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Recent corporate actions solidify expansion into the nickel
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Report summary

Recent update on the company’s nickel sector expansion and corporate actions

In recentyears, HRUM has expanded into the nickel sector, with its nickel business becoming a key contributor since 2022. Recent
corporate actions indicate that restructuring is nearly complete, positioning the company for improved financial performance.
HRUM's nickel segment now contributes 30% of total EBITDA in 1H24.

HRUM issued a USD412mn mandatory convertible note (MCN) to Tsingshan's affiliate, while retaining a 51% stake in its nickel
business, with proceeds reducing USD539mn in liabilities. The deal strengthens HRUM's partnership with Tsingshan, unlocking
synergies and technology transfers in nickel processing. Additionally, HRUM entered into loan agreements providing USD45mn
to WMI and USD60mn to POS for capital and operational needs, reinforcing its commitment to nickel expansion.

Valuation and recommendation

We are revisiting our projections and recommendation for HRUM following its recent expansion in the nickel sector. Despite
challenges such as China’s slowing economy and potential sanctions on EV and critical minerals, we expect full integration of the
nickel segment into HRUM's financials by 2025, potentially justifying a rerating. Our previous Buy recommendation with a TP of
IDR1,860, based on a P/E of 7.7x for FY24, is under reassessment, with updates to follow the 3Q24 resullts.

Key data
Price performance Earnings and valuation metrics
D100 HRUM (FY Dec. 31) 2021 2022 2023 2024F 2025F
b Revenue (IDRbn) 336 904 926 1,160 1,565
" et o Gross profit (IDRbn) 175 541 382 424 594
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Revisiting HRUM's nickel business expansion

Over the past few years, HRUM has made significant investments in the nickel sector as
part of its business diversification strategy. Since 2022, the company’s nickel business
unit has started contributing to overall performance, and this contribution is expected
to grow further through planned investments by the company and its subsidiaries.

The company’s expansion into the nickel industry, along with the ongoing restructuring
of its nickel business segment, has led to accounting adjustments that have temporarily
impacted earnings, including losses from fair value adjustments due to asset
revaluation. However, with the company’'s recent announcement, we believe that a
major phase of the restructuring has now been completed. This sets the stage for HRUM
to begin reflecting the true impact of its nickel business on its earnings.

As of June 2024, the company's nickel operations are managed under two main
subsidiaries, HNP, and THN, which oversee and hold majority ownership in several
companies, including IMI, WMI, POS, BSE, and IML This marks significant progress
compared to the corporate structure in May 2023, when key contributors such as IMI
and WMI were not yet majority-owned by HRUM and, therefore, not consolidated into
the company'’s financial statements.

Figure 1. HRUM's corporate structure as of June 2024
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Figure 2. HRUM's corporate structure as of May 2023
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As of now, HRUM's nickel portfolio is composed of four key assets (see figure 3):

PT Infei Metal Industry (IMI): IMI operates a 2-line 60kVA RKEF smelter with
an annual production capacity of 200,000 tons. This facility has a nameplate
capacity to produce 28,000 tons of nickel (Ni) in the form of Nickel Pig Iron (NPI)
each year. The facility is fully operational.

PT Westrong Metal Industry (WMI): WMI runs a 4-line 60kVA RKEF smelter
combined with a sulfidation converter. It has the capacity to produce 400,000
tons of material annually, with a nameplate capacity of 56,000 tons of nickel in
the form of nickel matte. This facility is also fully operational.

PT Position (POS): This nickel laterite mine, which produces limonite and
saprolite, is currently under development. It holds an estimated 215 million
DMT in resources. Commercial operations are targeted to commence in the
third quarter of 2024.

