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INCO vs JCI PT Vale Indonesia - TP 3,700/sh
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« FY11 unaudited results update

5500

5000 Net profit below expectation
4500 Vale Indonesia (INCO) posted unaudited net profit of US$333mn for FY11, declined by
4000 24% yoy on lower margin from higher service and contract costs, and reached 86% and
3500 82% of our and consensus’ estimates. Meanwhile, revenue was reported US$1,242mn,
3000 slightly decreased by 2.6% yoy due to lower nickel deliveries amid higher average
2500 realized selling price. On a quarterly basis, revenue and net profit dropped by 18% and
00—+ Lageo 84% respectively triggered by lower 24% qoq of nickel in matte production in 4Q11
NI NENEIN NI IS (13,727mt) combined with lower average selling price during 4Q11 at US$14,928/mt
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Inline operational number

Nickel in matte production during FY11 was inline with our number at 66,500mt,
reached 66,900mt or decreased by 13% yoy as a result of temporary stoppage for
electric furnace #1 and #2 in late 4Q11 and dragged down nickel in matte deliveries

;aercgoi::;ation ;i;?_i:m to 66,815mt (-12% yoy). Average realized selling price for FY11 was higher 10% at
Current price (2/16/2012)  : 3,525 US$18,296/mt compared to FY10's average realized selling price at US$16,568/mt. For
52 Wk high (2/17/2011) . 5150 FY12, we forecast production to reach 70,186mt or grow by 5% yoy after the completion
52 Wk low (10/4/2011) . 2525 of furnace #1 repair in mid Jan 12. We also maintain our LME nickel price assumption
Shares outstanding (mn) 1 9,936.33 at US$23,000/mt.

Market cap (Rp bn) : 35,025.60 R

Bloomberg code . INCO L) Lower fuel consumption from Karebbe

The commencement of Karebbe project in Oct last year has started to power up INCO

source : Bloomberg with lower cost as seen from the lower fuel consumption in 4Q11. High Speed Diesel
(HSD) oil consumption in 4Q11 was only 13,009 kilolitres, a 30% qoq decline, while
High Sulfur Fuel Oil (HSFO) consumption also reduced by 39% qoq into 425 thousand
barrels. Average HSD and HSFO cost in 4Q11 was relatively flat at US$0.85/liter and
US$105.99/barrel.

Maintain HOLD with TP of Rp3,700/share

We believe Karebbe power plant will be the key for INCO to ramp up its production
capacity in the future however we still see a lack of catalyst for nickel price to rise in
short term. We will revisit again our forecast after the full audited financial result has
been released, in the meantime we maintain our HOLD recommendation on INCO with a
target price of Rp3,700/share. Currently, INCO is traded at 10.4X FY12F PE.

Tab1.INCO FY11 Highlights

In mn USD FY11 FY10 chg
Revenue 1,242.56 1,276.32 -2.6%
COGS (728.64) (650.19) 12.1%
Gross Profit 513.92 626.13 -17.9%
Selling, G&A expenses (28.98) (27.70) 4.6%
Research Report by: Operating profit 484.94 598.43 -19.0%
Wilim Hadiwijaya Other income/(expenses) (32.62) (17.08) 90.9%
T +62 21 2557 4800 ext: 799 : .
E hadiwijayawilim@ciptadana.com Profit before tax 452.32 581.34 -22.2%
Tax expenses (119.33) (143.98) -17.1%
Net profit 332.99 437.36 -23.9%

Profitability ratio (%)

Gross margin 41.4% 49.1%
Operating margin 39.0% 46.9%
Net margin 26.8% 34.3%

Source : Company & Ciptadana estimates

Please see analyst certification and other important disclosures at the back of this report
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Tab2. Unaudited FY11 vs Ciptadana Estimates

http://www.ciptadana.com

Financial estimates (in mn USD) FY11F Ciptadana estimates Achieve (%)
Revenue 1,242.56 1,291.15 96.2%
COGS (728.64) (725.04) 100.5%
Gross Profit 513.92 566.11 90.8%
Selling, G&A expenses (28.98) (32.92) 88.0%
Operating profit 484.94 533.18 91.0%
Profit before tax 452.32 514.05 88.0%
Tax expenses (119.33) (128.51) 92.9%
Net profit 332.99 385.54 86.4%
Operational estimates FY11 FY11F Ciptadana estimates Achieve (%)
Production volume (MT) 66,900 66,500 100.6%
Sales volume (MT) 66,815 66,500 100.5%
ASP (USD/MT) 18,296 19,110 95.7%
Source : Company & Ci
Fig1. INCO’s Nickel In matte Production
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Fig2. LME Nickel Prices
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Tab3. Income Statement summary
Year-end 31-Dec (USD mn)

Revenue 761 1,276 1,243 1,279 1,411
COGS (516) (652) (729) (726) (777)
Gross Profit 245 624 514 553 634
Opex (13) (28) (29) (33) (36)
Operating Profit 232 596 485 521 598
Other income/(expenses) 5 (15) (33) (19) (25)
Profit before income tax 237 581 452 501 573
Income tax expenses (66) (144) (119) (125) (143)
Minority interests - - - - -
Net profit 170 437 333 376 430
EBITDA 323 693 549 625 709

