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High inflation to bring swift change in
Indonesians’ spending patterns

« With high inflation, we explored Indonesia’s perception
and spending via a survey

o Several interesting highlights, amongst which is a high
propensity towards shifting behaviour
« Non-food basket to grow after COVID, but at slower pace
e Go for value, staples (ICBP 1)), or mid-high income (MAPI I])
Inflation raging high on consumers’ minds and purse.
Our proprietary consumer survey from over 700 respondents
in November 2022 shows numerous noteworthy points, with
inflation raging high. At the top, we expect to see a swift
change in consumer spending behaviour with this bout of
inflation. Majority (~7 in 10) also indicate a preference for “safe
habour” to “save more, spend less” or opt for “cheaper
alternatives”. Not surprisingly, necessities are on high priority
over discretionary items, though this varies with income levels.
While COVID-19 restrictions have brought about certain stay-
home behaviour (dining), the inflationary environment is likely
to perpetuate it.
Macro consumption basket trends to normalise
partially back to pre-COVID. Taking insights from our latest
survey, study of consumption basket in the 2013-15 inflation,
as well as COVID-19 behaviour changes, we expect non-food
proportion to tick up to 51.2% in 2023F, up from 49.9% in
2022, buoyed by housing and household spending. Within the
food segment, we expect dine-out to tick up from reopening,
though not to the pre-COVID-19 level.
Go for staples, value and higher income segments. We
are more cautious entering 2023 with the potential impact of
inflation on demand and spending behaviour. We like
consumer F&B staple plays (ICBP 1)) given the resilient demand
for staple food products, while we pick MAPI I} in the retail
space with a focus on mid- to high-income consumers.
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Indofood CBP Sukses Makmur 10350 7,728 11,900 19.7 19.0 BUY
Indofood Sukses Makmur 6,775 3,809 8,800 6.7 5.0 BUY
Mitra Adiperkasa 1,400 1488 1,770 414 879 BUY
Matahari Department Store 5,050 765 6,300 347 22.6 BUY
Unilever Indonesia 4,740 11,578 4,850 5.1 12.3 HOLD
Kino Indonesia 1,550 142 1,400 (35.7) (24.4) HOLD

Source: DBS Bank, DBSVI, Bloomberg Finance L.P.
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54% of respondents felt that price increases were more
than 10%, higher than headline inflation figure in Nov'22
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Executive Summary

From infection to inflation: What's on Indonesian
consumers’ minds and effects consumption patterns? In a
span of just over two years, we moved from a global
pandemic not seen in a century to the highest global
inflationary environment in the last four decades. Indonesia,
the most populous country Southeast Asia and the fourth
globally was not spared. According to WHO (World Health
Organisation), COVID-19 infected 6.7m people from January
2020 to November 2022 in Indonesia, cumulatively claimed
almost 160k lives and brought about changes in how
Indonesia consumers live and respond to it.

Back inJune 2020, three months after WHO declared
COVID-19 as a pandemic, we explored the potential impact
this event had on Indonesian consumers’ behaviour,
attitude, and potential spending and noted the five key
trends we saw that emerging then. We took this a step
further and pencilled down our expectations on
Indonesian’s personal household consumption at a macro
level and surveyed on companies’ responses to the
pandemic. These insights and findings were captured in our
earlier Asian Insights SparX: Insights on COVID-19 pandemic
impact: Indonesian Consumer (28 Aug 2020).
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Inflation in key focus now. Fast forward to the present, even
though there may be lingering infections, we believe the
pandemic is largely behind us. With inflation having hit a
four-decade high globally, we believe this is a key focus.
Juxtaposing it with consumption behaviour brought about
by COVID-19, we now look at the key concerns for
consumers, how this current environment could change

their spending patterns and what could be in store for
companies and investors.

In this report, we address three key areas: (A) Indonesian
consumers' current perception on inflation, and how
spending behaviour could change; (B) expectations on
Indonesian consumption basket on a macro level; and (C)
implications for investors.

A) Indonesians’ perception and behaviour changes from
inflation: Survey findings and key trends observed

Swift change in consumer patterns expected. Our survey
conducted with over 700 responses gave us good insights,
and we note that inflation is high on consumers’ radar along
with several key observations.

We summarised our observations into five key points (for
details, please see following section A). Chief among that is
an expectation of a swift change in consumer spending
behaviour as respondents seem to think inflation will persist
for the next six months and beyond.

A high majority of respondents seem to indicate defensive
behaviour (68%) with a high inclination to “save more, spend
less” (50%) or “look for cheaper alternatives” (19%), though
we note there are varying degrees for different income
levels. Not surprisingly, necessities were placed at higher
priority over discretionary items. Lastly, the inflationary
environment is likely to perpetuate certain stay-at-home
behaviour seen during COVID-19 restrictions.

B) Consumption basket outlook: Key changes to our macro
view

Effects on consumer spending and consumption basket. We

lay out our expectations and implications on Indonesian

consumption basket for 2023F-2024F, interposing the

survey insights, study of past inflation trends in 2013-2015,

and effects of COVID-19 on consumption basket.

Non-food basket to grow after COVID, but at slower pace. In
our report in Aug 2020, we predicted that Indonesian food
consumption basket would grow to above 50% with COVID
behaviour. Looking back, we were right. With the interplay of
inflation and reopening, we now expect non-food to
proportionately to tick up to 51.2% in 2023F, up from 49.9%
in 2022. Correspondingly, food basket proportion of
consumption basket will drop.
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O) Implication for companies and investors

Consumers play defensive, preference for staples and value.
We are more cautious entering 2023 as we believe the
impact of higher subsidised fuel prices and rising inflation on
demand would be more evident, which will result in
slowdown in household consumption. From the consumer
survey and study on Indonesia’s consumption basket, it
seems consumers are resigned to a prolonged price uptrend
and are ready to adjust their consumption and spending
behaviour.

Our top picks are ICBP and MAPI given their more resilient
performances in an inflationary environment and attractive
valuation. In this inflationary environment, we prefer
consumer F&B staple plays given that demand for staple

food products is relatively resilient. Our top pick for this
theme is ICBP.

In the retail sector, we opt for retailers targeting the middle-
to upper-income consumers whose purchasing power would
be less affected by rising inflation and higher subsidised fuel
prices. According to our consumer survey, middle- and
upper-income class consumers will most likely take their time
to adapt or will not alter their spending habits at all despite
rising inflation. Our top pick in this theme is MAPI.

In addition, both ICBP and MAPI's valuations are attractive.
ICBP is trading at c.17x FY23F PE or -1SD of its five-year
historical mean PE, while MAPI is trading at ¢.12x FY23F PE or
below -2SD of its average PE valuation in 2016-2018.
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A) What's on Indonesian consumers’ minds now?

