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Market Update — Apr 2025

Global Macroeconomics

U5 Interest Rates Outlook by Global Institutions Interest Rates Outiook from Global Institutions
Az of April 2025, major global finandal institutions have updated their US

5.00% interest rate outlooks in resporse to escalsting trade tensions and sconomic
unCertainties.
4. 50%
JP Morgan :
4 00% * JP Morgan foremst plobal recession increased to 60%, up from 400, due to
carscerns over U5, trade policies and potential retalisbory tariffs from Chine.
3 50% *  On Interest rates, 7 Margan anticipates the Federal Reserve will implement
rate outs &t each meeting in 2025 starting in June, with an additional cut in
3 January 2026, potentially bringing the upper bound of the policy rate to 3%.
B Goldman Saches -
TS ) o ) «  Zaldman Sachs forecast global recession raised to 45%, from 35%, dting the
Rpre25 Jun-25 Aug-2a Qes s Do 25 impact of new tariffs and increased polioy uncertaingy.
P MAOTE3N  m—Goldman Sachs Plorgan Stanbey * On Irterest rates, Goldman Sachs expects the Federal Reserve to begin
outting rates in fune 2025, with three consecutive 25 basis point redwctions,
Fed Watch Meeting Probabilities earlier thisn the previously snticpated start in buly.
QLS PEDWATEH TOOL - COMDITIOMAL HIETHG FROBABLITES Margan Staniey :
MEETING DATE JGAI38 IIS050 TEGIPE IPOE0 ID62E THSISD ISEATE ITEAR A0-0N ATS-AE * Morgan 3mnley does not indude s recession in its bese case but
BT O dffe O0% 00 s MR cion o _'n it Bz @A incr i n:l realistic bawr caze so=nario.
AT O0% O0% OO0% O0% O0% 00% O0% 65% ) WIS 120 * On irterest rates, Morgan Stanley sxpect tariff-induced irflation will kesp
TOARE O0% 00%  DO%  00%  OO%  00% BSR40 ITPR BMM the Fed an the sidelines ard as & result, Morgen Stanley Ressarch = no
SRS D G OO 00 00N e Mo 40BN Mas e longer articipating = June rate cut
RGE 00 Gure DEM i iR Dade Mbm MREW TR 0% )
A0S OO% 0% ODO%  ATE 1NN MIAR MR WE% 13 0% _ . _
wmerm| orm| pom| oms| orm| mos B mes| new| zem| o After having cut FFR by 100 basis points since September 2024, the Fed poused
WIBTIE  O0%  02% 2% I0TE 3N TR T14% AT ITR DI% in fanuary 2025, but we think this iz only temporary. Falling inflotion infine
ATUAE 00N 0A% 30N 115 50W SEW SR TOW 4R 0N with slowing eco ic ond job g h mean thiet both povts of the Fed's dual
BTN D% 1R GAN 4w MR STIR WMER A% 12w 0% mandate will aiign with the cail for lower rotes.

TERGIE  OXN 1 BEN 1TFe MM HTh 10M Bd% 1.1P%. 0%
IR O4%  24% Bi% 143% H4% M4MI5% Hi% A 0a% 0%
WEAARE O4%  22% TER ITI% AT MA% 121% AT 12% o1%
120AE 1% A% I8N 99% WM XA XM 12N 48% 1.0%

Ultimartehy, we think the economy needs much lower interest rates to sustsin
a healthy growth rate. The full effeds if interest rates were to remain st

today's high levels have not played out.
Source : Reuters, CME, Setinbudi Investment Management = high =

. Fed Economics Data
Federal Reserve Economics Data ~
Sebprine Warigags Cavidla * 10-year treasury vyield stood at 4.34%, US 10-Year
Breakeven Inflation rate at around 2.11%, Treasury
Inflation-Indexes Securities (TIPS) 2.23% as of 15 April,
S 2035,
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-.;EE W\_\ fereeedw e see the 10-Year Breakeven Inflation rate has been
' relatively sticky and slower to go down.

