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PT. Indosat Tbk. 

Future Ready Network 

INVESTMENT THESIS  

Internet Penetration in 2020, total internet penetration has grown by 9.2%. 
While the use of social media increases by 9.8% in the range of January 2019 to 
January 2020. However, internet penetration in Indonesia is still far from the max-
imum reach. Until this year, internet penetration in Indonesia is still at 64% with 
total access to around 174 million people 

Network Optimization, Optimizing the telecommunications operator network of 
Indosat Ooredoo. This step was carried out in line with the arrival of Ramadhan 
and Eid Mubarok this year, as well as labor-intensive Work From Home (WFH) due 
to the Covid-19 pandemic that hit Indonesia and globally. 

 

FINANCIAL PROJECTION  

Balanced Sheet. We forecast Total Asset in 2020 to grow 20.2% YoY to IDR 75.5 
trillion and in 2021 increase to IDR 82.5 trillion. Total Liabilities in 2020 increase 
1.2% YoY to IDR 49.7 trillion and in 2021 up 0.4% YoY to IDR 49.9 trillion. And To-
tal Equity in 2020 grow 1.9% YoY to IDR 14.0 trillion and to IDR 14.9 trillion in 
2021. 

Profit & Loss. We forecast a Total Revenue in 2020 to grow 7.5% YoY to IDR 
28.1 trillion and in 2021 up to IDR 28.7 trillion. EBITDA rose 27.3% YoY to IDR  12.6 
trillion in 2020 and the company recorded a net loss in 1Q20 up 104.1% to IDR 
605.51 billion compared to last year loss of IDR 276.28 billion. 

 

INVESTMENT RISK 

Macroeconomic Risk, Local regional or global economic condition changes which 
change trends, habits and demands on Indonesian telecommunication industry 

Competition Risk in Telecommunication Industry,  The eroding of ARPU from 
voice service and SMS due to data service development; Price War which erodes 
margin of the existing products; The eroding of revenue from international com-
munication services. 

 

VALUATION & RECOMMENDATION  

We still maintain our BUY call for ISAT with a target price of IDR 2,850. Although 
we see the company to experience another net profit loss this year due to one-off 
restructuring staff and financial cost. Opportunity to get more revenue from the 
current situation, improvement in its EBITDA and continuous network 
development makes us optimistic with the company's future growth. 
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Target Price                                       IDR 2,850 
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Company Description: 

PT Indosat Tbk provides telecommunication 
services. The Company offers data communica-
tion, broadband, messaging, voice calling, roam-
ing, and networking services. Indosat serves 
customers worldwide. 

 

 

Stock Data 

52-week Range (IDR)                           1,190 | 3,950 

Mkt Cap (IDR bn)                                             10,841 

JCI Weight                                                          0,25% 

Shares O/S (mn)                          5,433 / 1,125 

YTD Change                  -31.4% 

 

 

Share Holders: 

Ooredoo Asia Pte. Ltd    65% 

Republic of Indonesia     14% 

Public/Others (<5%)                                             21% 

 

 



 

 
 

 

 

 

I. BUSINESS MODEL 

 

I.1. Value Proposition 

 

Established in 1967, PT Indosat Tbk (Indosat Ooredoo) is a leading telecommunication as 
well as informatics and/or convergence technology service provider in Indonesia and a 
member of Ooredoo Group, a global telecommunications provider. Indosat Ooredoo pro-
vides cellular, fixed data and wireless broadband services as well as fixed telecommunica-
tion or fixed voice offerings including IDD, fixed wireless and fixed phone services, and 
digital services. In addition, together with its subsidiaries PT Indosat Mega Media (IM2) 
and PT Aplikanusa Lintasarta, Indosat Ooredoo provides fixed data or Multimedia, Inter-
net & Data Communication (MIDI) services such as IPVPN, leased line, internet services 
and IT services to corporate segments. Indosat Ooredoo’s shares are listed on the Indone-
sia Stock Exchange (IDX: ISAT). 
 
