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2Q11 performance

= NIKL reported significantly lower 2Q11 earnings of IDR1b (-78% g-q and -
98% y-y, bringing 1H11 earnings to just IDR3b, down 94% y-y, accounting
for just 5% of our and consensus forecasts.

= Disappointing earnings mainly stemmed from weak sales volumes and
continued high raw material prices of TMBP. Note that strong penetration
of China’s tinplate products has prevented NIKL to pass on higher TMBP
prices. While 2Q11 gross margin improved slightly to 6.9% from 6.5% in
1Q11, it is still much lower than 1Q10’s achievement of 17.6%.

= At the operating front, NIKL booked IDR1b operating loss, raising 1H11
operating loss to IDR2.3b, much lower than our and consensus forecasts.

Outlook

We expect NIKL's tinplate sales volumes (on seasonality factor) and selling
prices to gradually improve in the subsequent quarters; however, we will
revise down our numbers significantly on the back of continued rising raw
material price of TMBP coupled with intense competition from imported
Chinese tinplates.

Recommendation and valuation

Based on our unrevised earnings, we have a DCF-based target price (TP) of
IDR380. At this stage of the cycle, NIKL is a HOLD at best, particularly given
high 2011 PE of 14.2x. Thus, we expect continued market underperformance
to persist as sentiment remains weak on poor growth this year, particularly as
challenges in the form of imported products from China could intensify as the
Chinese government attempts to cool off its economy. In 2012, however, we
expect some earnings improvements to unfold upon completion of the
company’s de-bottlenecking/ capacity expansion project.
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Exhibit 1. Company information

Mkt cap. (IDRb/USDm) 959/113
3-m avg.daily t.o.(IDRb/USDm’ : 100.0/11.8
Bloomberg code NIKL 1J
Exhibit 2. Shareholders information

Japan Consortium (%) 55.1
Krakatau Steel (%) 20.0
Public (%) 24.9

Source: Company

Exhibit 3. Key forecasts and valuations

2010 2011F 2012F
Sales (IDRb) 1,362 1,540 1,800
Net profit (IDRb) 75 67 86
EPS (IDR) 30 27 34
EPS growth (%0) 77.6 (9.5) 28.0
EV/EBITDA (x) 16.6 10.0 7.7
P/E (x) 12.9 14.2 11.1
BVPS (IDR) 193 210 233
PBV (x) 2.0 1.8 1.6
DPS (IDR) 10 11 14
Yield (%) 2.6 2.6 3.4

Source: Company, Bahana estimates
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End of 30 June 2011 g-q y-y y-y 1H11/ 1H11/
(IDRb) 2Q10 1011 2011 (%) (%) 1H11 (%) 2011F Cons.
Sales 356 306 325 6.2 (8.7) 631 (12.7) 41.0 42.2
Gross profit 63 20 22 13.0 (64.3) 42 (68.2) 19.9

Operating expense (26) (22) (23) 6.3 (11.8) (44) (22.7) 36.7

Operating profit 37 ) @) 68.5 na (&) na na na
Net interest inc./(expenses) (¢H) (¢H) (¢D) 63 106 ) na 84

Forex gain (expenses) (0] 3 0 (91.7) (41.7) 3 na 562.3

Other income/(expenses) ©) 3 2 (53.2) na 5 Na 424.2

Pretax profit 36 4 0 (96.1) (99.5) 4 (94.1) 4.8 4.5
Taxation (©)) (¢H) 0 na na 1) (94.4) 4.4

Net profit 27 3 1 (78.4) (97.8) 3 (94.0) 4.9 4.6
Balance sheet & ratio analysis 20Q10 1011 2011 1H10 1H11 2011F

Gross margin (%) 17.6 6.5 6.9 18.3 6.7 13.8

Operating margin (%) 10.3 (0.6) (0.2) 10.4 (0.4) 5.9

Pretax margin (%) 10.1 1.4 0.0 10.1 0.7 5.8

Net margin (%) 7.6 0.9 0.2 7.6 0.5 4.4

Inventory Days 79 98 107 78.3 110 95

Receivable Days 52 69 64 51.0 66 53

Payable Days 29 50 43 29.0 44 50

Total cash (IDRb) 203 294 204 203 204 180

Total debt (IDRb) 38 209 288 38 288 191

Net gearing (%) nc nc 18.0 nc 18.0 2.2

Source: Company, Bloomberg, Bahana estimates

Disclosure: Bahana Securities does and seeks to do business with companies covered in its research reports. Investors should consider this report as only a single factor

in making their investment decision.