1,00
2,00
& & 2 ) P o o d We see markets expect Fed te maintain higher interest rates
F o f ¥ ¥ b e b for a bit. It will reflect on reduced demand for long-term U%

Treasuries likely due to Fiscal concerns (rising US deficits and
issuance), Sticky inflation and shift in global capital flows.
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Source : Fed, Setinbudi Investment Management
If inflation doesn‘t drop, rote cuts may be delayed and
impact to recession risk rises. Higher Treasury yields roise
federal interest payments would be effect on long-term fiscal
draog.

On Bonds market, higher for longer will reduce duration to
avoid capital losses. Shift to short-term bonds or T-bills as o
safe yield alternative.

On Equity market, higher borrowing cost may result im
weaker business margin and lower EPS growth, company
with high debt will foce profit headwinds.
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GDP Growth and World Trade Volume Forecast
* In Jam 2025, IMF update global growth to remain steady at 3.3%

for both 2025 and 2026. IMF cautions that renewed inflationary
pressures could disrupt menetary policy adjustments, potentially
impacting fiscal sustainability and finandal stability.

The gradual cooling of labor markets is expected to keep
demand pressures at bay. Combined with the expected dedine
in energy prices, headline inflation is projected to continue its
descent toward central bank targets.

World trade volume estimates dowmward slightly for 2025F and
2026F. The sharp increase in trade policy uncertainty, which is
likely te hurt inwvestment disproportionately among trade-
intemsive firms.

Global PMI and Supply Chain Pressure Index
* Global PMI increase to 52.1 in March 2025 vs 51.5 in February

2025, abowve monthly average of 50.9.

Global economic expansion regained some momentum in March
amid improvements in the service sector, business optimism fell
and cost pressures intensified ahead of additional tariff
annoumcements in April.

* Global Supply Chain Pressure Index decline to -0.18 in March

2025 vs to -0.07 in February 2025. Rising geopolitical tensions,
particularly between the U5, Europe, and China, contributed to a
fragmented global trade environment

We szee the declining supply chain pressure to negative area in
mid 34 2024 negatively impact on manufacturing growth.
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U5 Labour Data US Labour Data

* U5 Official Nonfarm Payroll added 228k in March 2025 ws 117k
in February 2025

* Employment trended up in health care (54K}, sodal assistance

e (24K}, and in transportation and warehousing (23K}

Employment also increased in retail trade (24K), partially

loo reflecting the return of workers from a strike.

o o * U5 Unemployment Rate rose to +3.2% in March 2025 vs +4.1%

in February 2025
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Us Inflation vs PCE U5 Inflation and PCE

* U5 inflation grew to slow pace at +2.4% Yo¥ in March 2025 vs
+2.8% Yo¥ in February 2025.

* Core inflation which excludes volatile items such as food and
energy were grew at slow pace to +2.8% YoY in March 2025 vs
+3.1% Yo in February 2025.

Source - Tradingeconomics, Setisbudi Investment Management

US GDP &nnual Growth us coP

" 7 = US economy grew at a slower pace at +2.5% YoY in Q4 2024 vs
+2.7% YoY in Q3 2024.

&

= The main driver was strong consumer spending, which rose 4.2%,

supported by a resilient job market and wage growth. Government

spending also contributed positively, while business investment
I I I I I I I declined, particularly in eguipment and structures.
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Us Trade Balance
= U5 Trade deficit narrowed to USD 122 billion in February 2025 ws
UsD 131 billion in January 2025.

= In monthly basis, export grew to +3.1% MoM in February 2025 ws
+1.1% MoM in January 2025. Import flat at +0% MoM in February
2025 vs +9.9% Mobd in January 2025. In annual basis, export grew
+4.8% ¥oY and import grew +19.9% Yo,

T e A2 ARAAARASE 222N = The goods deficit fell by 8.8 billion to 3147 billion and the services
& :: :E = 9?5 L] :; ;_' =R ; & surplus narrowed by S0.E billion to 524.3 billion. The US trade gap

narrowed with China, Switzerland and Canada but increased with
5 Trade Balance  =—=L5 Import = U5 Export the EU, Mexico and Vietnam.