Indosat Ooredoo provides cellular, fixed data and wireless broadband services as well as 
fixed telecommunication or fixed voice offerings including IDD, fixed wireless and fixed 
phone services, and digital services. 
 

 

 

 

 

 

 

 

 

Picture 1. Product & Service 

Source: Company 

 

I.1.1 Cellular 

Indosat Ooredoo Offers a comprehensive range of high quality mobile voice and data ser-

vice products, including wireless broadband services on GSM 900, DCS 1800, 3G and 4G-

LTE cellular service. Our products include: 

 Indosat Ooredoo IM3 Prepaid - Voice, SMS and Data as well as fun and exciting value 

added service and content without time and network limitations, at affordable price. 

 ndosat Ooredoo internet - affordable daily, weekly and monthly data packages. 

  Indosat Ooredoo IM3 Postpaid – premium postpaid service with best mobility and 

quality, as well as the widest international coverage. 

 

Our main cellular retail brand is IM3 Ooredoo, which comes in postpaid and prepaid ver-
sions designed to liberate subscribers to use the internet freely on our fastest 4G net-
work. The IM3 Ooredoo prepaid version has the best “all-in one” package with benefit of 
big internet quota and unlimited access to many apps at a base tariff of Rp1/second to all 
operators, while the postpaid version targets families, offering additional discount bene-
fits for family members in line with subscriber needs. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Product  & Service 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Our main cellular retail brand is 
IM3 Ooredoo, which comes in 
postpaid and prepaid 



 

 
 

 

 

 

.I.1.2 MIDI 

Comprehensive suite of MIDI (Multimedia Interactive, Data, & Internet) services that are 

geared towards enterprise segment. These services are offered directly by Indosat 

Ooredoo, as well as through its subsidiaries Lintasarta and IM2. Specifically, the Compa-

ny’s MIDI services consist of Internet services and data communication services including 

high-speed point-to-point International and Domestic Leased Circuits with broadband and 

narrowband capacity, IPVPN (Internet Protocol-Virtual Private Network), and MPLS 

(Multiprotocol Label Switching)-based services. The Company also provides satellite-

based services such as transponder leasing, VSAT services, and IT Services such as Disas-

ter Recovery Center, Data Center Services and Indosat Ooredoo Cloud infrastructure-as-a-

service. 

 

Picture 2  MIDI 

Source: Company 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Specifically, the Company’s MIDI 
services consist of Internet services 
and data communication services 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 
 

 

 

 

.I.1.3  Fixed Telecommunication 

Indosat Ooredoo is a leading provider of Fixed Telecommunication networks in Indonesia, 

with one of the most established fixed telecommunication networks in the country. This 

category comprises International Direct Dial (IDD), fixed wireless (FWA), and fixed line 

services (I-Phone). While Fixed Telecommunication services has shrunk over time as a 

percentage of the overall portfolio, eclipsed by the growth of internet and cellular ser-

vices, it continues to make a valuable contribution to customer experience. 

 

 

 

 

 

 

 

 

 

 

 

 

Picture 3  Fixed Telecommunication 

Source: Company 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fixed Telecommunication networks 
in Indonesia, with one of the most 
established fixed telecommunica-
tion networks in the country. 

 

 

 

 

 

 

 

 

 

 

 

 



 

 
 

 

 

 

I.2.  Business  Prospect 

Company continue to see the acceleration of data uptake, and certain other areas such as 

the B2B business show excellent growth prospects. Company sincerely hope that the im-

provement in data yields during this year will continue ahead and improve conditions for 

the entire industry and encourage healthy growth.  