: Survey and findings

Indonesians’ perception on the current trend of rising inflation and their responses

What's on Indonesian consumers’ minds now? A survey to
understand the changes in consumers’ spending patterns in
response to rising inflation. In view of the rising inflation
trend in Indonesia, we undertook a consumer survey to get
an on-the-ground understanding of the interplay between
consumers and inflation, their perception, and impact on
their spending categories. This provides insights into
consumer behaviour on the back of the current high price
environment, and its impact on the various industries.

Striking while inflation is burning hot: Survey period of early 3)
November 2022. We launched the consumer survey on 8
November 2022, striking when inflation was burning high.

We garnered 722 responses over a two-week period. The

survey was voluntary, sent out anonymously with a list of
guestions.

It gave us many interesting insights, particularly in this
current volatile environment with the Indonesia and most
countries just reopening from COVID-19 and with easing
travel and mobility restrictions after more than two years.

We summarised our key takeaways and prognosis as
follows:

1) Infection to inflation. An overwhelming percentage of
respondents (59% or almost 6 in 10) indicated that
rising inflation is their top concern. This compares to
only 12% of respondents or 12 in 100, who indicated
the lingering effects of the pandemic as a top concern.
In our view, inflation is so pervasive that 98% of 5)
respondents felt it in their daily lives.

2) Swift change in consumption pattern expected. We
believe the change in consumption pattern because of
inflation will be swift; and, companies, if not responding
already, should do so. Our views are premised on: (a) A
high percentage (54%) of respondents feeling that
inflation has increased their family expenditure by more

than 10%, comparatively higher than Indonesia’s
inflation statistics; (b) almost 9 in 10 respondents (89%)
feeling that this rising inflation environment will persist
for the next six months and beyond, and; (c) more than
6 in 10 (62%) of respondents changing their spending
habits quickly, within six months or less. But, within
income segments, it is not surprising to note that the
responsiveness to change declines as we move up
income brackets.

Defence to offense as income bracket moves higher. In
confronting the inflation giant, majority (68% of
respondents) opt for a more defensive stance of “save
more, spend less” (50%) and “look for cheaper
alternatives” (19%). But there is a distinct trend with
higher income groups looking towards more active
options such as investing, higher/ additional
employment/ business income to counter the effects of
rising prices.

Inflationary environment perpetuates certain stay-at-
home behaviour seen during COVID-19 restrictions.
With the current inflationary environment, the shift
towards necessities ranks high over discretionary items.
This is similar to the spending pattern brought about by
COVID-19, with movement restrictions, i.e., eating at
home (groceries) vs. dining out. However, non-staple
foods or snacks take lower priority, moving towards
discretionary spectrum.

Discretionary vs. Necessities; Quality vs. Quantity. There
is a distinct difference in respondents’ preference for
discretionary spending compared to that for
necessities. For discretionary items (dining out,
recreation or travel, clothing), we note that respondents
prefer to consume less, rather than opt for cheaper
alternatives. The converse is true for necessities, where
there is high preference for cheaper alternatives.
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Backdrop: Demographic profile of survey
respondents. Respondents were mixed gender-wise
(55%:45% Male:Female). The majority were of the working-
age population (95% between 20-55 years old), majority
were either employed (60%) or self-employed (25%), and
majority were located in either Greater Jakarta (66%) and
Java outside Greater Jakarta (21%).

Given the implications of income on spending, we also
sought responses on income levels. We classified the

Gender was mixed; 85% employed & self-employed

income levels into three broad monthly income categories:
(1) 29% were in the lower-income group with a monthly
household income between Rp0-Rp5,000,000, (i) 52% were
in middle-income group with monthly household income
between Rp5,100,000-Rp30,000,000, (iii) 14% were in upper-
income group with a monthly household income between
Rp30,100,000 to above Rp100,000,000, and (iv) 5% of the
respondents preferred to not disclose their income.

Age groups largely within the economically active

Employed, 60%

55% 45%

Source: DBS Bank

Respondents mainly from Greater Jakarta and Java

3 —
I 5
25%
12% 12%
3%

Below20 20-25 26-35 36-45 46-55 56-65 Above65

Source: DBS Bank

Half of respondents were in middle-income group
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Source: DBS Bank
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Key highlights

Expanding our points summarised earlier, the consumer
survey we conducted gave us several insights and
implications from our perspective, as follows:

1

2)

Inflation is the biggest concern now, and consumers are
well aware about it.

Inflation is in the top of people’s mind, more than the
pandemic now. Based on our survey, it seems that
the COVID-19 pandemic is almost behind us, and
people are now more concerned about inflation or
recession. 59% of the respondents chose rising
inflation as their current biggest concern, while 27%
chose economic slowdown or recession as their
biggest concern. Only 12% of the respondents chose
the lingering impact of the COVID-19 pandemic as
their biggest concern.

98% of respondents noticed the rising price trend.
Based on our survey, it seems that price increases
are being keenly felt - or at least well-known - by
Indonesians. 55% of respondents attributed the
cause of inflation to two main factors - the fuel price
hike (27% of respondents) and the geo-political
unrest between Ukraine-Russia (27% of
respondents). Other perceivable causes were supply
chain disruptions from the COVID-19 pandemic (19%
of respondents) and the US Federal Reserve raise of
interest rate (16% of respondents).

Price increases were more than Indonesia’s inflation
statistics and more obvious in groceries and fuel
categories.

Substantial consumers felt that price increases were
more than the reported headline inflation rate. In
November, headline inflation stood at 5.42% y-0-y.
31% of respondents were relatively spot on (>5-10%
range), but more than half (54% of respondents)
indicated that price increases had raised their
expenses by above 10% and more (>10%-15%
increase - 25% of respondents; >15%-20% increase -

16% of respondents; more than 20% increase - 13%
of respondents).

Consumers chose fuel and groceries as two main
expenditures with the highest price increase.
Amongst the spending categories, price increases on
fuel or transport costs and groceries or basic foods
were the most obvious to the respondents given
their roles as daily necessities.

Price increases were expected to persist for quite some
time, and respondents indicated a high possibility of a
quick shift in spending pattern.

Consumers expected this trend of rising inflation to
drag on for longer. An overwhelming high percentage
(89%) of respondents expected the high inflation
trend to persist over the next six months and beyond
(in the next six months - 30% of respondents; in the
next 12 months - 31% of respondents; more than 12
months - 28% of respondents). This means
consumers anticipate the high inflation environment
will stay at least until 1H23 or, in the worst-case
scenario, until 2024.

