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Softer growth in an uncertain 2019 HuoB

- Global economy: Weaker global growth prospects in 2019
- US-China trade tension: Quick resolution or long-drawn affair?

- Indonesia outlook: Resilient despite headwinds, progressive
amidst challenges

- Monetary policy: US Federal Reserve rate hikes in 2019 may be
reaching its end, Asian central banks will follow, but at lesser pace.

- Rate and foreign exchange (FX) outlook: Expecting neutral USD
and possibly end of rate hiking cycle in 1H 2019



Global growth will slow-down but trade tension easing... #HUoB

Index pts
P Thick blue line is Baltic Dry Index for shipping

14000 -  of goods around the world GLOBAL GDP
GROWTH

12000 - 0 :
5.6% Global
R leadership
10000 - Capitalism with Chinese charaoteristios : 2
Global governance BeltandRoad  Rules-based system
8000 - Ideology Indo-Paciflo strategy
Quantum computing e

The many layers of US-China tensions

6000 - 5.4% Tech 5G

2.0 Digital slik road Google Semloonduotors
Great
.U/
4.3 Frewall ICT supply chalns HUAWEI
4000 - 570
35%, 36{% 3 60/ 3 5% Artifiolal Intelligence/automation Nine-dash line
0 0 .
2000 - 3.5% 3.4% 3.2% ©- 03.7% Alllances  North Korea Freedom of navigation operations
-0.1% Trade deflott South China Sea
) Subsidi .
. Joint venture s Taiwan Security
T T T T T T T T T T T L mulremm Marketmss -’
‘07 ‘08  '09 10 "11 12 13 14 15  '16 17 18 "19
Trade CFIUS  IPtheft SldhEsne
- Tariffs <
40% - Source: Eurasia Group
World Trade Volume — CRB Commodity Index Asian Dollar Index
30%
20% -
10%
0% -
-10%
-20%
-30%
-40% -
o o =t =i oy oy w w I~ P~ o oo (s3] (o)) = (an] -~ -~ o ol o o =t =i o oy [{=) o I~ P~ [==] (== (s3]
R 2 @ @ @ Q Q - T T T T T T ROY SN Y SN YTES N YT Y Ty
§3§3§3§3§5§38§3§38§8§3§8§3§85838§835§8383§8§3858823358S3E



Key Timeline Of US-China Trade Tensions In 2018

Us

CHINA

Trump announced
tariff rates of 20% on
imported washing
machines and 30%
on solar panels and

3 Apr

USTR
proposed list of
US$50bn of
Chinese goods
subjected to

4 May

US trade
delegation to
Beijing led by
Treasury
Secretary

15 Jun 6 Jul

US announced US imposed
additional 25% 25% tariff on
tariffs on 818 US$34bn of

Chinese imports
worth US$34bn,

Chinese goods
takes effect.

23 Aug

US imposed 25% tariff
on next US$16bn of
Chinese goods takes
effect.

6 Sep

USTR ended its
public comment
period for proposed
US$200bn of
Chinese goods
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17 Oct

US Treasury FX report
did not name China as
FX manipulator but
directed most of its
commentary and the

cells, under Section additional Steven Mnuchin from 6 Jul. The 2nd 24 Aug targeted next for harshest words in the
201 of the 1974 tariffs, for set of $16bn on a 7 Jul 4th round of US trade additional 25% tariffs report towards China.
Trade Act. public 29 May future date USTR releases talks led by mid-level 19 Oct

comment and White House said new round of officials on both sides 13 Sep US Treasury Sec
22 Mar consultation. US to proceed 18 Jun 10% tariffs on ended without any US invites China for ViEhin s i© e
USTR completed and with 25% tariffs Trump instructs new list of breakthrough 5! round of talks open to changing how
released its “Section 6 Apr on US$50bn of USTR to identify Chinese goods USD determines which
301” report on China. Trump Chinese imports US$200bn of valued at 30 Aug 24 Sep nations are ‘currency
US Trump on the instructs USTR (including those Chinese products US$200bn. Bloomberg reported USTR imposes 10% manipulator’
same day proposed to consider related to ‘Made for additional 10% Public hearing & Trump ready to impose tariff on US$200bn
25% tariffs on certain additional in China 2025’). tariff and threatens comment period tariffs on US$200bn of Chinese goods, 6 NOV. .
products that are tariffs on List to be to impose tariff on until 5 Sep imports as soon as and will increase to US mid-term elections
supported by China’s US$100bn of published on 15 another US$200bn (which was public comment period 25% by Jan 2019
“unfair industrial Chinese goods Jun after that if China raised to 25% ends 5/6 Sep. Also
policy”, for public due to China’s retaliates rate looking at “formula” to
comment. “unfair subsequently) determine FX