Our Vision 2021 roadmap lays out a clear path for Indosat Ooredoo to achieve digital ex-

cellence and leadership in its sector. As the first step, in 2019 company will increase in-

vest substantially in our network. New sites will be rolled out, all of which will be 4G capa-

ble with ability to be quickly upgraded to 5G. This new network capability will be accom-

panied by targeted local commercial campaigns and offers, all of which will continue to 

uphold our values of trust, transparency, and good value, and supported by appropriate 

human resources development and good corporate governance implementation as key 

elements of quality growth. 

 

I.3. Marketing and Distribution 

Supporting customer acquisition, the marketing and distribution strategy emphasized 

localized marketing campaigns, and greater distribution efficiency. The company worked 

actively with dealer and retail partners to optimize offerings for each area including by 

running localized marketing and promotion outreaches and ensured that Indosat 

Ooredoo products have good availability and are visibly displayed. At the same time, 

Company developed direct selling channels further especially in modern markets, among 

others through strategic partnerships. This ability to manage at the microchannel chan-

nel, supported by a strong internal back end, gives the team much more flexibility in tar-

geting by geographic area and community type. 

 

Our main marketing campaigns were the Freedom campaign in Java and the Rp1 cam-

paign off Java, both of which were successfully received and helped to boost subscriber 

numbers and usage, followed by the launch of our new product ‘Yellow’ at the end of 

2017. These together with activities successfully maintained our top three position in 

terms of market share and a leading telecommunications provider in Indonesia. 

 

 

 

 

 

 

 

 

 

 

 

Picture 3  Paket Yellow &  Freedom Packets 

Source: Company 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Our Vision 2021 Roadmap  

 

 

 

 

 

 

 

 

 

 

 

 

Marketing and Distribution 
strategy emphasized localized 
marketing campaigns, and greater 

distribution efficiency. 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

I.4. Expansion Outside Java 

A major focus in 2018 was the expansion and improvement of our network off Java with 

the intention of increasing our retail market share there. Supported by smart promotional 

and commercial activity, we rolled out seamless 4G starting in Lampung. The roll out suc-

cessfully improved customer experience, with enormous traffic growth showing previous-

ly unmet demand. 

 

The 4G Plus rollout continued in two additional provinces, namely South Kalimantan and 

South Sulawesi. Almost all areas in South Kalimantan (15 districts and 75 sub-districts) 

and South Sulawesi (21 districts and 138 sub-districts) are now covered by the Indosat 

Ooredoo 4G Plus network in a testament to the Company’s commitment to continuously 

improv network and services quality.  

 

The 4G overlay network project will be continued in 2019 with the construction of more 

4G BTS, especially in Eastern Indonesia, in order to support digital connectivity for both 

the retail and enterprise segments. 

 

Picture 4. Expansion Outside Java 

Source: Company, MCS Research 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The 4G overlay network project  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 
 

 

 

 

I.5. Revenue Streams 

 

ISAT net sales came from cellular data services around 78% of the company's total 
revenue, followed by Multimedia Interactive services, Internet Data (MIDI) around 19%, 
and Fixed Telecommunication around 3% 

 

I.5.1. Segment Revenue 

 

We forecast revenue from the cellular segment in 2020 will grow by 10.5% YoY to the 

level of Rp 22.6 trillion. Whereas in MIDI revenue, we estimate that in 2020 growth will 

reach the level of Rp 5.2 trillion or an increase of 9.3% YoY. And on fixed telecom reve-

nues we project a 7.3% growth to a level of Rp 72 billion in 2020 and a slight growth of 

5.4% YoY to Rp76 billion in 2021. 

 

Graph 1. New Contract 

Source: Company, MCS Research 

 

 

 

 

 

 

 

 

 

 

 

 

Segmen Revenue Overview 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 
 

 

 

 

I.5.2.  Average Revenue per User (ARPU) 

 
In 2019, the Average Revenue per User (ARPU) was recorded to increase by 15% YoY or 
Rp.28,300 per user. And in 2020 we project an Average Revenue per User (ARPU) of Rp. 
29,700 per user or a growth of 5% YoY. 

