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Three rating agencies (Fitch, JCR and R&I) have recently re-affirmed

Indonesia’s Sovereign Credit Rating to BBB

BBB/Stable

March 2019, Rating Affirmed at BBB/Stable

The decision was supported by favorable GDP growth outlook
on the back of resilient domestic demand and a small
government debt burden compared with its peers. Indonesia’s
sovereign credit fundamentals should be resilient to substantial
exchange rate volatility.

BBB/Stable BBB/Positive

April 2019, Rating Affirmed at BBB/Stable April 2019, Rating Affirmed at BBB, Outlook revised to Positive
“The ratings mainly reflect Indonesia’s solid economic growth underpinned by domestic
consumption, restrained level of budget deficit and public debt, and resilience to external
shocks stemming from flexible exchange rate policies and accumulation of foreign exchange
reserves. The administration led by President Jokowi has formulated a large-scale infra

“Indonesia’s economy is growing at a solid pace. The fiscal deficit to GDP ratio
narrowed from a year earlier, and the government debt to GDP ratio remains low.
While the CAD somewhat widened, foreign reserves are ample relative to short

term external debts. Its economic resilience to ?xter r‘7a_l shocks is (ngintained, development plan and is vigorously promoting it to eliminate the infrastructure shortage. In
supported by the government and central bank’s policies emphasizing addition, it has succeeded in expanding infrastructure expenditures and expenditures on
macroeconomic stability.” human capital, and has been curbing the budget deficit by reducing fuel subsidies.”
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Indonesia has progressed in Ease of Doing Business over the past few years

Ease of Doing Business Rank, 2012-2019

Improved areas:

1.Starting a business
2.Getting electricity

46  China 3.Registering property

4 .Getting credit

5.Protecting minority investors

69 Vietnam 6.Paying taxes
73 INDONESIA : 7.Trading across borders
77 India

Key Improvements
1. In the last four years, Indonesia has
climbed 47 positions
109 Brazil 2. Reducing licensing procedures and
/’ implementing online service system
\124 Philippines 3. Reducmg overlap and applying integrated
risk management
4. Simplifying procedures and strengthening
2012 2013 2014 2015 2016 2017 2018 2019 building inspections

Source: EoDB Survey, 2019 2019: #73
2018:#72
2017:#91
2016:#106
2015:#120
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Top 10 investors in Indonesia (2014- 2019 Q1)

by country, excluding upstream oil & gas, and financial sectors

In USD Million

Country 2018 Q12019 Total
1 Singapore 5,832.1 5,901.2 9,178.7 8,441.6 9,193.2 1,732.2 40,270.0
3 China 800.0 628.3 2,665.3 3,361.2 2,376.5 1,159.5 10,990.9
4 Malaysia 1,776.3 3,077.0 1,115.6 1,213.6 1,774.9 705.5 9,662.8

5 Hong Kong, China 657.3 937.2 2,248.3 2,116.5 2,011.4 583.0 8,553.7

6 Netherlands 1,726.3 1,307.8 14752 1,489.4 9431 3653 7,307.1
7 South Korea 1,126.6 12135 10658 2,024.6 16047 269.5 7,304.7
8 United States 1,299.5 8932 1,1619 1,992.8 1217.6 3289 6,894.0
g British Virgin 6240 7305 1,157.3 844.8 10433 1994 4,599.3

Islands
10 United Kingdom 1,588.0 503.2 3073 7748 2711 23.8 3,468.1

Total Top-10 18.135,3 18.068,8 25.776,2 27.255,6 25,388.7 6,491.5 121,116.2

Source: BKPM, May 2019
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Japanese investments in Indonesia (2014 — 2019 Q1)

Vehicle and other transportation industry
By sector (28.1%)
~___Primary

1.13

billion USD

Electricity, gas and water (20.3%)

Rank 22 1 In 2015 Q1 o 2.7% R
d CoCeC Tertiary Housing, industrial estate and office
2 n billion USD 36.0% buildings (10.0%)
TOtf” , Machinery, electronics, medical
Among total FDI FDI realization instruments, precision, optics, watches

in 2014 -2019 Q1 in 2014- 2019 Q1
5 (7.1%)

1.36

billion USD
in 2018 Q1

Metal, not inc. machinery and equipment
industry (7.1%)

Others (27.5%)

By location

Outside Java Java (93.3%)
6.7%
Sumatra (5.3%)

Kalimantan (1.0%)

Bali and Nusa Tenggara

(0.3%) Average 5 years growth

(2014-2018)

Sulawesi (0.1%)
21%

2014 2015 2016 2017 2018 Q12019

Source: BKPM, May 2019 Total Projects: 14,478 Local workers: 584.594




Indonesia’s economy is expected to shift towards service sector

Total GDP by Sector: Historical and Forecast

in % tributi
in % contribution Sector GDP

AGR
(2015-2030)

Other services

11.9

Transport, storage and communications

Trade, retail, hospitality ST 0 R
10.1

Construction

Manufacturing industry 9.8
9.6

Primary sector 7.2

7.3

Service industry

19808 20008 20150 20300E)0

Source: World Bank, Reserve Bank of Australia, United Nations, Indonesia Statistical Agency (BPS), A.T. Kearney
I —————

Supported by booming consumer class

2030 in 5-6% 2030 in 7% of
2010 2020 of GDP scenario GDP scenario
280
265 280
240

Source: Mckinsey Global Institute
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Promising sector: lifestyle industry

Indonesia Middle Class Spending
(USD Billion)

growth

+564.7% .
The shift:
+165.8% from goods-based to leisure consumption
+303.8%
+159.1%
+200.0% Consumer From goods to Travel to relieve
lifestyle experiences stress
+130.8%
+136.4%
+137.5%
+166.7% More economical E-travel effect
tourism