Wider consumer population will shift their spending
habits relatively quickly in the current high inflation
environment. 62% of respondents indicated that
their spending behaviour will change within three
months, and three to six months. This is given that
substantial number of respondents believe this trend
of rising inflation is not temporal and will persist over
the next six months and beyond (referencing from
the previous point). Hence, we should expect a shift
in consumers' spending habit to happen sometime
soon.

Lower-income group will alter their spending pattern
faster than middle- and upper-income group.

Majority of lower-income consumers will change their
spending habits immediately in response to rising
inflation. Based on our survey, 71% of respondents in
lower-income group stated that they will quickly
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5)

adjust their spending behaviour if inflation and prices
stay high within three months, and three to six
months.

About 40% of the middle- and upper-income
consumers will take their time to adapt; few in upper
income group will not change their spending habits
despite rising inflation. Under the middle-income
group, only 58% of respondents will change their
spending habits within three months and three to six
months. Meanwhile, 38% of respondents in this
income group will adjust their spending pattern only
if inflation and prices stay at the current high rate for
more than six months. Moreover, 4% of respondents
in this income group indicated that they will not
change their spending habits despite rising inflation.

Similarly, only 56% of respondents under the upper-
income group will alter their spending habits within
three months, and three to six months. Meanwhile,
37% of respondents in this income group will shift
their spending pattern only if inflation and prices stay
at the current high rate for more than six months.
Furthermore, 7% of respondents in this income
group indicated that they will not adjust their
spending habits at all despite rising inflation.

Consumers - especially those in the lower- and middle-
income group - are taking a defensive stance with
spending to counter the effects of rising inflation and
prices.

Respondents highlighted a preference towards taking
a defensive stance, by saving more/ spending less, and
looking for cheaper alternatives, vs. looking towards
higher income. 50% of respondents highlighted that
they will “save more, spend less”, and 19% of
respondents will “look for cheaper alternatives” in
response to inflation. Meanwhile, 20% of respondents
will “invest for higher returns”, and 10% of
respondents will “look for higher employment income
and additional income”.

Majority of lower- and middle-income group will take a
defensive stance amid rising inflation. Under the

lower-income group, 76% of respondents will take a
defensive stance by “save more, spend less” (55% of
respondents) and “look for cheaper alternatives” (21%
of respondents) in response to inflation. Only 24% of
respondents in this income group will look for higher
income (“invest for higher returns” - 16% of
respondents; “look for higher employment income and
additional income”- 8% of respondents).

Similarly, 69% of respondents under the middle-
income group will take a defensive stance by “save
more, spend less” (51% of respondents) and “look for
cheaper alternatives” (18% of respondents) in
response to inflation. Only 30% of respondents in this
income group will look for higher income (“invest for
higher returns” - 19% of respondents; “look for higher
employment income and additional income” - 11% of
respondents).

Almost half the people in the upper-income group will
look towards higher income in view of rising inflation.
Under the upper-income group, 45% of respondents
will look for higher income (“invest for higher returns” -
30% of respondents; “look for higher employment
income and additional income” - 15% of respondents).
Furthermore, 2% of respondents in this income group
will not do anything despite rising inflation.

Only 52% of respondents in this income group will
take a defensive stance due to inflation by “save more,
spend less” (34% of respondents) and “look for
cheaper alternatives” (18% of respondents).

In our view, consumers in the upper-income group will
have higher disposable income to counter inflation as
well as to invest for additional income. Hence, the
wider population in this income group might not need
to change their spending habits amid rising inflation.
Meanwhile, lower- and middle-income group people
have limited disposable income; thus, they will have to
adapt with the high inflationary environment by saving
and adjusting their spending.

In adjusting their spending behaviour, necessities’
spending, not surprisingly, ranks high in consumers’
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spending priorities (groceries, fuel), while discretionary
spending categories (recreation, dining out, clothing)
ranks low.

Although both groceries and fuel recorded the
highest price increases, respondents will still
prioritise them over other things. Based on our
survey, groceries or basic foods and fuel or transport
costs are the top consumers’ spending priorities
although both categories reported the highest price
increases. The other two categories which rank
among the highest on spending priority are housing
and household expenses (e.g., house rent, mortgage
payment, utilities) as well as home and personal care
products.

The trends are similar across all income group. Under
the lower- and middle-income group, consumers
chose groceries or basic foods (#1), fuel or transport
costs (#2), and housing and household expenses (#3)
as their top three spending priorities in the current
trend of rising inflation and prices. Meanwhile, under
the upper-income group, consumers picked
groceries or basic foods (#1), fuel or transport costs
(#2), and home and personal care products (#3) as
their top three spending priorities. In addition, we
noticed more people in the upper-income group
prioritised investment compared to lower- and
middle-income group.

Recreation, shopping, and dining out rank among the
lowest on spending priority. Lowest spending
priorities are on discretionary items, such as (i)
recreation or travel, (i) dining out, (iii) clothing, shoes,
bags, accessories, (iv) durable goods, and (v) non-
staple foods or snacks.

The trends are similar across all income groups, only
with different orders. Under lower-income group,
consumers chose dining out (#1), recreation or travel
(#2), and clothing, shoes, bags, accessories (#3) as
their lowest spending priorities in the current trend
of rising inflation and prices.

Under middle-income group, consumers chose
recreation or travel (#1), dining out (#2), clothing,

7)

shoes, bags, accessories (#2), and durable goods (#3)
as their lowest spending priorities.

Under the upper-income group, consumers picked
clothing, shoes, bags, accessories (#1), recreation or
travel (#2), dining out (#3), and durable goods (#3) as
their lowest spending priorities.

Consumers would opt for cheaper alternatives for
necessities categories (groceries, home and personal
care products), while consumers prefer to reduce
consumption frequency for discretionary categories
(dining out, recreation, clothing).

Consumers would opt for cheaper alternatives for
necessities. Our survey shows that respondents are
clearly in favour of cheaper alternatives for groceries
or basic foods as well as home and personal care
products compared to reduce consumption
frequency. We also see a tendency over preferring
cheaper alternatives than reducing consumption
frequency in housing and household expenses as well
as fuel or transport costs.

Consumers more prefer to reduce consumption
frequency for discretionary categories. Spending
categories deemed as discretionary such as dining out,
recreation or travel and clothing, shoes, bags,
accessories rank high in terms of reducing
consumption and cheaper alternatives. However, it
seems respondents have a stronger preference to
reduce frequency rather than opt for cheaper
alternatives in these categories. This might suggest
that consumers go for quality over quantity for these
discretionary categories. Meanwhile, non-staple foods
or snacks and durable goods have an even mix
between reducing consumption and cheaper
alternatives.