Source : Tradingeconomics, Setisbudi Investment Mansgzment
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Us PMI Manufacturing Us PMI Manufacturing & Non Manufacturing
- * U5 PMI Manufacturing decline to 50.2 in March 2025 vs 52.7
55 H in February 2025.

50 —W_—‘kr = - — } — *  Manufacturing PMI signaled a slight improvement in
a5 : : operating conditions, it marked the weakest expansion of the
4o LI

year so far Production declined for the first time since
December, following February's sharpest output growth in
o B o B nearly three years, largely driven by efforts to front-run tariffs.
& "bf\ F o g g *  US PMI Non Manufacturing decline to 50.8 in March 2025 vs

to 53.5 in February 2025.
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The declining PMI manufacturing and PMI non manufacturing in
1 quarter of 2025 could be negative signal for US economic

growth. We see U5 Tariff adjustment are a part of uncertainty for
business, sticky inflation and high interest rates are obstacle on

Source : Tradingeconomics, Setimbudi Investment Management

manufacturing productivity.
Fed Balsnce Sheet - FED's Balance Sheet
L0009 B734 * FEL's balance sheet went down to USD 6.7 tn as of 16 Apr
g 5000 2025 from its peak at USD &.96 tn as of 13 April 2022.
;' 2000 araz * Fed forecasted the balance sheet to decline to USD 5.9 trillion
S oo in 2025 as reserves fall to about 8% of nominal GDP and
£ eoo0 reverse repos are eliminated.
s000 * Based on our estimate, since the last uptick in April 2023,
4000 FED's Balance Sheet has been going down by an average of
1000 0.5% in monthly basis (or USD 80-80 billion per month), which
2000 we project it will reach its target of USD 5.%tn by Nov 2025
1000 with the current speed.
a * Monetheless, the FED is planning to slow its OT efforts starting
Dec-1% Jun-£2 Dec-24 from July, reducing the monthly sale of US treasuries to USD

25 billion per month_ Im turn, the OT will still push yield up, but

Spurce : Federal Reserves, Setisbudi Investment Management .
not as aggressively as before.

Yield Curve Between 2 ¥ ws 10 ¥ Yield curve between 2-year and 10-year

*  The spread between 10-year and 2-year treasury was back in
positive territory after an inversion over the past two years.

*  10-Year U.5 Treasury yield is at 3.80% on 17 April 2025 while
2-Year Treasury yield was at 4.33%, resulting in a +0.53%
spread.

Aug-18  Aug-19  Aug-20  Augdl  Aug-21  Aug-23  Augdd

Zowrce : Federal Reserve, Setiabudi Investment Managemsent
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CH Trade Balance

China Trade Balance
110 200 * China's trade surplus surged to USD 102_64 billion in Mar 2025
100 =0 ws USD 85.25 billion in Feb 2025.
=0 * |Impeort increase to USD 21127 billion in Mar 2025 ws USD
&0 184.71 billion in Feb 2025.
40 * Export increase to USD 31391 billion in Mar 2025 vs USD
o] 269.97 billion in Feb 2025.

a * China's customs agency releases combined trade data for
b

P ok é‘«} s ..z.j-l i January and February to mitigate distortions from the varying
* T T S E T dates of the Lunar Mew Year, which occurred between
——CH Impart CH Expart January 28 and February 4 this year.
* Dwring the period, the trade surplus with U5 reached USD
76.65 billion, as exports advanced 4.5% while imports declined
CH PMI Manufacturing 1.4%
;'2' China PMI Manufacturing & Mon Manufacturing
56 * PMI manufacturing increase to 51.2 in March 2025 vs 50.8 in
54 February 2025.
o Oy * PMI non-manufacturing increase to 50.8 in March 2025 vs 50.4
?; - —_— — — - o i February 2025.
:& * We see an expansion in factory activity and at the fastest pace
4 in @ year, suggesting that Chinas stimulus measures are
e . R . S SN . R . supporting ecenomic recovery. The Chinese government has
SR R A been ramping up efforts to boost the economy and cushion
m——CH P Manufacturing CH PMIl Non Manufacturing the impact of an escalating trade war with the US Both
production [52.6 vs 52.5 in February) and new orders [51.8 vs
Source : NBS of China, Setiabudi Investment Management 51.1] increased.
CH Inflation

China Inflation
.5 * China's recorded deflation -0.1% in March 2025 ws -0.70% Yo
in February 2025
* Core consumer price grew +0.5% Yo in March 2025 vs -0.1%
Yo in February 2025.

