligations and DMO.  The impact of higher royalty rate (increase from 

14% to 14%-28% depending on coal price) will be offset by lower profit tax rate (to be lowered from 45% 

to 22%).  As per Indika, the new tax and regulatory regime will lower its operating cash flow by 10% based 

on the pro-forma figures of FY21. 

  

Gradual diversification from coal operations and stepping-up ESG initiatives 

Indika has been gradually diversifying its businesses. It completed the divestments of its 2 coal services 

subsidiaries: 51% stakes in MBSS for USD 41mn in Oct’21 and 69.8% stakes in Petrosea for USD 147mn 

in Jul’22. The divestments has reduced Indika’s reliance on the cyclical coal operations and allowed it to 

reallocate resources to fund its solar, plantation (biomass co-firing and carbon credit potential) and gold 

mine operations. Indika targets to install 500MW solar panel over the next 5 years, through its 51% owned 

EMITS JV with an Indian solar developer – Fourth Partner Energy.     It also targets to achieve annual 

output of biomass/wood pellets 650-700k ton and carbon offset of 550-600k ton.  Its Awak Mas gold mine 

will commence production in 2025. Indika targets to generate 50% of its revenue from non-coal businesses 

and to achieve net-zero emission by 2025.  Nonetheless, we believe that these non-coal operations will 

take time to ramp up the scale and profitability.  Over the coming 2-3 years, coal operations (Kideco and 

MUTU) will continue to be the key cash flow contributors for Indika. In 1H22, coal operations contributed 

90% and 98% of its continued operations’ revenue and gross profit, respectively. 

 

Credit profile to remain solid over the coming 2-3 years  

While Indika’s total debts and net debts in Jun’22 were largely stable compared with those in Dec’21, its 

key coverage ratios such as debt/EBITDA, net debt/EBITDA and EBITDA/int strengthened notably to 1.2x, 

0.4x and 12.6x in 1H22 from 1.7x, 0.7x and 8.5x in FY21, respectively, thanks to the significant increase 

in EBITDA.  We expect the strong free cash generation driven mainly by substantially higher thermal coal 

price and asset disposal (Petrosea) to lead to debt reduction in the coming 1-2 years.  Over the coming 3-

4 years, we expect Indika’s debt/EBITDA, net debt/EBITDA and EBITDA/int to maintain at 1.2-2.2x, 0.4-

0.8x and 6.6-10.8x, assuming ASP of thermal coal to moderate notably from USD81.5/ton in 1H22 to 

USD50-60/ton.  We understand that Indika’s financial policy is to maintain debt/EBITDA not exceeding 

2.75x throughout cycles. 
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Important Disclosures 

There are risks involved in transacting in any securities.  The information contained in this report may not be suitable for the purposes of all investors.  CMBIS does 

not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position or special 

requirements.  Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the report.  The value 

of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the performance of underlying assets 

or other variable market factors.  CMBIS recommends that investors should independently evaluate particular investments and strategies, and encourages investors 

to consult with a professional financial advisor in order to make their own investment decisions. 

This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of CMBIS and/or its 

affiliate(s) to whom it is distributed.  This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or 

enter into any transaction.  Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be liable for any loss, 

damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report.  Anyone making use of the information 

contained in this report does so entirely at their own risk. 

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. CMBIS 

has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the information, 

advices and forecasts on an "AS IS" basis.  The information and contents are subject to change without notice. CMBIS may issue other publications having information 

and/ or conclusions different from this report.  These publications reflect different assumption, point-of-view and analytical methods when compiling. CMBIS may make 

investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report. 

CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or on behalf 

of its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business relationships with the companies in 

this report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect the objectivity of this report and CMBIS will not assume 

any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced, reprinted, sold, redistributed or 

published in whole or in part for any purpose without prior written consent of CMBIS. 

Additional information on recommended securities is available upon request. 
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analyst with the Financial Industry Regulatory Authority (“FINRA”).  The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the 

analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is intended for distribution in the United 

States solely to "major US institutional investors", as defined in Rule 15a-6under the US, Securities Exchange Act of 1934, as amended, and may not be furnished to 

any other person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it 

shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on the 

information provided in this report should do so only through a U.S.-registered broker-dealer. 
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foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report 

is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 

289) of Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should 
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