Slightly different trends in the upper-income group.
The trends mentioned above are true for the lower-
and middle-income group. However, the trends are
quite different for the upper-income group.
Respondents under this income group have a stronger
preference to reduce frequency rather than opt for
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cheaper alternatives in housing and household
expenses as well as non-staple foods or snacks, in
addition to recreation or travel and dining out. It
seems that upper-income people already have their
standard of living, which cannot be compromised in
terms of quality.

Meanwhile, clothing, shoes, bags, accessories, durable
goods, and fuel or transport costs have an even mix

between reducing consumption and cheaper
alternatives under this income group. But like other
income group, respondents in the upper-income
group are also in favour of cheaper alternatives for
groceries or basic foods as well as home and personal
care products compared to reduce consumption
frequency.
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Results of survey

Question: What is your biggest concern at present?

Question: Have you noticed the rising price trend that
consumers/ you are facing now?

Others, 2%

Almost
60% chose
Inflation

Rising inflation,
59%

Source: DBS Bank

59% of the respondents chose rising inflation as their
biggest current concern, suggesting that inflation is at the
top of people’s mind, as opposed to the pandemic.

Question: In your opinion, what do you think was the
main cause of the inflation we are facing now?

MMM G

2% No

Source: DBS Bank

Almost all respondents are highly aware of the rising price
trend. This suggests that the inflation theme is relatively
pervasive among Indonesians.

Question: With the recent trend of rising prices, what
is the level of increase on your family expenditure on
the same basket of goods and services?

Geo-political unrest in
Ukraine-Russia

Fuel price hike
27%
—

-

A Supply chain disruptions from
y the COVID-19 pandemic

US Federal Reserve rising of
interest rate

o =;. =;c =§0

Pent-up demand post the
COVID-19 pandemic

B
=Be = =+ =)o =ie

\. All of the above

16%
7%
-/ 2%
q
. Others 1
Source: DBS Bank

The two main causes of inflation were the fuel price hike
and geo-political unrest in Ukraine-Russia.

54% of respondents
felt that their
expenditure has
increased by more
than 10% due to
recent trend of price

increase

= @
16%
@ 12% 13%
T T T T T

T
Not at all >0%- 5% >5%-10% >10%-15% >15%-20% More than
20%

Source: DBS Bank

More than half of the respondents felt that price increases
were more than 10%, higher than official headline inflation
figure in November 2022.
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Question: Currently, which aspect of the price increase is most obvious to you? (Participants were asked to

choose up to three only)*

600 A 567 564
500 4
400 A
300 A
200 A
165 154
128
108
100 -
68 56
23
. 6
o H . : . . . . . — .
Fuel or Groceries or! Housing and Diningout Home and Recreationor  Durable Non-staple Clothing, Others
transport  basic foods 1 household personal care travel goods foodsor  shoes, bags,
costs expenses products snacks accessories

Source: DBS Bank

Majority of respondents selected fuel and groceries as two expenditures with the highest price increase.

Question: How long do you expect this trend of rising
inflation/ prices to persist?

Question: If this trend of rising inflation persists, and
prices stay high, how long would it need to persist
before you are likely to (further) change your
spending habits?

7
g AR
89% of respondents ™,
indicated that this
trend of rising 3
prices will likely i
\  persistinthe nex6 [
%, months and beyond /,"
..

In the next 6
months, 30%

L]

Source: DBS Bank

89% of respondents indicated that this current inflation
trend will likely persist for the next six months and
beyond. This suggests that most believe this is not
temporal.

Never , 4%

S -
.
\\
62% of respondents
will (further) change 1}
their spending |
habits within 6 ]

months of less

>3-6
months, 28%

Source: DBS Bank

62% of respondents indicated that their spending
behaviour will change within three months, or three to six
months, suggesting that the wider consumer population
will shift their spending habits relatively quickly in the
current situation.
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Question: What option will you take to counter the effects of rising inflation and prices?

Defensive stance

Look for higher income

68%

50%

19% 20%

30% 2%

Source: DBS Bank

1% 1% 1%

n T T T T T 1
Save more, Look for Invest for Look for higher Look for Nothing Others
spend less cheaper higher returns employment additional

alternatives income income by

having side job
or business

Respondents highlighted a preference towards taking a defensive stance by saving more/ spending less and looking for

cheaper alternatives vs. looking towards higher income.

71% of lower-income consumers indicated that they

will change their spending habits within 6 months or
less

Upper-income group is evenly split in taking a
defensive stance vs. securing a higher income to fight
inflation, compared to 76%/69% in the lower/ middle
income groups

il g

16%
13%
29%
17%  42% 44%

m Never

22% 24% More than 12 months
38% >6 - 12 months
23% 26% >3- 6 months
71%
58% I 56% m Within 3 months
; ; l
Low income Middle income  Upper income

Source: DBS Bank

Most lower-income consumers will change their spending
habits immediately in response to rising inflation, while
about 40% of middle- and upper-income consumers will
take their time to adapt and never alter their spending
habits.

Others

2 % 2%
6% 10% B m Nothing
24% 14%
16% 30%
19% 45% — m Look for additional income by
21% 30% having side job or business
18% Look for higher employment
ol income
18% Invest for higher returns
76% 69%
52% = Look for cheaper alternatives
W Save more, spend less
Low income Middle income  Upper income

Source: DBS Bank

The majority of the lower- and middle-income group will
take a defensive stance amid rising inflation, while almost
half people in the upper-income group will look towards
securing a higher income.
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Question: Considering the current trend of rising inflation and prices, which three categories of spending would
you most likely prioritise on / have lowest priority on? (Participants were asked to choose up to three only)*

Necessities Discretionary
800 +
700 4 73
600 4
500 4 47
400 -
49
300 4 87
473 395 420
200 297 390
307 55 221
100 - l
121
0 - , , , ,E,,m,m,-—, ,
Groceries or Fuel or Housing and! Home and Investment Durable Non-staple i Dining out Recreationor Clothing, Others
ibasic foods  transport  household ipersonal care goods foods or travel shoes, bags,
E costs expenses products snacks accessories
1

m Top 3 priority Bottom 3 priority

Source: DBS Bank

Necessities’ spending, not surprisingly, ranks high in spending priorities (including groceries, fuel, housing and household
expenses), while discretionary spending categories (aka recreation, dining out, and clothing) ranks low.
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Top categories of spending prioritisation by respondents: Preference towards necessities, and similar across
income groups**

W Groceries or basic foods
Fuel or transport costs
Housing and household expenses
Home and personal care products
M Investment
H Durable goods
Non-staple foods or snacks
Dining out
M Recreation or travel
| Clothing, shoes, bags, accessories
m Others