:"; \_\/\/\/\/‘Iﬁ‘“—\/\/ * We see trade dispute with the UL5. threatens to exert further
. downward pressure on prices. The latest drop was significantly
milder than February’s -0.7% fall, supported by a smaller

T I I decline in foed prices as pork prices accelerated and fresh fruit

S R A
I A Ly . AL ¥ v
F g F o g W o costs rebounded.
s | ety [ Core beflatian [Yoy]

CH PPI Change (%) China PPI

a * China's producer prices fell -2.5% YoY im March 2025 ws -2.2%
I | | I I Yo¥ in February 2025. Chima continued efforts to spur demand,
! despite producer deflation amid a seasonal downtrend in

energy demand and ongoing trade row with the U5 that fueled
comcerns over growing stocks of unsold exports, potentially
pushing domestic prices even lower.

* The cost of production materials fell further [-2.8% vs -2.5% in
5 February], with deeper drops in mining [-8.3% vs -6.3%), raw
materials [-2.4% vs -1.5%), and processing [-2.6% vs -2.7%).
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Sgurce : Tradingeconomics, Setinbudi Investment Management



Indonesia Macroeconomics

GDP Yo¥ Growth
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Indomesia GOP

Indonesia’s economy grew by +5.02% YoY in 04 2024 vs +4.95% Yo in
Q3 2024, miszing the afficisl tanget of 5.2%.

Private consumption grew slightly faster (4.985% in 04 w= 4.91% in Q3),
despite moderation in both government spending [4.17% in Q4 vs 4.62%
in 03) and fixed investment [5.03% in 04 vs 5.16% in Q3). On the trade
front, exports slowed (7.63% in Q4 vs B.70% in 03) amid soft global
dermnand, while imparts remained resilient (10.36% in Q4 vs 11.92% in

Q3

For 2025, the GDP growth target remains st 5.2%. However, the central
benk recently cut its growth forecast for this yesr to 4.7%-5.5% from
4 B%-5.6%, citing U5 tariff disruptions.

Indonesia Unemployment Rate

Indonesia’s unemployment rate declined to 4.91% in O3 2024 vz 5.32%
in 03 2023.

The number of unemployed persomns dropped by 4.96% from = year
earlier to 7.47 million. Concurrently, the number of employed increased
by 3.42% to 144 64 million, mostly im agriculture, forestry, and figheries.
Mesrwhile, the lsbor force participation rate rose to 70.63% from
69.48% the prewious year. In Q1, the jobless rate stood at 4.E82%. The
country's unemployment rate i reported only twice a year, specifically in
01 and 03,

Indenesia Inflation

Indonesia’s recorded annual inflation +1.03% ¥o¥ in March 2025 vs
deflation -0.09% YoY in February 2025. We see an inflation amid a
recavery in spending during the fasting month and ahead of the Eid
al-Fitr festivities.

Core Inflation flat at +2_48% YoY in March 2025 vs +2.48% in February
2025. Core inflatien driven by higher gold jewelry prices, as investors
shift toward safe-haven assets amid global uncartainty.

Prices imcreased further for food +2.07% in March wvs 2.25% in
February, health +1.80% in March ws +1.79% in February,
accommodation +2.26% in March vs +2.47% in February, and
transport +0.83% March vs +0.94% in February.

Indonesia Interest Rate

Bank Indonesia remain steady at 5.75% in April 2025 meeting Bl held
rate 5.75% since February 2025 meeting after 25 bps cut in January
2025 mesting.

This decision aligned with the central bank's commitment to
maintaining inflation within the target range of 2.551% for 2025 and
2026, stabilizing the Rupiah, and supporting economic growth amid
global uncertainty.
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10 PR and €1 . Indonesia PMI and CC1

m 14 = Indonaesia PMI decline to 52.4 in March 2025 vs 536 in February

i -\'\a— I 19 2025,

" 10t = Indonesia’s consumer confidence dedining to 126.4 in February 2025

" - Vs 127.2 in January 2025.