Please see the important disclaimer information on the back of this report
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The information contained in this report has been taken from sources which we deem reliable. However, none of P.T. Bahana Securities and/or its affiliated companies
and/or their respective employees and/or agents makes any representation or warranty (express or implied) or accepts any responsibility or liability as to, or in relation
to, the accuracy or completeness of the information and opinions contained in this report or as to any information contained in this report or any other such information
or opinions remaining unchanged after the issue thereof. We expressly disclaim any responsibility or liability (express or implied) of P.T. Bahana Securities, its affiliated
companies and their respective employees and agents whatsoever and howsoever arising (including, without limitation for any claims, proceedings, action , suits,
losses, expenses, damages or costs) which may be brought against or suffered by any person as a results of acting in reliance upon the whole or any part of the
contents of this report and neither P.T. Bahana Securities, its affiliated companies or their respective employees or agents accepts liability for any errors, omissions or
mis-statements, negligent or otherwise, in the report and any liability in respect of the report or any inaccuracy therein or omission there from which might otherwise
arise is hereby expresses disclaimed. The information contained in this report is not be taken as any recommendation made by P.T. Bahana Securities or any other
person to enter into any agreement with regard to any investment mentioned in this document. This report is prepared for general circulation. It does not have regards
to the specific person who may receive this report. In considering any investments you should make your own independent assessment and seek your own professional

financial and legal advice.
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IMPORTANT US REGULATORY DISCLOSURES ON SUBJECT COMPANIES

This material was produced by Bahana Securities, solely for information purposes and for the use of the recipient. It
is not to be reproduced under any circumstances and is not to be copied or made available to any person other than
the recipient. It is distributed in the United States of America by Enclave Capital LLC. and elsewhere in the world by
Bahana or an authorized affiliate of Bahana (such entities and any other entity, directly or indirectly, controlled by
Bahana, the “Affiliates”). This document does not constitute an offer of, or an invitation by or on behalf of Bahana or
its Affiliates or any other company to any person, to buy or sell any security. The information contained herein has
been obtained from published information and other sources, which Bahana or its Affiliates consider to be reliable.
None of Bahana or its Affiliates accepts any liability or responsibility whatsoever for the accuracy or completeness of
any such information. All estimates, expressions of opinion and other subjective judgments contained herein are
made as of the date of this document. Emerging securities markets may be subject to risks significantly higher than
more established markets. In particular, the political and economic environment, company practices and market
prices and volumes may be subject to significant variations. The ability to assess such risks may also be limited due
to significantly lower information quantity and quality. By accepting this document, you agree to be bound by all the
foregoing provisions.

1. Bahana or its Affiliates may or may not have been beneficial owners of the securities mentioned in this
report.

2. Bahana or its Affiliates may have or not managed or co-managed a public offering of the securities
mentioned in the report in the past 12 months.

3. Bahana or its Affiliates may have or not received compensation for investment banking services from the
issuer of these securities in the past 12 months and do not expect to receive compensation for investment
banking services from the issuer of these securities within the next three months.

4. However, one or more of Bahana or its Affiliates may, from time to time, have a long or short position in any
of the securities mentioned herein and may buy or sell those securities or options thereon either on their own
account or on behalf of their clients.

5. As of the publication of this report Bahana does not make a market in the subject securities.

6. Bahana or its Affiliates may or may not, to the extent permitted by law, act upon or use the above material
or the conclusions stated above or the research or analysis on which they are based before the material is
published to recipients and from time to time provide investment banking, investment management or other
services for or solicit to seek to obtain investment banking, or other securities business from, any entity
referred to in this report.

Enclave Capital LLC. is distributing this document in the United States of America. Bahana Securities accepts
responsibility for its contents. Any US customer wishing to effect transactions in any securities referred to herein or
options thereon should do so only by contacting a representative of Enclave Capital LLC.