 

Graph 2. ARPU 

 

 

 

Source: Company, Bloomberg, MCS Research 

 

 

I.5.3  Data Traffic 

In 2019, the company operational performance in terms of data traffic will increase by 

72% YoY or by 965 thousand terabytes. And in 2020 we project the company's operation-

al performance in terms of data traffic at 1.15 million terabytes or grow 20% YoY. 

 

Graph 3. Data Traffic 

  Source: Company, Bloomberg, MCS Research 

 

 

 

ARPU to increase 15% YoY in 
2019 and 5% YoY in 2020. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Data Traffic increase 72% YoY in 

2019 and 20% YoY in 2020 



 

 
 

 

 

 

II. INVESTMENT THESIS 

 

II.1.  Digital and Internet Users 
 
For Indonesia, from a total of 272.1 million people, internet users reached 175.4 million. 
Interestingly, the number of connected smartphones reached 338.2 million units, almost 
double the number of internet users. That is, almost the average Indonesian has more 
than one smartphone. While the number of social media users reached 160 million. 
 
Compared to the January 2019 period, in January 2020, the number of internet users in-
crease by 17% (an increase of 25 million people) from last year. Connected smartphones 
also increased by 15 million units or 4.6%. There is also the number of social media users 
increased by 12 million or an increase of 8.1%. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Picture 5. Indonesian Internet Users 

Source: Hootsuite 

 

II.2.  Internet Penetration in 2020 

As a country located in the Asia Pacific region, Indonesia is a part of the total population of 
4.3 billion in the region. More than half the population, around 56% or 2.42 billion of them 
already have internet access. And exactly half around 2.14 billion people have used social 
media. 
 
In the past year, for example, total internet penetration has grown by 9.2%. While the use 
of social media increases by 9.8% in the range of January 2019 to January 2020. However, 
internet penetration in Indonesia is still far from the maximum reach. Until this year, inter-
net penetration in Indonesia is still at 64% with total access to around 174 million people 
 

Picture 6. Internet Penetration In 2020 

 

 

 

 

 

 

Source: Hootsuite 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

internet users increase by 17% an 
increase of 25 million people 
from last year. 

 

 

 

 

 

 

 

 

 

 

total internet penetration has grown 
by 9.2%. While the use of social me-
dia increases by 9.8%  

 



 

 
 

 

 

 

II.4.  Indosat Ooredoo Network Optimization 

Optimizing the telecommunications operator network of Indosat Ooredoo. This step was 

carried out in line with the arrival of Ramadhan and Eid Mubarok this year, as well as la-

bor-intensive Work From Home (WFH) due to the Covid-19 pandemic that hit Indonesia 

and globally. 

Previously, network optimization had been carried out by Indosat since the appearance of 

suggestions for learning and working from home. The high telecommunications needs of 

customers are reflected in an increase in data traffic around 24% and telephone traffic 

around 11% compared to normal days. 

The company said the most used applications by customers at WFH included YouTube, 

WhatsApp, Facebook, and Instagram. The city recorded the highest increase in traffic in 

the Greater Jakarta area, West Java, Central Java, and East Java. 

In general, Indosat Ooredoo has increased its capacity for data services by around 60% to 

anticipate telecommunications needs which are predicted to increase by 20% compared 

to normal days, especially in a situation that has developed lately. 

 

 

Picture 8. Social Media Platform 

Source: Hootsuite & Investor.id 

 

 

 

 

 

 
 

Indosat Ooredoo has increased its 
capacity for data services by around 
60% 

 

 

 

 

 

 

 

 

 

 



 

 
 

 

 

 

 

II.3.  Indosat Prepare a New Satellite Schema 

 

PT Indosat Tbk (ISAT) together with PT Pasifik Satelit Nusantara (PSN) formed a team to 

prepare for the launching of a new satellite as a substitute for Nusantara Nusantara Dua 

which failed to launch. New satellite production is estimated to take 28-30 months. 