Tab4. Balance Sheet

As at 31-Dec (USD mn) 09A 10A 11A 12F 13F
Assets

Cash and equivalents 261 404 399 506 660
Receivables 98 124 66 111 123
Inventories 118 102 163 123 133
Others 153 82 134 117 130
Total current assets 629 712 762 858 1,044
Fixed assets - net 1,379 1,465 1,579 1,664 1,697
Long term investments - - - - -
Others 19 14 79 16 18
Total non-current assets 1,398 1,479 1,658 1,680 1,715
Total assets 2,028 2,190 2,421 2,538 2,759
Liabilities and equity

Short-term bank loans and cur- 2 - 38 38 38
rent maturities

Trade payables 33 41 84 41 (A
Others current liabilities 52 117 57 94 101
Total current liabilities 87 158 179 173 182
Long term debt 140 141 255 218 182
Others 220 212 219 137 157
Total non-current liabilities 359 352 473 356 339
Total liabilities 446 510 652 528 521
Shareholders' equity 1,581 1,680 1,768 2,010 2,238

Tab5. Cash Flow Statement

Year-end 31-Dec (USD mn) 09A 10A 11A 12F 13F
CF from operation 194 663 304 483 517
CF from investments (124) (172) (209) (175) (146)
CF from financing activity 22 (355) (101) (227) (218)
Net changes in cash 92 136 (5) 82 153

Source : Company and Ciptadana Estimates

Please see analyst certification and other important disclosures at the back of this report
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Tabé. Key Ratios

Year-end 31-Dec 09A 10A 11A 12F 13F
Growth (%)

Revenue -42.0% 67.7% -2.6% -0.9% 10.3%
EBITDA -42.8% 114.5% -20.8% -1.0% 13.4%
Net profit -52.6% 156.6% -23.9% -2.5% 14.3%
Profitability (%)

Gross margin 32.2% 48.9% 41.4% 43.3% 44.9%
Operating margin 30.5% 46.7% 39.0% 40.7% 42.4%
EBITDA margin 42.4% 54.3% 44.2% 48.9% 50.3%
Net margin 22.4% 34.3% 26.8% 29.4% 30.5%
ROE 10.8% 26.0% 18.8% 18.7% 19.2%
ROA 8.4% 20.0% 13.8% 14.8% 15.6%
Leverage (X)

Current ratio 7.2 4.5 4.3 5.0 5.7
Quick ratio 4.1 3.3 2.6 3.6 4.3
Debt to equity 0.1 0.1 0.2 0.1 0.1
Net debt to equity net cash net cash net cash net cash net cash

Source : Company and Ciptadana Estimates

Please see analyst certification and other important disclosures at the back of this report
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Disclaimer: This document is not intended to be an offer, or a solicitation of an offer, to buy or sell relevant securities (i.e. securities mentioned herein or of the same issuer and options, warrants
or rights to or interest in any such securities). The information and opinions contained in this document have been compiled from or arrived at in good faith from sources believed to be reliable.
No representation or warranty, expressed or implied, is made by CIPTADANA SECURITIES or any other member of the Ciptadana Capital, including any other member of the Ciptadana Group of
Companies from whom this document may be received, as to the accuracy or completeness of the information contained herein. All opinions and estimates in this report constitute our judgment
as of this date and there can be no assurance that future results or events will be consistent with any such opinions, forecasts or estimates. The information in this document is subject to change
without notice; its accuracy is not guaranteed; and it may be incomplete or condensed.
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Analyst Certification

Each contributor to this report hereby certifies that all the views expressed accurately reflect his or
her personal views about the companies, securities and all pertinent variables. It is also certified
that the views and recommendations contained in this report are not and will not be influenced by
any part or all of his or her compensation.

Disclaimer

This report does not constitute an offer to buy or sell any security/instrument, invitation to offer or
recommendation to enter into any transaction. Nor are we acting in any other capacity as a fiduciary
to you. When making and investment decision, you should determine, without reliance upon us or our
affiliates, the economic risks and merits (and independently determine that you are able to assume
these risks) as well as the legal, tax and accounting characterizations and consequences of any
such transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not
in the business of providing (and you are not relying on us for) legal, tax or accounting advice, (b)
there may be legal, tax or accounting risks associated with any transaction, (c) you should receive
(and rely on) separate and qualified legal, tax and accounting advice and (d) you should apprise
senior management in your organization as to such legal, tax and accounting advice (and any risks
associated with any transaction and our disclaimer as to these matters.

The information contained in this report is based on material we believe to be reliable; however,
we do not represent that it is accurate, current, complete, or error free. Assumptions, estimates
and opinions contained in this report constitute our judgment as of the date of the document and
are subject to change without notice. Any projections are based on a number of assumptions as
to market conditions and there can be no guarantee that any projected results will be achieved.
Past performance is not a guarantee of future results. CIPTADANA SPECIFICALLY DISCLAIMS ALL
LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL OR OTHER LOSSES OR DAMAGES INCLUDING
LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM ANY RELIANCE ON
THIS REPORT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS THEREOF.