" “ We see the declining in momufocture infine with slowing poce of

“ " growth for consumer confidence. Uncertointy in business and

Ll m geopalitics affect most businesses to hold bock exponsion. On the other

o hand, foctory utilities hove also been held bock in line with the

slowdown in people's purchasing power.
. | =L
L Indonesia Factory Capacity Utilization and Industrial Production
I Industry Fraductivity Indonesia factory capacity utilization at 72.91% in 04 2024 vs 73.13%
2,00 in 03 2024. We see the dedlining factory capacity utilization from
5,00 peak at 75.17% in Q3 2023 in line with global economic downburns.
4,00
2,00 Indonesia industrial production grew by +7.28% in 03 2024 vs -0.8%
0,00 in Q2 2024. We see jumped in Q3 2024 in line with household
2,00 consumption and gross fiwed capital formation, indicating sustained
4,00 domestic dermand.
" ot i 1 ‘- .._‘- l"- .._'.'-
o ‘_'Q"" o o = .;.’T.'\. ,?3- c._-\' :-+\'
m— g pacity Utilization e |l usirial Production

Sowrce: Bank Indonesia, Setabudi Investment Maragement

|0 Reetnil Sabes Yof

Source: Bank Indonesia, Setiabudi Investment Managemwent

Indonula Retail Sales
Retail sales grew +2.0% Yo¥ in February 2025 vs +0.50% YoY in
January 2025.

= Expansion in retil rade driven by a surge in sales of automotive
parts and accessories (16.1% vs 15.2% in lanuary). At the same time,
tumnowver grew faster for cultural and recreational goods (7.5% ws
1.9%) and food (1.8% vs 0.9%], while rebounding in clothing (4.9% vs
-5.6%) and fuels [3.3% vs -1.4%).
Retail sales are expected to rise by 0.5% Yo¥ in March.

We see growth ot stower pace of retail sales in early 2025 and weaker
than expected conswmer demand. We think growth slows influenced by
slower middle-class expansion, coutious spending habits, and economic
wncertainties. While government cash tronsfer programs helped
sustain retail activity throughout the year, they were not enough to
drive @ stronger rebound.
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10 Current Accournt Indonesia Current Accownt
*  Indonesia’s CA deficit LSD 1.15 billion in 04 2024 or -0.3% of GDP.

f:_ e = . Primary imcome shortfall inched lower to USD 9.01 billion from USD 9.26
200 2 billion & year aze, while the services sccount deficit widened ta USD 5.19
S bamagy §  billien from USD 477 billion. Meanwhile, the trade surplus remained
a0 = little changed at USD 1134 billion, compared to USD 11.39 billion & year
1_“- . Wi 5 earlier, while the secondany income surplus rose to USD 1.72 billicn from
- the prior USD 1.25 billion.

{1,25)12.00]

*  For the full year 2024, current sccount defict widened sharply to USD
|a,00] B85 billicn {0.6% of GOP) from USD 2.04 billion (0.1% of GDP) in 2023,
due to & decline in the trade surplus amid subdued foreign demand,

(2,15)