retaliation” manipulation.

e

23 Mar 4 Apr 17-18 May 3Jun 6 Jul 3 Aug 13 Sep 29 Nov
China proposed China China trade China warned after China imposed China announced it will China welcomes US Chinese President Xi
tariffs targeting announced delegation led by the 3" round of 25% tariff on impose tiered tariff invitation for further and US President
US$3bn of US plans to Liu He in trade talks that it US$34bn of US rates of 5% to 25% on talks (but no details Trump have tentatively
goods in response to impose a 25% Washington would not honor its goods takes US$60bn of US goods, on who will lead the agreed to meet on 29
US’ steel and tariff on pledge to expand effect. though the timing of Chinese delegation) Nov on the sidelines of
aluminum tariffs, US$50bn worth 20 May purchases of US implementation was the G20 leaders’
to be effective from 2 of US exports, Both sides goods if tariffs not specified. We 22 Sep summit, in what would
April 2018 including cars announced imposed. estimate the “blended” China Liu He be the first face-to-

& soybeans. ceasefire after 2 tariff rate of approx. formally rejected US’ face meeting in nearly

rounds of talks. 16 Jun 18.6% on the total offer for talks ayear.

10 Apr In joint state, China responded US$110bn of goods

At Boao, China said would with “equal scale & subjected to tariffs. 24 Sep

China’s Xi said “significantly intensity” of 25% China levies 5-10%

China will increase” tariffs applied on 23 Aug tariff on US$60 bn

lower import purchase of US 659 US imports China imposed 25% worth of US goods

tariffs on autos agricultural and worth US$34bn tariff on US$16bn of (5,207 products) in

and other energy goods from 6 Jul, while a US goods takes effect, response to US

products and second round of in reaction to US’ tariff.

pledged to tariffs on US$16bn move.

protect IP of
foreign firms

of US goods at later
date



Event-driven volatility could be higher in H1 2019
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The Global Economy
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FEBRUARY

Finance Minister Heng Swee Keat wil deliver
Singapore's 2019 Budget Statement on 18 February.

Thaland o hold  generd

-/&: glections on 24 February.

Elaetms 2019

Romania takes over the Europaan Council Presidency
for the period January-June.

Democrats ragain control of the House on 3 January.
15 frade deleqation in Bejing in the week of 7 January.
LK Parliament to vote on Brexit before 21 January.

115 State of the Union address expected on 22 January.
World Economiz Forum on 22-25 January.

MARCH

South Korea by-glections will be held on 3 April

IMF & World Bank Spring Megtings on 12-14 April
Indonesia to hold general elections on 17 April

Japan's Emperor Akihito to abdicate on 30 Aprl and

would be succeeded by his son Crown Prince, Naruhito
on 1 May.

The 90-day trade truce declared by US President Donald
Trump & Chingse President Xi Jinping wil end on 1 March.

China's annual Two Sessions - 13th CPPCC and 13th
NPC wil beqin on 3 and 5 March respeciively.

UK is scheduled to leave the EU on 29 March in
accordance with Arficke 50

Turkey to hold local elections on or before 31 March.
Anather RRR cut by P3oC s expected before end of 10,
MAY

UK to hold local elections on 2 May.

0

cd

0

Y

e

176t Ordinary OPEC Meeting in Vienna.
India to hold general elecfions in AprilMay.

Thailand will chair the first 2019 ASEAN Summit on
2223 lune. l

The G20 Summit will be held in Osaka on 28-29 June -
first ever G20 summit to be hosted in Japan.