+225.0%

Source: Canback Global Income Distribution database; Indonesia Central Bureau of Statistics, Mckinsey Consumer and Shopper Insight Indonesia Study, 2011,
Mckinsey Global Growth Model; Mckinsey Global Institute analysis

_____________________________________________________________________________________________}i

Tourism sector also shows promise

» Travel & tourism industry grows 50% faster than global GDP growth

* International tourist arrivals grew by 7% in 2017

“We believe in the next — 6.4%P — — 3.1%°P

twenty years, one of
every four new jobs will
be in the tourism sector”

President Joko Widodo

Contribution Travel & Contribution Travel &
Tourism to Indonesia GDP Tourism to Employment
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Tourism focus on developing 10 new Bali’s — Target of 20 million foreign

tourists in 2019

Investment in Indonesia’s digital economy continues to grow rapidly

* The highest number of unicorns in SE Asia * The digital economy is expected to reach
USD 150 billion by 2025
usD .
BulalaPak obil ~ 23-7mil
com growth in the 5' I people
number of digital value of e- purchasing via e-
finance apps commerce commerce in
since 2010 markets in 2016 2016
* Massive “tech savvy” population * Regional hub for investment from
venture capitalists
143 million 106 million
active social media
internet users users



Our startups are proven to attract considerable amounts of investment

Company Latest Funding

i Note
Round Valuation

3 1 1 Investment from Softbank &
US$Ibillion (2018) US$ billion  Didi Chuxing

Tencent is the largest
US$1 .5bi|lion (2018) US$4 billion  investor

1 7 Alibaba is the largest
USS$ 1 billion (2018) us$ billion investor

uss0.5biion 2017 US$ 2 billion

Investment from ANT
US$0.1biIIion(2019) US$0.75biIIion Financial

Indonesian 4th unicorn, after

uss D Omitiion (2019) us$1 billion  Goiek, Tokopedia and
Traveloka

Investment from East
us$2 7 .Smillion (2018) Ventures. LINE

us$3 Omiliion (2018)

Source: Bisnis Indonesia, Fintechnews.sg, Reuters
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Development of Banten-Jakarta-West Java corridor to boost exports




Investment incentives

TAX ALLOWANCE

TAX Holiday

(MoF Regulation No.150/2018)

100 % of investment value

minimum investment:
IDR 500 billion

Concession period

5 years (Rp. 500 bio - < IDR 1 Trillion)
7 years (Rp. 1 trillion - < IDR 5 Trillion)
10 years (Rp. 5 trillion - < IDR 15 Trillion)
15 years (Rp.15 trillion - < IDR 30 Trillion)
20 years (Min. Rp. 30 trillion)

--------------\

) ) .1
:1 pioneer industries |
| eligible for tax holiday 1
\______________

MINI 5 years (50%): IDR 100 bn
TAX HOLIDAY up to less than IDR 500 bn

(Government Regulation No0.9/2016)

3 O % of investment value

Reduction of corporate
net income tax for 6 years,
5% each year.

r----------------\

business fields I
114 |
I

eligible for tax allowance |
-----------------’

18 Type of Industries

Automotive and
its Main
Component

Main Component
for Shipping
Industry

Plantation &
Forestry-based
Processing

Main Component
for Aeroplane
Industry

Main Component
for Power Plant’s
Machineries

Machineries and
its Main
Component

Main Component
for Train Industry

Digital Economy
& Data
Processing

Import Duty

(MoF Regulation No.188/2015)

2 years exemption

* imported capital goods during
construction period.

* imported goods and material
for production for 2 years
during initial production

years exemption

if using locally-produced
machines min. 30%

A7

Robotic
Component to
Support
Machineries
Industry

Economic
Infrastructure



Investment in human capital is key

Indonesia still needs to continuously and consistently improve its human capital

Indonesia’s HDI 2013-2017

0.694

2013 2014 2015 2016

Indonesia’s HDI 2017

12.8

Expected years of
schooling

69.4

Life expectancy
at birth

*In thousand

Source: UNDP, 2019

Rising need for vocational schools: preparing Indonesia’s future workforce

Revitalization
of Vocational
Education

5.4%

of educational
institutes are
vocational, compared
to 50% in developed
countries

Univ. graduates
do not match

industries’ needs

Regulation

Establishment of
Presidential
Instruction No. 9/2016
on revitalization of
vocational schools

2017

8.0

Mean years of
schooling

10.846*

GNI per Capita

Source: Ministry of Research, Technology, and Higher Education, 2017

Comparison of HDI 2017

Singapore
Brunei Drslm
Malaysia
Turkey
Mexico
Brazil
Thailand
China
Philippines
South Africa
Indonesia
Vietnam
India
Cambodia

Myanmar

Where are vocational
graduates needed?

& £ @ =

Food and Energy  Tourismand Maritime
agriculture creative
industry

What can industry do?

: j“.e :—_h"‘\\_\ :
200

Develop  Arrange Provide Provide

vocational the joint- lecturers  internships

education curriculum

I 0.932

0.853
0.802
0.791
0.774
0.759
0.755
0.752
0.699
0.699
0.694
0.694
0.640
0.578
0.582




Super Tax Deduction / Government Regulation no. 45/2019

Vocational .
200% of cost for vocational
activities
Training, Internship, Strategic
Learning

Research &

pevelopment 300% of cost for Research &
Development

Invention, Innovation, New
Technology, Transfer of Technology

Online Single Submission 1.1

s SIMPLIFIED

e REGISTRATION
* BUSINESS STAGES

s NFORMATIVE

e COMMITMENT LIST
e BUSINESS VALIDATION

mad COMPREHENSIVE

* BUSINESS TYPES
e LOCATION PERMITS
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