Indonesia Market Color

| - FX & Interest Rate

‘ Bank Indonesia (BI) has initiated an easing cycle, signaling its readiness for further rate
Danamon cuts by reducing SRBI issuance, lowering SRBI rates, fully utilizing reserve requirement
incentives, and strengthening the Indonesian Rupiah (IDR). Current economic conditions
reflect five consecutive months of deflation, three months of the Purchasing Managers'
Index (PMI) below 50, and household consumption growth under 5%. This ongoing
deflation is linked to a decline in purchasing power among the urban middle class. In
September 2024, the Consumer Price Index (CPI) showed a monthly deflation rate of -0.12%
and an annual rate of 1.84%, largely driven by significant price drops in volatile food items
like red chili and cayenne peppers. Further deflation is expected, particularly with lower
non-subsidized fuel prices effective October 1, 2024.
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This environment provides Bl with an opportunity to lower interest rates in line with
global trends. Additionally, substantial inflows into domestic instruments have been
observed, with net inflows of USD4.9 bn in August 2024, followed by USD1.8 bn in early
September, which has strengthened the Rupiah. Despite a downward trend in Indonesian

treasury.economist@danamon.co.id  goyernment bond yields, the spread between U.S. and domestic bonds remains around
1300 bps, suggesting that a rate cut could further lower yields.

However, as we enter early October, challenges arise for the Rupiah amidst rising
tensions involving Israel, Iran, Lebanon, and the U.S., which could lead to capital outflows
and pressure on Indonesia's financial instruments. Nevertheless, we remain cautious yet
optimistic about Indonesia's long-term domestic conditions, especially as the country
prepares for the new presidential inauguration this October.

Please see the important disclaimer and
information on the back of this report.

Chart 1. Amidst Low Inflation in Indonesia, Bank Indonesia Chart 2. Bank Indonesia Significantly Reduces SRBI
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Automotive Industry

The latest data from Gaikindo indicates that national wholesale car sales reached 76,304 units in August 2024,
reflecting a 2.8% MoM increase from July. Retail sales also rose by 1.6%, from 75,608 units to 76,808 units, driven by
the launch of new models and auto exhibitions. However, August 2024 sales were still 14.19% lower than in August
2023, showing a decline of 12,624 units. From January to August 2024, wholesale sales fell by 17.1% YoY to 560,619
units, while retail sales decreased by 12.1% to 584,857 units. Gaikindo attributes this trend primarily to consumer

purchasing power, yet there remains optimism for recovery and growth in Indonesia's automotive sector.

In the multifinance sector, growth and stability are evident due to ongoing activities, though caution is warranted
regarding debt and problematic assets. Furthermore, the rise in vehicle spare parts sales signifies a consumer shift
toward maintenance rather than purchasing new vehicles, indicating a nuanced perspective on market behavior.

Overall, both sectors highlight the resilience of the Indonesian economy amid challenges.

Chart 3. Trends in 4W Sales in Indonesia
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Chart 4. Trends in Top Financing Objects by Value

Financing Objects Jul-23  Jan-24

New Four-Wheeled Motor Vehicles 139.1
Used Four-Wheeled Motor Vehicles 715
New Two-Wheeled Motor Vehicles 73.7
Transport Vehicles 574
Heavy Equipment 39.5

Used Two-Wheeled Motor Vehicles 21.2

Source: Indonesia Financial Services Authority
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Indonesia’s Selected Economic Indicators
2022 2023 2024E 2025E

National Accounts

Real GDP (% y-0-y) 53 5.0 5.05 5.11

Domestic demand ex. inventory (% y-0-y) 3.8 4.6 4.90 4.95
Real Consumption: Private (% y-0-y) 4.9 4.9 4.82 4.98
Real Gross Fixed Capital Formation (% y-0-y) 3.9 4.4 4.20 4.40
GDP (USD bn) — nominal 1,319 1,371 1,445 1,503
GDP per capita (USD) — nominal 4,783 4,920 5,067 5,219
Open Unemployment Rate (%) 5.9 53 5.0 5.0

External Sector

Exports (% y-o-y, BoP Basis) 25.6 -11.3 -6.80% 4.17%
Imports (% y-o-y, BoP Basis) 216 -7.3 -2.11% 2.41%
Trade balance (USD bn, BoP Basis) 62.7 46.4 33.1 38.0
Current account (% of GDP) 1.0 -0.1 -0.8 -0.9
Central government debt (% of GDP) 39.6 38.9 39.13 39.05

International Reserves —IRFCL (USD bn) 1372 146.4 1420 142.0

Reserve Cover (Months of imports & ext. debt) 5.9 6.5 6.3 6.3
Currency/USD (Year-end) 15,573 15,399 | 15,000 | 14,755
Currency/USD (Average) 14,855 15,244 | 15,661 | 14,865
Other

Bl 7-Day Reverse Repo rate (% year end) 5.50 6.00 5.75 5.00
Consumer prices (% year end) 5.51 2.61 2.19 2.51
Fiscal balance (% of GDP; FY) -2.38 -1.65 -2.70 -2.57
S&P's Rating — FCY BBB BBB BBB BBB

Source: CEIC, E= Danamon Estimates
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ANALYST CERTIFICATION

We hereby certify that all of the views expressed in this research report accurately reflect our personal views about any and all of the subject issuer(s) or
securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or views in
this report.

DISCLAIMER

The information contained in this report has been taken from sources which we deem reliable. However, none of P.T. Bank Danamon Indonesia, Thk. 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. Bank Danamon Indonesia, Thk. its affiliated companies and their resp ective 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 result of acting in reliance upon the whole or any part of the contents of this report and neither P.T. Bank
Danamon Indonesia, Tbk. 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 expressly disclaimed. The information contained in this report is not be taken as any recommendation made by P.T. Bank Danamon Indonesia,
Tbk. 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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