PT Blue Sparking Industry (BSE): BSE is under development and will operate a
3-line HPAL (High-Pressure Acid Leach) facility. Once completed, this facility will
produce Mixed Hydroxide Precipitate (MHP) with an annual nameplate capacity
of 67,000 tons of nickel and 7,500 tons of cobalt. The commissioning of this
facility is planned for 2026.
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Figure 3. HRUM's nickel portfolio
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As of 1H24, HRUM's nickel operations produced a consolidated 23,113 tons of nickel,
with a sales volume of 22,383 tons. The company's blended nickel ASP stood at
USD12,740/ton, while the cash cost per ton was USD10,932, translating to a segment
EBITDA of USD40.5mn. This marks a significant milestone, contributing approximately
~24% to HRUM's total consolidated EBITDA of USD166mn. Of a note, 2Q24 saw WMI's
nickel production and sales increase significantly, with more than 8,300 tons sold
compared to the initial sale of ~2,500 tons of nickel matte in March 2024. This strong
performance suggests that the nickel segment will continue to play an increasingly
important role in HRUM's diversified portfolio moving forward.

Recent corporate actions

Mandatory convertible note issuance to Tshingshan group

HRUM recently issued a USD412mn mandatory convertible note (MCN) through its
subsidiaries, HNP and THN, to Ever Rising Limited, an affiliate of China's Eternal
Tsingshan Group. The MCNs will be converted into new shares in HNP and THN, granting
Ever Rising Limited a 49% stake in HRUM's nickel portfolio, while HRUM retains a
majority 51% ownership in the entities. Proceeds from the MCN issuance will be used to
reduce HRUM's liabilities, specifically to settle USD539mn in outstanding notes payable.
We view this as a reasonable move, given its proportionate amount to HRUM's
significant investments in its nickel business. Furthermore, this issuance underscores
the solidified partnership between HRUM and Tsingshan, which will allow HRUM to
maintain control over its nickel operations while unlocking new growth opportunities
through synergies and technology transfer in nickel processing and marketing.
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Figure 4. HRUM's nickel corporate structure before MCN Figure 5. HRUM's nickel corporate structure after MCN
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Figure 6. HRUM's nickel expansion milestone
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Subscription to majority stake in POS and loan agreements for POS and WMI
HRUM announced its subscription for a 51% equity stake in Nickel International Capital
Pte. Ltd. (NICAP), including the corresponding shareholder payable, for a total
transaction value of USD42mn. This ensures that HRUM's effective stake in PT POS
remains undiluted following the MCN issuance.

Additionally, HRUM disclosed that HNI and WMI have entered into a loan agreement,
with HNI providing up to USD45mn in financing to WMI for working capital and general
corporate and investment purposes. Furthermore, THN and POS have also entered into
a loan agreement, with THN extending a loan facility of up to USD60mn to POS to
support its capital expenditure, working capital, and general corporate needs.
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Figure 7. HRUM's ownership to POS before subscription Figure 8. HRUM's ownership to POS after subscription
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Figure 9. HRUM's latest corporate structure
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Valuation and recommendation

Reassessing projections and recommendation

We view the recent corporate actions as a strong signal for HRUM's strategic expansion
in the nickel business, reinforcing our positive outlook on the company's diversification
efforts. The current structure demonstrates effective synergy between HRUM and
Tsingshan, one of the leading global players in the nickel industry.

We are currently revisiting our projections on HRUM to better reflect the potential of its
operating nickel subsidiaries, including IMI and WMI, along with the anticipated
contribution from its nickel mine, POS. While there are headwinds in the nickel market—
such as China's slowing economy and the potential sanctions on China’s EV and critical
minerals industry from the US and Europe, which could impact demand and pricing—
we expect HRUM's nickel segment to be more fully reflected in its financials starting in
2025.

Our previous target price of IDR1,860 per share, implying an FY24F P/E of 7.7x, was
based on a P/E multiple of 6.2x for the coal segment (approximately 54% of total 2024
net profit, at -0.5 SD of HRUM's 5-year average P/E) and 10.9x for the nickel segment
(approximately 46% of FY24 net profit, based on domestic nickel player averages). We
are currently reassessing our forecasts and valuation methodology, with updated
estimates and target price to be released following HRUM's 3Q24 earnings report,
expected by the end of October.

Risks to our recommendation include: 1) weaker demand and lower prices for both
nickel and coal, driven by sluggish economic activity in China and a persistent global
nickel oversupply; 2) delays in project development and execution timelines; and 3)
potential losses from fair value adjustments impacting the company’s financials.