Low income Middle income Upper income
Source: DBS Bank

Lower- and middle-income respondents’ group chose groceries, fuel, and housing and household expenses; upper-income
group chose groceries, fuel, and home and personal care products

Lowest categories of spending prioritisation by respondents: Bottom priorities across income groups similar,
though ranking differs**

Dining out
M Recreation or travel
m Clothing, shoes, bags, accessories
m Durable goods
Non-staple foods or snacks
W Groceries or basic foods
Home and personal care products
Fuel or transport costs
Housing and household expenses
| Investment
H Others

Low income Middle income Upper income

Source: DBS Bank

Lower-income group chose dining out, recreation, and clothing; middle-income group chose recreation, dining out,

clothing, and durable goods; upper-income group chose clothing, recreation, dining out, and durable goods.
**Note: The various spending categories sum up to 100% within each income groups, and those do not are due to rounding errors
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Question: Considering the current trend of rising inflation and prices, which categories of spending would you
most likely opt to reduce consumption frequency / find cheaper alternatives? (Participants were asked to
choose up to three only)*

Stronger preference to
reduce frequency vs. opt

Stronger preference to opt

Even mix between n
for cheaper alternatives vs.

the two options

900 - for cheaper alternatives reduce frequency
800 o
700 A
600 311
500 A 239
400 A 224
300 A 201
163 272
159
200 ~ 388 266
100 4 95
171
l a
Recreation or  Dining out Clothing, Non-staple Durable goods Fuel or Housing and Home and  Groceries or
travel shoes, bags, foods or transport household personal care basic foods
accessories snacks costs expenses products
m Opt to reduce frequency Opt for cheaper alternatives

Source: DBS Bank

Consumers would opt for cheaper alternatives for the necessities categories (groceries, home, and personal care
products), while consumers prefer to reduce consumption frequency for discretionary categories (such as dining out,
recreation, and clothing).
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Upper-income consumers have higher preference for quality over quantity, compared to lower- and middle-
income consumers (Participants were asked to choose up to three only)*

450 -
400 A
350 A
169
300 A
250 126
200 4 110
4 70 108
150 -] 84 143
244 59 80
199 | 5 149 B 54 83 03
128 49
50 104 37 116 9 51
70 87 24 1 26 73 35 5 34
0 | % & 27 46 28 46 B 2 29 2 & % 3% 5 5 3
[} [ [ [ i [ [} [ [ [ [ [} [} [ [ [ [ [ [} [ [ [ i [ [} [ [
IS IS IS IS £ € IS IS IS IS £ € IS IS IS IS £ € € IS IS IS £ € € IS IS
o o (o] (o] o o o o (o] (o] o o o o [} (o] o o o o (o] (o] o o o o (o]
o o o o o o o o o o = o o o o o o o o o o o o o o o o
£ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £
z|loe|(s|lzlels|zle|ls)lzle|ls|zle|ls|zle|lslzle2|lslzl2|ls|zl2|s
Sl e|3|8lg|2|2le|2|2lg|3|Eg|le|l2|2|a|2|E|lel3|2|8|2|8|k.
= > = = = > = > = > = = = > = > = >
Dining out Recreation or [Clothing, shoes,| Non-staple Durable goods Fuel or Housing and Home and Groceries or
travel bags, foods or snacks transport costs| household personal care | basic foods
accessories expenses products
Opt to reduce frequency Opt for cheaper alternatives

Source: DBS Bank

Lower- and middle-income consumers followed the general trends. Meanwhile, upper-income consumers have slightly
different trends, given that they have a stronger preference to reduce frequency rather than opt for cheaper alternatives in
housing and household expenses as well as non-staple foods or snacks. Moreover, clothing, shoes, bags, accessories and
fuel or transport costs have an even mix between reducing consumption and cheaper alternatives.

*Note:
- figure within bar chart depicts # of responses opting for the categories; each respondent to choose up to 3 options only, hence the numbers do not

add up to total responses.

- Category explanation:

Groceries or basic foods (e.g. vegetables, fruits, spices, meat, seafood, eggs, rice, cooking oil, instant noodles)
Non-staple foods or snacks (e.g. cake, cookies, chocolate, chips, ice cream)

Dining out (e.g. at restaurants or café)

Home and personal care products (e.g. soap, shampoo, skincare, makeup, dishwashing, detergent)
Clothing, shoes, bags, accessories

Fuel or transport costs (e.g. public transportation, taxi, ride hailing)

Housing and household expenses (e.g. House rent, mortgage payment, utilities, electricity, gasoline, water, internet)
Durable goods (e.g. car, motorbike, electronics, smartphone, furniture)

Recreation or travel (e.g. cinemas, fitness, airline tickets, accommodation)

Investment

Others
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Why is inflation a focus now?

Inflation on the rise. Indonesia’s headline inflation has risen
since July 2022 due to i) price adjustments in non-subsidised
energy variants, ii) pressure to pass on elevated input prices,
iii) tax reforms, and iv) demand restoration. We saw that
headline inflation jumped further in September 2022 to
5.95% y-o0-y (from 4.94% y-0-y in July and 4.69% y-o0-y in
August, respectively), mainly due to the subsidised fuel price
hike in early September. The figure was much higher than
the average inflation in TH22 (of 3% y-o0-y) and FY21 (of 1.6%
y-0-Y).

In October and November, Indonesia’s headline inflation
slowed to 5.71% y-0-y and 5.42% y-o-y respectively, from the
high of 5.95% y-0-y in September, as food inflation slowed,
helped by easing supply-side constraints. That said, the rise
in transportation and energy segments remained sticky.
Although we might have seen the peak of inflation, we still
expect inflation numbers to remain relatively elevated in
December 2022 and 1H23 due to the second-round
inflationary impact from the fuel price increase. Our
economist’s full-year average forecasts stand at 4.2%/ 4% y-
o-y for FY22/23F.

Inflation (%) surged from September 2022 due to the subsidised fuel price hike
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Source: BPS

Subsidised fuel price has increased since early September.
On 3 September 2022, the government raised the prices of
subsidised fuel variants by ¢.30%. Petalite price was raised to
Rp10,000/litre (from Rp7,650/litre previously), while diesel
price was raised to Rp6,800/litre (from Rp5,150/litre
previously). Moreover, the government tried to limit the
recipients of subsidised fuel by requiring people to register
in the Mypertamina app. Price increase in subsidised fuel
products had a material impact on inflation figures in
September to November 2022. This might continue in the
next couple of months as fuel price hike spread through
other subsegments - including food, transportation charges,
and other related segments.

