
   

Wednesday, April 3rd, 2024 

Posts solid FY23 revenue growth despite declining Average Selling Price (ASP) 

in 4Q23. In 4Q23, INCO saw robust revenue growth of 5.5% QoQ, reaching 

US$294mn, with cumulative FY23 revenue hit US$1,232.3mn, up 4.5% YoY (vs. 

FY22: US$1,179.5mn). The surge was driven by a 20.1% QoQ increase in Nickel 

Matte Sales to 20,673 tonnes and brought FY23 sales to 71,108 tonnes (vs. FY22: 

60,960 tonnes), meeting 99.6% of the company target. Production surged by 6.30% 

QoQ in 4Q23, reaching 19,084 tons. FY23, production soared to 70,728 tons, 

meeting the target guideline. However, the ASP declined by 12.1% QoQ to 

US$14,239/ton, attributed to the adverse effects of fluctuating London Metal 

Exchange (LME) nickel prices during 4Q23.   

Lower energy costs and productivity initiatives drive cash cost reduction. 

INCO delivered substantial cost control in 4Q23, slashing cash costs by 8.1% QoQ 

to US$8,929/tonne. This was in line with a 12.1% QoQ decline in ASPs to 

US$14,239/tonne. Throughout FY23, cash costs saw a significant ~16.7% YoY 

reduction to US$17,329/tonne. The key drivers behind this improvement were 

lower coal consumption, down to 5.3 tons/tonne (vs. 3Q23: 6.7 tons/tonne), and a 

decrease in Coal ASP. However, there was a 22.5% QoQ increase in Fuel and 

Lubricant costs due to the rising price of High Sulphur Fuel Oil (HSFO) and Diesel. 

Despite this, INCO achieved a 14.2% YoY decrease in cash cost for FY23, reaching 

US$9,585/tonne. With 4Q23 ASP of US$14,239/tonne and a cash cost of US$8,929/

tonne, INCO managed to secure a healthy cash margin of US$5,310/tonne for the 

quarter.  

Short-term headwinds from nickel prices and lower costs poised for FY24F 

Growth. In FY24F, the targeted production output for INCO remains steady at 

70,800 tonnes, while we anticipate an increase of approximately 75,000 - 80,000 

tonnes in FY25F. We expect a decrease in cash costs for FY24-25F, primarily due to 

lower Fuels & Lubricants and Coal ASPs. We have adjusted our forecasts for Nickel 

Matte ASP downwards, reflecting weaknesses in LME nickel prices due to 

oversupply, with a normalization of ASP by –6.86% to US$13,981/tonne in FY24F 

and US$12,374/tonne in FY25F. Considering these factors, we anticipate a 19.9% 

YoY decrease to US$170mn in FY24F (vs. FY23: US$274mn), resulting in a Net Profit 

Margin (NPM) for FY24F of 17.28%.  

FY24 - Limited downside, strong fundamentals drive future growth. Despite 

limited near-term growth, we anticipate INCO emerging as a formidable global 

player, buoyed by robust support from its parent company. The completion of the 

Pomalaa, Morowali, and Sorowako projects in 2026, focusing on Mixed Hydroxide 

Precipitate (MHP) and Ferronickel (FeNi), is poised to meet the demands of 

Indonesia’s burgeoning nickel industry downstream projects. Furthermore, the 

increased stake of Mining Industry Indonesia (MIND ID) in the company, rising to 

34% from 20%, augurs well for the sustainability and resilience of INCO’s 

operations.  

Using the Discounted Cash Flow method with a Required Return of 10.62% 

and Terminal Growth of 9.46%, we estimate INCO’s fair value at IDR4,548 

(implying 16.9x / 1.05x expected P/E and P/BV). This outlook is fueled by INCO’s 

strong fundamentals, including its strong cost competitiveness and promising long-

term growth projects in MHP and FeNi. Additionally, MIND ID’s increased stake, 

suggests INCO’s potential to navigate near-term headwinds and emerge stronger. 
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PT Vale Indonesia Tbk 
Operational Highlights                 

 FY23 FY22 YoY 4Q23 3Q23 4Q22 QoQ YoY 
Nickel Matte                 

Nickel Matte Production (m tonnes) 70,728 60,090 17.7% 19,084 17,953 16,183 6.3% 17.9% 

Nickel Matte Sales (m tonnes) 71,108 60,960 16.6% 20,673 17,214 16,463 20.1% 25.6% 

Nickel Matte ASP (USD/tonne) 17,329 19,348 -10.4% 14,239 16,204 18,400 -12.1% -22.6% 
           

Fuel and Lubricants                 
HSFO Volume (k barrels) 1,655 1,468 12.8% 396 337 587 17.5% -32.5% 
HSFO ASP (USD/barrel) 82.96 86.99 -4.6% 90.93 85.60 82.04 6.2% 10.8% 

Diesel Volume (kilolitres) 68,029 58,245 16.8% 19,435 17,109 13,449 13.6% 44.5% 
Diesel ASP (USD/litre) 0.92 0.87 5.7% 0.9 0.86 1.01 4.7% -10.9% 

           
Coal                 

Coal Volume (k tonnes) 386 292 31.9% 101 121 42 -17.0% 140.3% 

Coal ASP (USD/tonne) 263.82 328.11 -19.6% 198.01 223.48 491.71 -11.4% -59.7% 
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INCO’s PER Band 

 

Source : Company | Phintraco Sekuritas Research 

INCO’s PBV Band 

 

Source : Company | Phintraco Sekuritas Research 
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