Figure 10. HRUM's forward P/E band
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Figure 11. Coal production and sales volume
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Figure 12. NPI production and sales volume
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Figure 13. Nickel production and sales volume

Source: : Company data, Mirae Asset Sekuritas Indonesia Research

Figure 14. Nickel ore production and sales volume
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Figure 15. Revenue trajectory

Source: : Company data, Mirae Asset Sekuritas Indonesia Research

Figure 16. Cost of revenue trajectory

(USDmn) Revenue (USDmn)
1,800 - 1,200 -
1,600 |-

1,000
1,400 |-
1,200 800 |
1,000

600
800 |
600 | 400 +
400 +

200
200

O 1 1 1 1 1 1 J 0

Source: Company data, Mirae Asset Sekuritas Indonesia Research

2019

Cost of revenue

2020 2021 2022 2023 2024F 2025F

2019

2020 2021 2022 2023 2024F 2025F

Source: Company data, Mirae Asset Sekuritas Indonesia Research

Mirae Asset Sekuritas Indonesia Research 8



Harum Energy October 4, 2024

Figure 17. EBITDA trajectory Figure 18. Operating profit trajectory
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Figure 19. Net profit trajectory Figure 20. Margins trajectory
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October 4, 2024

(USDmn) 12/22 12/23  12/24F 12/25F (USDmn) 12/22 12/23  12/24F  12/25F
Revenue 904 926 1,160 1,565  CurrentAssets
Cost of sales 363 543 736 972  Cash 371 157 235 413
Gross profit 541 382 424 594  Account receivables 92 130 142 193
Operating expenses 363 543 736 972  Inventories 43 78 92 121
EBITDA 464 334 353 465  Others 14 67 77 104
Operating profit 440 287 325 445  Non-current assets
Interest income/expense -1 13 16 18  Investmentin associates 389 226 193 174
Other income 38 37 5 5  Fixed assets 52 169 131 119
Pretax profit 478 263 346 468  Mine properties 273 253 239 231
Income taxes 98 67 80 108  Others 45 553 1,116 1,529
Minority interest 78 45 61 82  Total assets 1,279 1,633 2,224 2,885
Net profit 302 151 206 278  Current liabilitiess

Account payable 9% 105 206 278
Margin (%) Accrued expense 62 39 127 168
Gross margin 59.9 413 36.6 379  STfinancials 1 72 86 87
EBITDA margin 513 36.1 304 297  Others 66 41 3 4
Operating margin 487 31.0 28.1 284  Non-current liabilities
Net margin 334 163 17.8 17.8  LTfinancials 1 137 164 197

Others 60 65 110 145
Growth (%) Total liabilities 287 458 696 879
Revenue 169.0 23 253 350  Capital stock 29 29 29 29
Cost of sales 124.7 49.6 355 321  Additional paid in capital 170 170 170 170
Gross profit 210.0 -294 109 40.0  Retained earnings 543 694 961 1,321
Operating expenses 1389 5.7 3.2 50.8  Minority interest 258 289 376 494
EBITDA 227.8 280 5.7 31.6  Total equities 992 1,175 1,529 2,007
Operating profit 232.8 -34.8 135 36.7
Other income/expenses 896.3 -1639 -1879 11.3  Growth (%)
Pretax profit 2743 -44.9 31.7 35.1  Total assets 46.2 27.7 36.2 29.7
Income taxes 236.1 3141 18.1 354  Total liabilities 284 60.0 51.8 26.3
Net profit 306.9 -49.9 364 350 Total equities 523 184 30.1 313
Forecast/Valuations (Summarized) Cash flow (Summarized)