10,0% P e e e e e - {&.00) while domestic demand remained strong. Howewver, the figure stayed
Tu R TR TR R T R I LI within the central bank's outlook range of 0.1% to 0.5%
23 4= 2 i B . .
M Curret Account [USD bn) e CUrTENE Azcouint [Yod GOP)
|0 Trade Balance Indonesia Trade Balance
*  Indonesia’s trade surplus widen to USD 4.3 billion in March 2025 vs USD
e e 3.1 illion in February 2025.
1.0 .= Euports grew by +3.16% YoY in March 2025 vs +14.05% YoY in February
6000 R 2025. We see an increment on export value by non oil & gas export
00 0008 metsl ore commodities, slsg and ash then iron and stesl snd el=ctrical
4000 machimery amd sguipment and parts.
E 3800 tepon ¢ Imports grew by +3.34% Yo in March 2023 ws +2.3% Ya¥ in February
5 on L 2025. Imparts was driven by sn increase in nore-oil end gas imports with
: -4_--_1 L0000 8 contribution to the increase in totsl imports of 6.45% Yo,
" - 500
000t 3 ARARARAAAS
o 3 A REEESEES: 0
e Trads Bakancs |USD Ma| se—ogor (050 M o rmpis [USD Ma| [Makt
Eource: BPS, Bank indonesia, Setlabudi Investment Managemant
ID Loan Growth Yo and Forex Reserve indonesia Loan and Foreign Reserves
9,18 = Lending grew at by +9.16% Yo¥ in March 2025 ws +10.3% YoY in
15 \157 150.0 February 2025.
. :’;; = Monetheless, we see 2025 will be challenging for lending growth due
. 120.0 to; (1) high basa impact (2] global economic slowdown which lead to
5 100,0 softer commodity prices thus reducing the demand for loan and (3)
200 Potential reinststement of loan restructuring polides (4] new
& jgg regulation for export eamings retemtion aims to bolster foreign
I = e s s
z o0 management.

Oict-18 —

o E B8 A HHHA A oa = Foreign exchange reserves in Indonesia increase to USD 157 billion in
5 P55 % 55855055495 Miarch 2025 vs USD 154 billion in February 2025.

W ey Reserve (USDER)  =——]Lpan growth (%)

USD vs Asian Currency 2025 YTD

Indonesia Rupiah Against USD
12 056 = Rupiah deprecate -4.41% in ¥TD along with strengthening of USD in
10 early October negatively impact for domestic financial market.

= Bank Indonesia expects the Rupiah remain stable in line with
416 attractive yields and low inflation. Bank Indonesia will continue to
3 9% 2,82 optimize, including strengthening the pro-market monetany
061 I 1 1,32 I I operations strategy through optimization of SREBI, 5WBl, and SUVEI
- | | I
0,09

4,18 332

& o @

a8 m
L=

instruments to strengthen the effectiveness of policies in attracting
foreign capital inflows and supporting the strengthening of Rupiah.

[

b

4,41
BND CMY HED IDR IFY KHE KRW LAX MMEMYRE FHP SGD THE WND

m

Source: Bank Indonesia, Asian Bond Online (as of 17 Apr 2025, Setiabudi Investment Managemaent



Government Budget Efficiency
Office Supplies (ATE|
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Ministry af ATREPN [ 2m
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refcnassan Captal City Authongy [O1KK] B3 1.1%
Ministry of Sucisl &ffars (Samprmes) e .97
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Indonesia Budget Efficiency

Indionesian gowernment imglemented significant budget efficiency
measures, cutting Rp306.69 trillion (approximately 8% of the total
budget] under Presidential Instruction Mo. 1 of 2025. The cuts
affected both ministerial spending [Rp256.1 trillion) and regional
transfers (Ap50.5 trillion) to reallocate funds for priority programs,
such as the free school meal initiative.

Major reductions include: stationery [-50%), ceremonies [-57%),
trawel (-54%), seminars (-45%), and infra (-34%), while salaries and
social aid remain untouched. Despite the cuts, the fiscal deficit
target stays at 2.5% of GDP.

The budget efficiency measures aim to reallocate spending to
strategic initiatives while reducing unnecessary expenditures.
However, EConomic experts warn that excessive budget cuts could
disrupt public services and slow economic growth.

DG O

;.1

425 We hawve been anticipating a scenarie in which Indonesia's fiscal
:;:Z deficit breaches 3% due to the ewer-increasing spending on free
1on: Meals program. Indonesia’s budget cuts will likely strengthen bong-

442 term fiscal stability and attract irvestment, but in the short term,
’Mi they pose risks to growth, employment, and public services, Careful
1::5 implementation and targeted reimvestments (especially in sodal

vaz  programs and essential infrastructure) will determine whether the outs

41 |ead to efficiency or economic drag.
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Sowurce: DIPE MoF, Beritasabu.com, Setabudi Investment kManagement

Danantara Opening Ceremony

Danantara Organization Structure
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Source: Danantara, Setiabudi Investment Management

Deep Dive Danantara Investment Holding

* Danantara aims to consolidate and optimize government investments to
bolster national economic growth. The fund focuses on enhancing the
performance of SOEs, attracting global investors, and ensuring Indonesia's
long-term economic stability.