T T T T T T T T T T T
-0.02 N4

¢1
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=
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Jul-21
Aug-21
Sep-21
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Nov-21
Dec-21
Jan-22
Feb-22
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Increase in fuel prices or BBM (Rp/litre)

| 14,300
Pertamax

Turbo
Aug-22 mSep-22

20,000 4
18,000 A
16,000 -
14,000 A
12,000 A
10,000 -
8,000 - 6,800

6,000 - | | |

4,000
Diesel

18000 18550

13,900

Pertamax

10,000

Pertalite

2,000

Dexlite Pertamina

Dex
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Source: Pertamina, DBS Bank
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Higher prices in non-subsidised energy variants. Price
adjustments in the non-subsidised energy variants such as
fuel prices, electricity tariff, and LPG prices were done earlier
due to rising global energy prices. Having said that, we saw
that prices of selected non-subsidised fuel have recently
moderated. State-owned Pertamina raised the prices of non-
subsidised fuel variants cumulatively by 19 to 89% YTD.
Meanwhile, the electricity tariff for non-subsidised household
customers of 3,500 VA and above rose by 18% in July 2022,
Prices of non-subsidised LPG variants also rose cumulatively
by 31-32% YTD. These price increases in non-subsidised
energy variants also contributed to the recent hike in inflation
figure.

Electricity tariff for households (Rp/kWh)

1,800 - 1,700 1,700 1,700 1,700
1,600 1,445 1,445 1,445 1,445 1,445 1,445 1,445 1,445
1,400 - 1,3521,3521,352
1,200 A
1,000 -+

800 o

600 -

400 A

200 o

R1900 VA R1 1,300 VA R12,200 VA R2 3,500 - 5,500 VA R3 > 6,600 VA

mjan-22  Jul-22 mOct-22

Source: PLN, Kompas, DBS Bank

Price increase in non-subsidised LPG (Rp/tube)

250,000 -
213,000 213,000

200,000 187,000
163,000

150,000
100,000 100,000

100,000 A 76000 23000
] . I

Bright Gas 5.5 Kg Bright Gas / Elpiji 12 Kg

m Dec-21 Feb-22 mJul-22 mNov-22

Source: Pertamina, Detik, DBS Bank
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B) How we expect Indonesia consumption basket to change with effects of COVID-19 and

current high inflation: Our views

Consumption trend and macro consumption basket
outlook: Balance between inflation and reopening.

Interposing our survey insights, our study of past inflation
trends in 2013 - 2015, and effects of COVID-19 on
consumption basket, we lay out our expectations and
implications on Indonesian consumption basket for 2023F
- 2024F. In this section, we looked back at (i) 2013 to 2015
for historical clues where inflation could have had an
impact on consumption, followed by (i) assessing the
effects of COVID-19 on Indonesians' consumption basket,
along with the results of our survey done, to arrive at the
following summarised views:

e  Expect consumer spending to slow in 2023F, even
though macro suggests strong consumer confidence,
with a lag time of around six months before the effects
show

e  Proportion of food vs. non-food to skew back in favour
of non-food to 51.2% of total consumption basket

spend in 2023F (from 49.9% in 2022, which declined
due to COVID), as per the trend seen previously with
rising income. Mix within non-food basket projected to
be focused on housing and household facilities

e Consumer spending to focus on grocery, fuel, and
housing and household facilities, being deemed as
high on priority and as necessities

e  Within food basket, we expect prepared food &
beverages (dine out) to increase in 2023F, from 2022,
given the easing restrictions and a low base due to
COVID, but the proportion is lower than that
compared to pre-COVID arising from inflation

e  With higher inflation and behavioural change from
COVID, we project food items (other than prepared
food and beverage) to increase in 2023F to 32.6%,
from 32.3% in 2020, although is lower than in 2022
due to reopening

Look back at history: inflation vs. consumption in 2013-2015

Learning from 2013-2015, consumption may slow down in
2023F from higher fuel prices and inflation. The potential
effects of higher fuel prices and inflation on demand is a
lingering concern and we are monitoring this closely. To
understand the impact of rising inflation and fuel price hike
on the economy and consumption, we benchmark our
analysis to the 2013-2015 period given its similarity to the
current environment.

We have used 2013 -2015 data given that (i) inflation rose to
above 8% in July 2013 and December 2014 following the
increase in Premium and Diesel fuel prices by 30%/15% in
June 2013 and 31%/36% in November 2014, and (ii) Bank
Indonesia (BI) raising the interest rate from 5.75% in January
2013 to 7.5% in December 2015.

From our study - discussed in the following paragraphs - we
found that there was a slowdown in consumption arising
from steep hikes in fuel prices and inflation, with a lag of
about six months, which saw consumer confidence index
(CCl) also slipping thereafter. In this current environment, if
history is any guide and ignoring the potential demand

bounce-back from COVID-19, we should also see a slowdown
in 2023F. Based on our analysis, we note that sales of staples
were more resilient compared to more discretionary
segments.

2013 - 2014 saw fuel price hikes of up to Rp8,500/litre

8,500

C L X F a4 > s XS5 4 32 s X3 a >

s © ® 3 ¢ 0 8 & ® 3 ¢ 0 &8 & ®© 3 o O

- = = w oz - = = w oz - = = w =z
= Premium Diesel

Source: Pertamina, DBS Bank
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Inflation vs. real GDP growth Inflation vs. household consumption expenditure
10.0% 5.7% 10.0% 6.0%
8.0% ~— 5.5% 8.0%
6.0% /\J \_\ /\/‘\ 5.2% 6.0% 5.5%
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—Inflation (%, yoy) Inflation (%, yoy)

Annual Growth of Real GDP (%, yoy) - RHS —Annual Growth of Household Consumption
Expenditure (%, yoy) - RHS
Source: Bl, BPS, DBS Bank Source: Bl, BPS, DBS Bank
Inflation vs. CCI - negative correlation Inflation vs. retail sales index
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We saw a slowdown in GDP and household consumption Inflation had negatively affected consumer sentiment and
during high inflation in 2013-15. Analysing data, we learnt retail sales growth. From the data, we also saw a negative
that although there was some lag, rising inflation during 2013 correlation between inflation vs. CCl and annual growth of
to 2015 led to a slower growth for both the economy and retail sales index during 2013-2015. Surging inflation during
household consumption. GDP growth softened starting in mid-2013 and end-2014 led to a drop in consumer sentiment
January 2014, which represented a lag of about six months and slower retail sales growth in all categories. Under retail
from a jump in inflation data in July 2013. sales, only food, beverages, and tobacco as well as
information & communication equipment segments
Growth of household consumption expenditure also performed relatively more resiliently than other segments

weakened from 5.7% at the beginning of 2013 to 4.9% by the  (please refer to Appendix for the study on the breakdown).
end of 2015. Based on categories of household consumption,