12/22  12/23 12/24F 12/25F  (USDmn) 12/22 12/23  12/24F  12/25F

P/E (x) 4.2 84 59 45  Operating cash flow 399 210 136 209
P/B (x) 13 11 0.8 06  Netprofit 302 151 206 278
EPS (IDR) 337 169 241 319  Depreciation 57 98 -114 -127
BPS (IDR) 1,107 1,312 1,787 2301  Changeinworking capital 62 2 44 57
DPS (IDR) 154 0.0 0.0 00  Others 91 155 0 0
Payout ratio (%) 46 0.0 0.0 0.0  Investmentcash flow -103 9 -87 -45
Div. yield (%) 0.8 0.0 0.0 00  Capex -10 -109 10 5
Revenue growth (%) 169.0 23 253 350 Others 93 118 -45 30
EBITDA growth (%) 227.8 -28.0 57 31.6  Financing cash flow 74 433 29 15
Operating profit growth (%) 232.8 -34.8 135 36.7  Change in financial liabilities 98 206 42 33
Net profit growth (%) 306.9 -49.9 364 350  Changein equity 36 0 0 0
A/R turnover (x) 9.9 7.1 82 8.1 Dividend -14 -63 -13 -18
Inventory turnover (x) 84 7.0 8.0 80 Others 1 -576 0 0
A/P turnover (x) 171 5.9 9.9 99 Increase (Decrease)in Cash 221 -213 77 179
ROA (%) 236 9.2 9.3 9.6  Beginning Balance 149 371 157 235
ROE (%) 304 129 135 139  Ending Balance 371 157 235 413
Current ratio (X) 23 1.7 13 1.6
Gross debt/equity (%) 0.2 17.7 164 141
Net debt/equity (%) Net cash Netcash Netcash Netcash

Source: Company data, Mirae Asset Sekuritas Indonesia Research estimates
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Appendix 1

Two-year rating and TP history

Company Date Rating TP (IDR) (IDR) HRUM Analyst's TP
Harum Energy (HRUM 1)) 10/4/2024 Buy 1,860
6/14/2024 Buy 180 | 2390 r
4/26/2024 Buy 1,860
1/18/2024  Under review 1,800
12/7/2023 Buy 2,150
9/19/2023 Buy 2,150 1,300
8/4/2023 Buy 2,150
7/10/2023 Buy 2,150 800 L L
6/5/2023  Trading Buy 1,595 Oct-22 Oct-23 Oct-24
5/26/2023  Trading Buy 1,480
Stock ratings Sector ratings
Buy Expected 12-month performance: +20% or greater Overweight Expected to outperform the market over 12 months
Trading Buy Expected 12-month performance: +10% to +20% Neutral Expected to perform in line with the market over 12 months
Hold Expected 12-month performance: -10% to +10% Underweight  Expected to underperform the market over 12 months
Sell Expected 12-month performance: -10% or worse

Rating and TP history: Share price (—), TP (=), Not Rated (=), Buy (), Trading Buy (m), Hold (e), Sell (¢)

* Our investment rating is a guide to the expected return of the stock over the next 12 months.

* Qutside of the official ratings of PT Mirae Asset Sekuritas Indonesia, analysts may call trading opportunities should technical or short-term material developments arise.
*The TP was determined by the research analyst through valuation methods discussed in this report, in part based on estimates of future earnings.

* TP achievement may be impeded by risks related to the subject securities and companies, as well as general market and economic conditions.

Disclosures
As of the publication date, PT Mirae Asset Sekuritas Indonesia (“MASID") and/or its affiliates do not have any special interest in the subject company and do not own 1% or
more of the subject company's shares outstanding.

Analyst certification

The research analysts who prepared this report (the “Analysts”) are certified to the Indonesia Financial Services Authority and are subject to Indonesian
Capital Market regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws or regulations thereof. Each
Analyst responsible for the preparation of this report certifies that (i) all views expressed in this report accurately reflect the personal views of the Analyst
about any and all of the issuers and securities named in this report; (ii) no part of the compensation of the Analyst was, is, or will be directly or indirectly
related to the specific recommendations or views contained in this report; and (iii) The report does not contain any material non-public information. Except
as otherwise specified herein, the Analysts have not received any compensation or any other benefits from the subject companies in the past 12 months and
have not been promised the same in connection with this report. Like all employees of MASID, the Analysts receive compensation that is determined by
overall firm profitability, which includes revenues from, among other business units, the institutional equities, investment banking, proprietary trading, and
etc. At the time of publication of this report, the Analysts do not know or have reason to know of any actual, material conflict of interest of the Analyst or
MASID except as otherwise stated herein.