 

As is known, Satellite Nusantara Dua was originally prepared to replace the Palapa D sat-

ellite whose orbit period expired at the end of July 2020. At present, the Palapa D Satel-

lite still service 23 television broadcasting institutions and 8 radios. The company and PSN 

will look for a temporary replacement for the satellite for a short period 

 

Satelit Nusantara Dua was launched from Xichang Satellite Launch Center (XLSC), China 

on April 9 at 18.46 WIB. However, there was an anomaly in the launch process which was 

technically in the third stage. The satellite reportedly exploded before reaching orbit. 

 

Indosat's management stated the loss from the launch failure will be fully borne by the 

insurance. Meanwhile, this satellite is the result of a joint venture company, PT Pasifik 

Satelit Nusa Sejahtera (PSNS) with 35% share ownership in Indosat and 65% PSN. 

 

Nusantara Dua Satellite produced by China Great Wall Industry Corporation. The agree-

ment process was signed earlier in May 2017. The investment value is estimated at the 

US $ 200 million. 

This satellite is designed with a 20x36 MHz C-band FSS transponder capacity and 9.5 giga-

bits per second (Gbps) HTS. This capacity allows satellites to cover regions throughout 

Indonesia, Asia-Pacific, to Australia for C-band transponders and throughout Indonesia for 

HTS. 

 

 

 

 

 

 

Picture 7. Satelite Nusantara Dua 

Source: psn.co.id & Investor.id 

 

 

 

 

 
 

 

 

 

 

 

Prepare for the launching of a new 
satellite 

 

 

 

 

 

 

 
 



 

 
 

 

 

 

III. FINANCIAL PROJECTIONS 

 

III.1. Balanced Sheet 

 

We forecast Total Asset in 2020 to reach the level of IDR 75.5 trillion or to grow 20.2% 

YoY. Meanwhile, we forecast Total Asset in 2021 to increase for around 9.2% to reach the 

level of IDR 82.5 trillion. Between 2015 and 2021, we expect Total Asset to grow CAGR 

5.8% 

Graph 4. Total Assets 

 

 

 

 

 

 

 

 

 

 

Source : Company, Bloomberg, MCS Research 

 

We forecast Total Liabilities in 2020 to reach the level of IDR 49.7 trillion or to increase 

1.2% YoY. Meanwhile, for the year 2021, we forecast Total Liabilities grow 0.4% YoY to 

IDR 49.4 trillion. Between 2015 and 2021, we expect Total Liability to grow CAGR 2.5%. 

 

Graph 5. Total Liabilites 

 

 

 

 

 

 

 

 

 

 

 

Source : Company, Bloomberg, MCS Research 

 

 

 

 

 

 

 

Total Asset to grow CAGR 5.8% 
between 2015-2021. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Total Liabilities to grow CAGR 
2.5% between 2015-2021. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

We forecast Total Equity in 2020 to reach IDR 14.0 trillion or grow 1.9% YoY. Meanwhile, 
in 2021, we forecast  Total Equity to increase for 6.8% YoY to IDR 14.9 trillion. Between 
2015 and 2021, we expect Total Equity to grow CAGR 1.7%. 

 

Graph 6. Total Equity 

 

 

 

 

 

 

 

 

 

Source : Company, Bloomberg, MCS Research 

 

 

III.2. Profit & Loss 

 

We forecast Total Revenue in 2020 to reach the level of IDR 28.1 trillion or grow 7.5% 
YoY. Meanwhile, in 2021 we forecast Total Revenue to continue its growth by 2.2%, 
reaching the level of IDR 28.7 trillion. Between 2015 to 2021, we expect Total Revenue to 
grow CAGR 1.0% 

 

Graph 7. Total Revenue 

 

 

 

 

 

 

 

 

 

 

 

Source : Company, Bloomberg, MCS Research 
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Total Equity to grow CAGR 1.7% 
between 2015-2021. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Revenue to grow CAGR 1.0% 
between 2015-2021. 