F&B was the most defensive and booked resilient growth Unit sales of motor vehicle also declined amid rising inflation.
during 2013-2015. Meanwhile, most of the other categories Although growth of motor vehicle unit sales was still positive
saw slower growth, with transportation & communication, in 2013, we could see it decelerating as inflation started to

restaurant & hotel and others categories substantially affected rise. Moreover, the growth turned into negative by the end-
by rising inflation (please refer to Appendix for the study on 2014 and all through 2015 as inflation remained in the high
the breakdown). Furthermore, a slowdown in growth was levels.

more evident during 2014-2015 than in 2013 for most

categories, indicating that there was a time lag between higher

inflation and its impact on consumption.
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Inflation vs. Motor Vehicle Unit Sales

10.0% 40.0%
8.0% 20.0%
0.0%
6.0%
-20.0%
4.0% -40.0%
2.0% -+ T T T T T T T + -60.0%
m M ;N M ¥ S S 0w o 0o
5228 5%3285%23

=== [nflation (%, yoy)

Annual Growth of Motor Vehicle Unit Sales (%, yoy) - RHS

Source: Bl, CEIC, DBS Bank

How consumption basket of Indonesians
changed during 2013-2015 amid rising inflation

Lower contribution from food consumption. Food
consumption accounted for 50.7% of Indonesians’ monthly
average expenditure in 2013. With rising inflation, that figure
dropped to 50% in 2014 and 47.5% in 2015. In 2014,
proportionate spending on vegetables, cereals, and
beverages fell by 0.6ppt/0.5ppt/0.2ppt respectively
compared to 2013. Meanwhile, proportionate spending on
prepared food and beverages, vegetables,
fish/shrimp/squid/shell, as well as cigarette and tobacco
dropped the most in 2015 by 0.7ppt/0.7ppt/0.4ppt/0.4ppt
respectively compared to 2014. On the other hand, monthly
average expenditures on tubers, meat, eggs and milk, oil and
coconut, spices, and other food items as percentages of
personal consumption were relatively stable during 2013-
2015.

Food vs. non-food as a % of consumption basket

49.3%

50.0%

52.5%

2013 2014 2015

= Food Non-Food

Source: BPS, DBS Bank
**+*Based on Indonesia’s monthly average expenditure per capita

Consumption basket shifted towards non-food items. Non-
food consumption as a percentage of Indonesians’ monthly
average expenditure increased to 50% and 52.5% in 2014
and 2015 respectively, from 49.3% in 2013, mainly due to
higher spending contribution on housing and household
facilities. Given the increase in fuel price along with the
interest rate hike, monthly average expenditure on housing
and household facilities as a percentage of personal
consumption increased to 26.3% in 2014 and 27% in 2015
from 24.8% in 2013. This was driven by higher contribution
of gasoline as well as house rent and maintenance.

In 2014, we noted that categories of clothing/ footwear/
headgear and durable goods accounted for smaller
percentages of Indonesians’ monthly average expenditure at
1.9% and 4.5% respectively, compared to 2.1% and 5.4% in
2013. However, the figures increased in 2015 to 2.9% and
5.5% for clothing/footwear/headgear and durable goods
respectively. Movement in durable goods was caused by
expenditure on vehicles.

Meanwhile, monthly average expenditures on taxes and
insurances as well as parties and ceremonies as percentages
of personal consumption were relatively unchanged in 2014
vs. 2013, but slightly increased by 0.4ppt and 0.3ppt,
respectively, in 2015. On the other hand, proportionate
spending on goods and services was relatively unchanged in
2014 vs. 2013, but dropped by 0.9ppt in 2015 due to lower
spending contribution on services such as transport
expenses, health and health preventive costs, school and
education costs, as well as recreation.
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Food expenditure breakdown: Changes in 2013-2015 Non-food expenditure breakdown: Changes in 2013-
2015

60.0% 60.0%

Cigarette and Tobacco
50.0% 50.0% 2.2%

Prepared Food and Beverage

6.2% 1.7% 1.8%
6.3% 5.5%
59% Other Food Items 5.4% 4.5% ® Parties and Ceremonies
20.0% M Spices 40.0% C21% L% | -
: Stuff Taxes And Insurances
13.1% 13.4% m Beverages Stuffs
12.7% ’
Oil and Coconut 14.0% 13.1% Durable Goods

1.0% . 13.9%
30.0% 1.0% 0% Fruits 30.0%

1 - u Legumes m Clothing/Footwear/Headgear

. 1.6%
2:3% 1.5% H Vegetables
25 23% & Goods and Services
20.0% . Eggs and Milk 20.0%
Meat m Housing and Household

3.1% 3.1% 3.1% Facilities

1.9% 1.9% 2.19% Fish/Shrimp/Squid/Shell
10.0% 40% 41% 37% m Tubers 10.0%

M Cereals
0.0%
0.0% 2013 2014 2015
2013 2014 2015
Source: BPS, DBS Bank Source: BPS, DBS Bank

***Based on Indonesia’s monthly average expenditure per capita
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The effects of COVID-19 on Indonesians’
consumption basket in 2020-2022

To understand the shift in Indonesians' spending pattern in
response to the COVID-19 pandemic, we compared
Indonesia’s consumption basket data in March 2022 to March
2020 (right before the COVID-19 pandemic hit). Please note
that Indonesia was still facing the Omicron wave during
February-March 2022.

Consumption basket shifted towards food items, excluding
prepared food and beverage. The proportion of Indonesians'
monthly average expenditure allocated to food items rose to
50.1% in 2022 from 49.2% in 2020. This, in our view, is not
surprising as Indonesians had to stay at home most of the
time during 2020-2022 due to COVID-19 movement
restrictions. The food items of which the proportionate spend
increased materially from 2020-2022 were oil and coconut
(+0.5ppt), meat (+0.5ppt), fish/shrimp/squid/shell (+0.4ppt),
and vegetables (+0.4ppt).

Higher spending contribution on oil and coconut was only
notable in 2022, driven by higher expenditure on frying oil
which we believe was due to higher palm oil prices in 1H22.
Under meat and fish/shrimp/squid/shell categories, we saw
higher spending contribution on chicken and fish as more
people cooked at home. Moreover, chicken prices at the
consumer level were higher during 2021 until TH22 given the
increase in poultry feed costs and the government’s
intervention though the culling programme.