We concern key risk for Danantara and SOE’s -

Pressure to Maintain High Dividend Payouts

If Danantara’s returns do not meet expectations, the government might
still demand high dividend contributions from SOEs. SOEz may face
difficuity balancing capital investment needs and dividend payouts if
Danantara prioritizes short-term government revenue

Governance & Political Risks

Political influence on Danantara could lead to suboptimal capital
allocation, where SOEs are forced to fund politically motivated but low-
return projects. Limited oversight by Indonesia’s Financial Audit Board
(8PK) raises concerns sbout mismanagement risks.

Risk of Misaligned | S o

If Danantara focuses on immediaste profit generation, SOEs might be
pressured to maximize short-term earnings instead of long-term business
transformation. There's a possibility that Danantara channels capital into
sectors with slower returns, limiting SOEz" ability to fund high-growth
opportunities.

Market Volatility & External Risks

Danantara’s financial sustasinability depends on global market conditions,
interest rates, and commodity prices (especally energy & banking). i
investors perceive weak governance or unciear dividend policies, it may
negatively impact SOE stock prices and market confidence.

Danantara can positively transform Indonesia’s SOEs, but its success
on transparent governance, dear investment gies, and bal
dividend policy and businesz growth. The fund should focus on long-term
sustainability rather than short-term fiscal gains to unlodk its full potential.
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Impact of DHE on Indonesia Economy
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Downgrade from Foreign Institution

* Maorgan Stanley downgraded Indonesia’s stock rating in the Morgan
Stanley Capital Intermational (M5CI) index from equakweight (EW] to
underweight [UW]. While Goldman Sachs lowered the rating of 10 and
20 year government bonds to neutral, and downgraded the rating of
Indonesian stodcs from overaeight to market weight.

* Goldman Sachs Group Imc. projects that the state budget defict will
widen and approach its limit of 2.9% in 2025. The projection is wider
than the government's target, which is a deficit of 2.53%. The projection
is doze to the government's maximum APBN defict limit of 3%.

*  In last ten years, Indonesia state budget deficit exceeded 3% only during
Cowid-19 pandemic [2020 and 2021). Government made an exception
due to the high need for state spending to handle the pandemic, when
state revenues were drastically reduced due to economic disruption.

* Indonesia’s fiscal risks were the main reason the gisnt bank lowered its
cutlook for the country's capital markets. There are concerns over global
trade tensions and & weskening domestic economy after President
Prabowo Subfnto announced of fiscal palicies.

* Widening Budget deficit is considered to be the impact of massive
spending on programs such as free nutritious meals (MBG], budget
reallocation, the formation of 8P Danantars, to the expansion of housing
policies for low-income communities {(MEBR) through the issuanos of S8M
Haousing.

We see this could reduce liguidity in the stock and bond markets, leading
to increased asset price volatility. If capital outflows inorease, Bank
Indonesia may have to increase its interventions to maintain eachange
rate stability and prevent further shocks to the financial system.

Impact of DHE 504 on Indonesia and Company Performance

Devisa Hasil Ekspor Sumber Daya Alem (DHE SDW) in Foreign Exchange
effective on March 2025 plays & critical robe in Indonesia’s economic stability
and development. Here's a breskdown of how it affects the economy:

Strengthens the Rupizh

Supports Liguidity and Monetary Policy
Enhances Trade and Imvestment Confidence
Fuels National Development

Fall il

Positive Impacts for Commaodities Companies

* Repatriastion of DHE helps stabilize the Rupiah, reducing currency
volatility and making it essier to plan imports, investments, or debt
repayments.

» Companies may benefit from tax incentives, better ecport financing, or
priority trestment for being compliant with DHE regulations.

» Converting DHE 5DA to Rupish can support working capital nesds and
investmient in local expansion.