 

 

 

 

 

 

 

 

 

 

 



 

 
 

 

 

 

We forecast Operating Income in 2020 to reach IDR 2.5 trillion or to down 26.4% YoY. 
Meanwhile, for 2021, we forecast Operating Income to down 9.7% YoY into IDR 2.3 tril-
lion. Between 2015 and 2021, we forecast Operating Income to decrease by CAGR of 
2.3% 

 

Graph 8. Operating Income 

 

 

 

 

 

 

 

 

 

 

Source : Company, Bloomberg, MCS Research 

 

 

We forecast EBITDA in 2020 to reach IDR 12.6 trillion or to rose 27.6% YoY. Meanwhile, 
for 2021, we forecast EBITDA to grow 3.5% YoY into IDR 13.0 trillion. Between 2015 and 
2021, we expect EBITDA  to grow CAGR 1.8% 

 

Graph 9. EBITDA 

 

 

Source : Company, Bloomberg, MCS Research 

 

 

 

 

 

 

 

 

 

 

Operating Income to  decrease by 
CAGR of 2.3% between 2015-
2021. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

EBITDA to grow CAGR 1.8% 
between 2015-2021. 



 

 
 

 

 

 

IV. VALUATION & RECOMMENDATION 

 

IV.1. Valuation 

After assessing the company's performance, assuming that the risk-free rate is 5.3%, the 
premium is 7.1%, the beta is 1.64, terminal growth is 2%, and debt and equity portion 
26%, we use the Weighted Average Cost of Capital (WACC) at 9.8% to do our evaluation 
with the income approach or discounted cash flow (DCF) method. Based on the 
calculations done, we set the target price at Rp. 2,850 

 

 

 

 

 

 

 

 

 

 

 

 

 

IV.2. Recommendation 

 

By comparing the closing price of the Company on Thuesday (19/05) at the level of IDR 
2,000 we recommend Buy for ISAT shares, where there is still an upside potential of 39% 
if our 12mo target price at IDR 2,850  is reached. 

 

Following is the classification of recommendations that we issue  

 

 

 

 

 

We use WACC and DCF method 
to assess the company target 
price 

 

 

 

 

12mo target price IDR 2,850/
share. 

 

 

 

 

 

 

 

 

 

 

 

 

Recommendation Buy 

 

 



 

 
 

 

 

 

V. INVESTMENT RISKS 

 

 Macroeconomic Risk, Local regional or global economic condition changes which 
change trends, habits and demands on Indonesian telecommunication industry 

 Competition Risk in Telecommunication Industry,  The eroding of ARPU from voice 
service and SMS due to data service development; Price War which erodes margin of 
the existing products; The eroding of revenue from international communication 
services. 

 Project Risk, Network extension project completion time cannot keep up with the 
vast change of demand trend; and  Fee for project implementation will potentially 
increase due to the vast technological change. 

 Service Risk, Cellular network density and limited spectrum availability may hinder 
number of cellular customers and may cause decrease of Company cellular service 
quality 

 Legal Change Risk, Vast legal and policy change related to telecommunication in-
dustry which impacts on the change of telecommunication industrial competition 
map. 

 Fine Risk from Legal Cases, Fine from legal cases faced by Company which has im-
pact on financial ability and Company image. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 
 

 

 

 

VI. ABOUT THE COMPANY 

 

VI.1. Shareholders Composition 

 

VI.2. Profil Manajemen 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 



 

 
 

 

 

 

 

VI.3. Corporate Information 

 

 

 

 

 



 

 
Apendix 1-Balanced Sheet Statement  

(In Billion of IDR except Per Share) 

 

 

                     

 

 

 

 

 

 

 

 

 

 



 

 
Apendix 2-Profit & Loss Statement 

(In Billion of IDR except Per Share) 

 

 

 

Apendix 3-Financial Ratio          
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