Disclaimers

This report was prepared by MASID, a broker-dealer registered in the Republic of Indonesia and a member of the Indonesia Stock Exchange; on behalf of
MASID and its affiliated companies and is provided for information purposes only. Information and opinions contained herein have been compiled in good
faith and from sources believed to be reliable, but such information has not been independently verified and MASID (including but not limited to the Analyst,
respective employees who owns the expertise) makes no guarantee, representation or warranty, express or implied, as to the fairness, accuracy,
completeness, or correctness of the information and opinions contained herein or of any translation into English from the Indonesia language or as to any
information contained in this report or any other such information or opinions remaining unchanged after the issue thereof. In case of an English translation
of areport prepared in the Indonesia language, the original Indonesian language report may have been made available to investors in advance of this report.
The intended recipients of this report are sophisticated institutional investors who have substantial knowledge of the local business environment, its common
practices, laws, and accounting principles, and no person whose receipt or use of this report would violate any laws or regulations or subject MASID or any
of its affiliates to registration or licensing requirements in any jurisdiction shall receive or make any use hereof.

This report is for general information purposes only and is not and shall not be construed as an offer or a solicitation of an offer to effect transactions in any
securities or other financial instruments. The report does not constitute investment advice to any person, and such person shall not be treated as a client of
MASID by virtue of receiving this report. This report does not take into account the particular investment objectives, financial situations, or needs of individual
clients. The report is not to be relied upon in substitution for the exercise of independent judgment. Information and opinions contained herein are as of the
date hereof and are subject to change without notice. The price and value of the investments referred to in this report and the income from them may
depreciate or appreciate, and investors may incur losses on investments. Past performance is not a guide to future performance. Future returns are not
guaranteed, and a loss of original capital may occur. Please note that the graphs, charts, formulae, or other devices set out or referred to in this document
cannot, in and of itself, be used to determine in deciding which securities to buy or sell, or when to buy or sell a securities. MASID, its affiliates, and their
directors, officers, employees, and agents do not accept any liability (express or implied) for any loss arising out of the use hereof and howsoever arising
(including, but not limited for any claims, proceeding, action, suits, losses, expenses, damages or costs) which may be brought against or suffered by any
person as a result of acting in reliance upon the whole or any part of the contents of this report.

MASID may have issued other reports that are inconsistent with, and reach different conclusions from, the opinions presented in this report. The reports
may reflect different assumptions, views, and analytical methods of the analysts who prepared them. MASID may make investment decisions that are
inconsistent with the opinions and views expressed in this research report. MASID, its affiliates, and their directors, officers, employees, and agents may
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have long or short positions in any of the subject securities at any time and may make a purchase or sale, or offer to make a purchase or sale, of any such
securities or other financial instruments from time to time in the open market or otherwise, in each case either as principals or agents. MASID and its affiliates
may have had, or may be expecting to enter into, business relationships with the subject companies to provide investment banking, market-making, or other
financial services as are permitted under the applicable laws and regulations. In considering any investments you should make your own independent
assessment and seek your own professional financial and legal advisors. Should you choose not to seek such advice, you should consider carefully whether
the securities is suitable for you.

No part of this document may be copied or reproduced in any manner or form or redistributed or published, in whole or in part, without the prior written
consent of MASID. The media is not allowed to quote this report in any article whether in full or in parts without permission from MASID For further
information regarding company-specific information as it pertains to the representations and disclosures in this Appendix 1, please contact
researchteam@miraeasset.co.id or +62 (21) 5088-7000.

Distribution

United Kingdom: This report is being distributed by Mirae Asset Securities (UK) Ltd. in the United Kingdom only to (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), and (ii) high net worth companies and other
persons to whom it may lawfully be communicated, falling within Article 49(2)(A) to (E) of the Order (all such persons together being referred to as “Relevant
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