MNegative Imipacts for Commodities Companies

* M=andatory placement of DHE S5DA in domestic banks limits s firm's
flenibility in managing FX liquidity overceas

* Imterest rates offered for DHE 5004 depasits im domestic banks are often
lower than international bank products, potentially reducing earnings on
idle funds.

* Companies may face exchange rate bosses when converting DHE into
Rupizh, espedally if Bl mandates conwersion during pericds of Rupizh
strength.

We see the potentiol risks if DHE 504 is mot repatricted is [imits FX supply
domestically, wowld be pressuring Rupiah.
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Tax Revenue Fell in Early 2025
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Royalty Rates Adjustment and Non Tax State Revenues

Ministry of Energy just relessed the regulstion on royalty hike, sffecting not only
nickel but also gold, copper, and bauxite. Implementation starting from 26 Apr
2025. Meanwhile, for coal commodities, the government plans to adjust royalty
rates and non-tax state revenues (PNBP) as follows:

= IUP Contract:

Tariffs increase by +1% for coal with calories 24,200 and »4,200-5,200 when
the Reference Coal Price (HBA) is 25590 ton.

= PEFP2B Contract:
Tariffs increased by +1% for coal with calories £4,200 and »4,200-5.200 when
HEA zUS590/ ton.

= IUPK Contract [extension of PEP2B):
Tariff range changed. The government also plans to adjust the Corporate
Income Tax (PPh) rate for companies with IUPK contracts from 22% to be in
sccordance with income tax regulations.

We consider this adjustment potentisl to suppress the performence of coal
producer issusrs operating with |UP permits such sz PTBA and PKPZB swch as
ITMG.

In mddition, the increase in royalty rates for metal commaodities also has the
potential to suppress the performance of mineral producer issuers such as
MDEA, MBMA, INCO, NCKL, ANTM, BRMS, and AMMN.
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Tax Revenue Fell in Early 2025

= Total government revenue for January and February fell by -20.8%
YoY to 316.9 trillion rupiah, while spending was down -7% YoY to
348.1 trillion rupiah. Tax revenues, excluding customs and excises,
fell in the two months to 187.8 trillion rupiah or -30.2% YoY.

= The finance ministry said moderating prices of key commodities such
as coal, nickel and crude oil were to blame for the drop, as well as
administrative changes to the way personal income tax and value-
added tax were coflected.

= In January, businesses had complained of disruption caused by a tax
system upgrade, which was aimed at boosting compliance but
instead suffered from outages and other problems. On the other
hand, the implementation of TER PPh 21 in January 2024 resulted in
an overpayment of IDR 165 trillion in 2024.
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Indonesia Equity Market

Investment Thesis

Positive Factors
* Bl monetary policy remains supportive of economic and investment growth. As inflation pressures
moderate, Bl may maintain accommodative or neutral policies, which could lower borrowing costs and
boost business investments.
* Indonesia equity market has been discounted significantly and offers a very attractive valuation for
investor.
Negative Factors
»  Political uncertainty could affect investor sentiment in 15t year of new government.
* Rupiah is sensitive to global capital flows. Any significant capital outflows due to external shocks or
domestic uncertainties could lead to currency depreciation.
«  Government debt is rising, partly due to infrastructure financing and social programs.
*  Fluctuating commodity prices

--- End of report ---

Disclaimer:

This document was issued by PT Setiabudi Investment Management. Although this document has been carefully prepared, PT Setiabudi Investment
Management is not responsible for the wrong facts and opinions contained therein. Opinions, projections and estimates are subject to changes without
prior notice. This document is only intended as information and circulated for certain circles. This document does not constitute an offer, recommepdation;
or suggestion to anyone to transact or hedge, trade, or investment strategies or not as a future prediction of the movement of interest rates, prie€s, or
indicate that future movements will not exceed the ones listed above. The contents of this document are not made for certain inveStment purposes,
financial circumstances, or special interests of certain parties. The investments discussed are not necessarily suitable for all inveStors-Past performance
is not always an indication of future performance, value, price, or investment income can decrease or increase. You are-advisedto make an independent
assessment of the material covered in this document.