Official coronation for Thailand's King Maha
Vajiralongkom will be held on 4 May.

Philippines to hold mid-term elections on 13 May.

The [atest possible date for Ausiralia
half-Senate election is 18 May.

Europaan Pariament election on 23-26 May.

JULY

Hﬁq,.hm 1) @
| l

AUGUST )
The 45th GT leaders summit il be held on 25-27 August k
in Biarritz, Nouvelle-Aquitaine, France. 1

1US Federal Reserve Jackson Hole Economic Policy

A\

Finland takes over the
Europzan Cauncil Presidency
for the period July-Dacember.

Japan 25th Housg of
Councilors election.

OCTOBER

Symposium. (

NOVEMBER

APEC Summit expected to take place in Santiago, Chile \‘)

on 11-17 November.

Hong Kong to hold District Council
elecfions,

China celebrates 70th anniversary of the founding of the @
People's Republic of China on 1 October,

Canada federal elecions is scheduled to take place on
or hefore 24 October.

Jean-Claude Juncker will end his S-year fem as
President of European Commission this month and for
Mario Oraghi as President of European Central Bank
after 8 years onthe job.

Japan sales fax fo be hiked from 8% fo 10%.

China Central Economic Wark Conference



Global growth has plateaued and will likely slow-down... HuUOB

GDP Growth (annual percent change)

Source: IMF, Bloomberg 2018
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Indonesia’s economic growth still driven by domestic demand #}UOB

Indonesia - Growth of key GDP Component

Source: CEIC
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Indonesia Macro

Growth in 2019 might remain subdued until stability anchored
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Stability First, Then Growth...

2018 2019
P) Outlook

Key Indicators

Real GDP Growth 51 5.2-5.3 5 2-5.4'
Loans Growth 8.2 9-11 10-13 t
Inflation 3.8 3.2 3.8 t
Current Account

Deficit (% of GDP)| =/ | %8 20 l
Bl 7-D RR 4.25 6.00 6.50* t
Fiscal Position (% l
of GDP) -2.42 -1.76 -2.25
USD/IDR 13,568 14,390 14,500‘
(end- period)

Prepared as at 15 January 2019
Source: Bl, Bloomberg, UOB Indonesia Economics & Markets
Research. *Bl rate hike is data-dependent w.r.t Fed rate hike.

Support Factors

* Private consumption

*General elections and
Potential Tourism Post AG
& IMF/WB Global Events

* Investment spending

 Supportive fiscal policy

* Attractive yield differentials

* Manageable current account
deficit

* Manageable external debts

* Recovery in exports, tighter
imports = Improve trade bal.

Banking System:

* Credit growth now outpaced
that of deposit, suggesting
more channeling to the real
economy

* Liquidity is adequate but
beware of tightening

 Loanable funds start to grow
slower than the actual bank-
wide credit extension. Credit
guality will continue to be
a focus.

Underlying Fundamentals

» Growth momentum stable and may down slow a little bit

« Stability over growth in the near-term

* Fiscal space remains prudent but leaning towards welfare-
increasing measures while keeping steady momentum of

investment spending

* Recovery in commodity prices yet to be seen

» Banks started to increase lending but quite cautiously

« Stability in the external sector is key for the rupiah

* Building up FX reserves is a good defense amidst volatility



Historical precedence of election and higher spending... #HUoB

Quarterly Private Consumption & Government Consumption During Presidential Election

Source: CEIC, S&P Global Market Intelligence
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Indonesia has a chronic current account deficit since 2011... #HUOB

4.0% - % of GDP

mmm Net FDI s Current Account

Basic Balance (Net FDI + CA)
3.0% -

2.0% -
1.0% I‘
0.0%

-1.0%
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i
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-5.0% -
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10
Source: CEIC, UOB Global Economics & Markets Research.



Opportune time for structural current account reform 4 uoB

Table 1. Current Account And Key Components in 3Q 2018
Indonesia Balance Of Payment (USD billion)

Component USD billion) 2016 2017 18 2Q18 3Q18 4Q18F
1. Goods 15.3 18.8 2.3 0.3 -0.4 2.0 12.0
Exports 144.5 168.9 44 4 43.8 47.7 48.0 184.5
Imports -129.2  -15041 -42.1 -43.5 -48.1 -46.0 -172.5
Non oil & gas 20.1 26.1 4.4 3.2 3.4 - -
______ Oilggas_______________________ A8 ___ T3 ___ 24 __ 28 _ B35 ___ - _____-____
L2 Soeen iy and Sy e S22 S 78| 23 T
Capital and Financial Transaction 29.3 29.5 2.3 4.5 4.2 6.0 -
a. Direct Investment 16.1 19.3 2.9 3.2 3.9 4.3 -
b. Portfolio Investment 19.0 20.9 -1.2 0.1 -0.1 1.1 -
c. Other Investment -5.8 -10.7 0.3 1.7 0.2 0.0 -
Balance Sheet 12.1 11.6 -3.9 -4.3 -4.4 -1.0 -
Memorandum:
Foreign exchange reserves 116.4 130.2 126.0 119.8 114.8 - -
niemobolmpolwdPameS 4 a3 77 se e3 - -
Current Account (% of GDP) -1.8 -1.7 -2.2 -3.0 -3.4 -2.7 -2.5

Source: Bl, UOB Global Economics & Markets Research
11



Offsetting the primary income balance... #HuUuoB

igure 1. Goods Trade Balance Tumed Into Deficit Figure 2_ Service Deficit Widened

Source: Bl, UOB Global Economics & Markets Research Source: Bl, UOB Global Economics & Markets Research
GOODS TRADE BALANCE SERVICE BALANCE
USDbn
5.3
UsDbn
3.1
2.3
2.1 23 7 1.9
0.3 ’ . ’ 22
— Q3 Q4 Q1 Q2 Q3
Q3 Q4 Q1 Q2 Q3 2017 2018
2017 2018 -0.4

Figure 3. Deficit In Primary Income Remains Significant

Source: Bl, UOB Global Economics & Markets Research Source: Bl, UOB Global Economics & Markets Research

PRIMARY INCOME BALANCE SECONDARY INCOME BALANCE

USDbn 18

UsDbn 18 -
1.4
1.2 1.2
7.8 -T.7
-8.0 -8.0
-8.9
Q3 Q4 Q1 Qa2 Q3 Q3 Q4 Q1 Q2 Q3

2017 2018 2017 2018

Figure 4. Secondary Income Surplus Improved
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...on service balance = Tourism...far below potential #HUOB

China** 123.2

Thailand™*

1
1 .
L ey Sy U ———

Japan™®*
India®
Malaysia™
Turkey?

TEhE

Singapore
South Korea®

| _Indonesia’ W 11.2
Philippines™
Argentina®™
Brazil®

South Africa®

Source: CEIC, UOB Global Economics & Markets Research. *2014 data **2016 data ***2017 ~2018-interporlated
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...on secondary income balance = Remittances more to go... #UOB

India
China

| Philippines HESGGSSSSS— 328

i Indonesia

Thailand
South Korea
Japan
Brazil
Malaysia
Turkey
South Africa
Myanmar

Argentina

Source: knomad.org, CEIC, Bloomberg, UOB Global Economics & Markets Research.
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National Strategic Project

. . Sulawesi * Makassar — Pare
Kalimantan * Balikpapan — Pare Railways

24 Project SamarindaToll road 27 Project + Manado — Bitung
« Kaltim railways - toll road
& 564 Trillion « Oil rig Bontang 155 Trillion  Garbage power
7/
o , plant
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D . N 4
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P4 \ v
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61 Project \ 5 d \ Maluku dan Papua
i Tenaqara 13 Project
93 Project . 444 Trillion
» Palembang- Api Api Toll road . 15 Project
« LRT Sumsel 1065 Trillion - « Gas power plant
umatera t <sion 500 KV 11 Trillion - Tangguh LNG
« Sumatera transmission . Drinki _ _
Funding Sources | IDR Trillion Erlsr:::gg water reserve  Palapa Ring broadband project
Gap 500 y e » Garbage power plant
APBN & APBD 1,478 » Gas Unitization
SOE 1,067 )
Private Sector 1,752 36 Projects Completed in 2018 per
Total aq, 79T
_ November 2018
o Water and 9 Energy Road and Bridges :
Sanitation Govgrnmen_t. t_arg_et 79 completed project and 84
running facilities in 2019 Q3

Q Transportation 0 Electricity Telecommunication



Threading Cautiously in 2019

% imported raw material (average 2010-2015)
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recorded media Wood, cork, except
Furniture rniture; articles of straw
& plaiting
Tobacco products
0.0 10.0 20.0 30.0 40,0 50.0 60.0 70.0 80.0 %0.0 100.0

% Exported Product (average 2010-2015)

*Bubble Size show that total labor in average 2010-2015
Source: Industrial Statistic, BPS
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Sell-Off Since Trade War Recovering... it uoB

Moody's < =
9.5 - Trump won | < Z 7,000
%B .| US Election : I “F'grlade "
. rexi I : S&Pd| Fitch : | : +175bps
) : I upgraag I - 6,500
I I :
8.5 - I : "
: | - 6,000
i
8.0 - : |
I - 5,500
7.5 -
- 5,000
7.0 |
I i
| I i
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Source: Bloomberg, UOB Global Economics & Markets Research
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2018 is not a good year for the stock market... it uoB

6,000 - USDbn

4,000 -

2,000 -

-2,000 -

-4,000 -

—2012 =—2013 2014 =—2015
—2016 —2017 2018

-6,000 -
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Source: Bloomberg, UOB Global Economics & Markets Research

18



Nor for the bond market... ##UOB

13.000 7 opp,
11,000 § =—2012 =———2013 —2014 —2015
e 2016 = 2017 2018
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-1,000 -
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Source: Bloomberg, UOB Global Economics & Markets Research
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Yield differentials must be higher to attract inflows  #UOB

2000 bps

Bl 7D-RR end-2018
forecast: 6.00% -8
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D | | I I | | I
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Source: Bloomberg, UOB Global Economics & Markets Research
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Loan demand across types have been falling...but showing HUOB
tentative pick-ups in April 2018... —_

50% -
% yoy
40% -
30% -
20% -
10% -
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- \Norking Capital =—— Consumption ——Investment
-10% -
W OO O Q0 «— NN ONOO Tt 0wy O w0 0O~~~ M™~oo W
Pl D L by Ly L be L b LD Loy L os L hat b
o o O o O o D o O o D o D o O o D o D o
Z20<20<o<LZao<TolTolIoalIolcIol<Iol
Source: CEIC, UOB Global Economics & Research

Note: Year-on-year percentage change suggests loan demand has been weakening for various reasons such as business outlook uncertainty, low commodity
prices, and generally a more refrained consumption spending.
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Fiscal is well under control i uoB

2019
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 (F)
(451)
(50.0) - (0.08)
- (0.50)
(100.0) -
(150.0) - ._ 1.00)
(200.0) -
(250.0) - - (1.50)
(300.0) -
(350.0) - ) (2.00)
(400.0) -
(2.33) - (2.50)
(450.0) - (2.59) (2.49) (2.51)
(500.0) - - (3.00)

mmm Deficit (In IDRin)  ——9% Deficit to GDP (RHS)

Source: CEIC, UOB Global Economics & Markets Research



The rupiah and interest rate direction in 2019
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Long-term relationship between reserves and rupiah
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Indonesia is a force to be reckoned with...
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Top 10 countries by nominal GDP using PPP exchange rates by the

year 2030

Note: Estimates are in frilions of international dollars
Source: Market estimates

China I 64.2
India IR 46.3
USA I 31.0
Indonesia N 10.1
Turkey [N 9.1
Brazil [N 8.6
Egypt M 82
Russia [N 7.9
Japan M 72
Germany [N 6.9

“Consumer Class” Households
To Double By 2030

Million
u

Indonesia _ 74 2013

. 1
Philippines _ " I 2030

10

Vietnam - o
13

Thailand
" -
' 3
yanmar -
9
Mal ‘
dlaysia -
g

|
Cambodia I

3

Singapore

Laos

ASEAN
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Financial Market Deepening (1)
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Financial Market Deepening (2) #HUOB
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Financial Market Deepening (Banks)
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Bank credit to the private sector (% of GDP)
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Financial Market Deepening to Manage Volatility #HUOB

Figure 1. Relationship Between Rupiah Onshore Volatility And Offshore Forward Premium

Mote: IDR-1M YOL is the historical realized volatility of the rupiah exchange rate, which measures how volatile the rupiah iz over the course of 30
days. IDR-FWD PREM is a forward premium gap to proxy the offshore “stress™ ve. onghore FX rates. It is calculated as the difference between
the offzshore NDF rates and the onshore forward rate as a percentage of spot price. The interpretaticn is that higher forward premium gap sug-
gests offishore siress (via NDF prices) that may/may not spillover to onshore violafility

Source: Bloomberg, VOB Global Economics & Markets Research
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Indonesia Forecasted Digital Economy Revenue in 2020 it UOB

1,400 Indonesia Digital Economy - Market Revenue

1,274
1,200 1178
1,097
1,015 . .
< 1,000 941 * Revenue in the digital economy
= B3% amounts to USD 30.3bn in 2016.
3 800 * Revenue is expected to show an
< annual growth rate (CAGR 2017 -
600 2020) of 20.6% resulting in a market

volume of USD 66.2bn in 2021.
400 » The market’s largest market is
FinTech with a market volume of USD

242 30.3 37.7 46.3 550 56.7 15 bn (49% of total digital
i — S economy) in 2016.
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GOP =—s=—arket Revenue

Video-on-Demand Banner Advertising Fashion Online Travel Booking = Event Tickets Digital Payment
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Fintech mapping in Indonesia ‘H‘H‘UOB

There are more than 140 Fintech players* in Indonesia in which Payment Category is the majority of its business
ared...
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Fintech mapping in Indonesia
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April 2018 —40 P2P Lending Services registered with OJK
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People need banking, but not banks...

« Payment gateways . \0 veritrans
. e xendit
e-Wallets @ o 5‘“ am!'-utng!wlw(mu

+ Crowdfunding i i -
. Stock trading platiorms €9 Kitabisacom PasarPolised

« Insurance aggregator

+ P2P lending ‘(\

\;’ MUDA_L KU o T=ruangtremar
Invesiree
« eCommerce Cekaja.com
* Financial comparison tools.J 0J ORI-G MIC 8 OO
S _LY EASY PERZONAL FINANCE veryﬁ.nd e

We should trigger more transactions because Millennial behavior shows that if we get
spending right, we can trigger savings as well.
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Research Disclaimer

This publication is strictly for informational purposes only and shall not be transmitted, disclosed, copied or relied upon
by any person for whatever purpose, and is also not intended for distribution to, or use by, any person in any country
where such distribution or use would be contrary to its laws or regulations. This publication is not an offer,
recommendation, solicitation or advice to buy or sell any investment product/securities/instruments. Nothing in this
publication constitutes accounting, legal, regulatory, tax, financial or other advice. Please consult your own professional
advisors about the suitability of any investment product/securities/ instruments for your investment objectives, financial
situation and particular needs.

The information contained in this publication is based on certain assumptions and analysis of publicly available
information and reflects prevailing conditions as of the date of the publication. Any opinions, projections and other
forward-looking statements regarding future events or performance of, including but not limited to, countries, markets or
companies are not necessarily indicative of, and may differ from actual events or results. The views expressed within this
publication are solely those of the author’s and are independent of the actual trading positions of United Overseas Bank
Limited, its subsidiaries, affiliates, directors, officers and employees (“UOB Group”). Views expressed reflect the
author’s judgment as at the date of this publication and are subject to change.

UOB Group may have positions or other interests in, and may effect transactions in the securities/instruments mentioned
in the publication. UOB Group may have also issued other reports, publications or documents expressing views which
are different from those stated in this publication. Although every reasonable care has been taken to ensure the accuracy,
completeness and objectivity of the information contained in this publication, UOB Group makes no representation or
warranty, whether express or implied, as to its accuracy, completeness and objectivity and accept no responsibility or
liability relating to any losses or damages howsoever suffered by any person arising from any reliance on the views
expressed or information in this publication.
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