On the other hand, proportionate spend on prepared food
and beverages fell sharply by 1.2ppt during 2020-2022, with
the biggest drop happening in 2021. This is mainly due to
lower spending contribution on prepared food as people
rarely ate out amid the COVID-19 pandemic. Meanwhile,
monthly average expenditures on other food items as
percentages of personal consumption were relatively steady
during 2020-2022.

Food vs. non-food as a % of consumption basket

49.9%

2022

50.8%

2020

50.7%

2021

= Food Non-Food

Source: BPS, DBS Bank
**+*Based on Indonesia’s monthly average expenditure per capita

Drop in proportionate expenditure on non-food items, other
than housing and household facilities as well as taxes and
insurances. During 2020-2022, the proportion of Indonesians’
monthly average expenditure allocated to non-food items
declined to 49.9% in 2022 from 50.8% in 2020. Proportionate
spend on most of non-food items decreased, with durable
goods dropping the most, by 1.3ppt during 2020-2022, mainly
due to lower spending contribution from vehicles.

Other non-food items of which the proportionate spend
dropped from 2020-2022 were parties and ceremonies (-
0.7ppt), goods and services (-0.6ppt), and
clothing/footwear/headgear (-0.5ppt). Under the goods and
services basket, we noted lower spending contribution on
services, especially transport expenses, amid movement
restrictions.

On the other hand, the monthly average expenditure on
housing and household facilities as a percentage of personal
consumption rose by 1.6ppt during 2020-2022, driven by
higher spending contribution on house rent and maintenance
as well as internet, which negated the lower spending
contribution on gasoline. This, in our view, is not surprising as
Indonesians spent more time at their home during 2020-2022
due to the COVID-19 pandemic. Proportionate spend on taxes
and insurances also increased during 2020-2022 by 0.6ppt,
boosted by higher spending contribution on health insurance,
as more Indonesians became more concerned about their
health amid the COVID-19 pandemic.
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Food expenditure breakdown: Changes in 2020-2022 Non-food expenditure breakdown: Changes in 2020-
2022
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0.0%
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Source: BPS, DBS Bank Source: BPS, DBS Bank

***Based on Indonesia’s monthly average expenditure per capita
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Indonesia’s consumption basket outlook in
2023F-2024F: Balancing inflation and reopening

Macroeconomic data remained strong thus far despite
higher inflation, helped by reopening. Despite higher inflation
numbers since July 2022, most of the macroeconomic data
remained solid, which we believe was driven by broader
economic reopening amid improving COVID-19 situation.
Indonesia’s economy expanded 5.7% y-0-y in 3Q22 (vs. 5.4%
y-0-y in 2Q22), supported by a cyclical boost from high
commodity prices (partly negated by higher imports), rise in
investments, restocking demand and resumption in service
sector activity.

This helped offset the dampening impact on real incomes
from the hike in subsidised fuel prices. The government also
provided directed fiscal support to lower-income households
besides extending regional public transport subsidies to
cushion the fallout of higher fuel prices on purchasing power.
Meanwhile, household consumption grew 5.4% y-o-y in
3Q22, slightly lower than 5.5% y-o-y in 2Q22, with
transportation & communication and restaurant & hotel
categories booking the strongest growth.

Quarterly household consumption expenditure (y-o-y
growth, %)
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Source: BPS

Furthermore, despite the higher inflation rate, consumer
optimism was maintained in July and August 2022, as
reflected in the CCl of 123 and 125 respectively. Although the
CCl dropped to 117 in September, which we think was due to
the subsidised fuel price hike, it improved slightly to 120 in
October 2022.

Indonesia CCl
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In September 2022, the retail sales index still reported a
decent annual growth of 4.6% y-o-y (from 6.2% y-o-y in July
and 4.9% y-o-y in August, respectively), driven by strong
growth in clothing. Food, beverages, and tobacco, automotive
fuels, as well as cultural and recreation goods segments also
booked positive annual growth in September. The growth
momentum is expected to persist in October as the annual
growth of the retail sales index is projected to be at 4.5% y-o-

Y.

Retail sales index growth (%, y-0-y)
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Expect consumption to slow in 2023F due to rising inflation,
based on 2013-15 trends and our consumer survey results.
Although the recent macroeconomic data has remained
strong thus far, we expect to see a time lag between higher
inflation and its impact on consumption based on past trends
between 2013-2015. Referring to that period - which saw
steep hikes in fuel prices and inflation - there was a resultant
slowdown in consumption with a lag of about six months.
Hence, we expect a slowdown in 2023F growth as the effects
of the higher fuel price and inflation will be more evident on
demand and consumption. Our economist expects GDP
growth in 2023F to stand at 5%, slower from 5.4% in 2022F.
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Survey shows that consumers are still concerned about and 2024F as the results of the current trend of rising inflation
inflation even though headline inflation number has started to and prices. We expect the impact of higher inflation on

come down. Looking at the results of our consumer survey,  demand to not be as severe as between 2013-2015, as there
which we did in the second to third week of November 2022, may still be a boost from the reopening in 2023F.

it seems that consumers are still very much concerned about Furthermore, we also need to consider the changes in
inflation and price increases of products/services, particularly consumer behaviour during the COVID-19 pandemic, which
fuel and groceries. Although headline inflation slowed a little  might linger post-pandemic.

bit in November to 5.42% y-o0-y (from 5.71% y-0-y in October

and 5.95% y-o-y in September), more than half of the Our methodology. To incorporate the impact of inflation, we
respondents indicated that price increases had raised their ~ used 2020 data as the base of our forecasts for 2023F and
expenses by more than 10%. 2024F to have the same comparison as 2013-2015 past data.

We refrain from using 2022 number as the base given the
Majority of respondents expect inflationary trend to last in the once-in-a-lifetime COVID-19 pandemic, which altered

next six months and beyond. Furthermore, majority of consumers' spending pattern. That said, we take into
respondents expected this trend of rising inflation to last over consideration the structural behaviour changes which may
the next six months and beyond; hence, they will be most stay post-pandemic, such as working from home or cooking at

likely to adjust their spending habits. To counter the effects of home.

rising inflation, most respondents are taking a defensive

stance in their spending by saving more/ spending less and  Food vs. non-food as % of consumption basket
looking for cheaper alternatives. If this is true, we should see a

slowdown in household consumption in 2023F.

Project a shift in Indonesians’ consumption basket for 2023F
and 2024F. In adjusting their spending behaviour in the view
of higher inflation, the majority of respondents in our

consumer survey will prioritise their spending on necessities
such as groceries and fuel, as well as housing and household
expenses compared to discretionary spending categories
such as recreation, dining out, and clothing. Furthermore,

most respondents would opt for cheaper alternatives for 2020 2021 2022 2023F 2024F
necessities categories like groceries as well as home and mFood  Non-Food

personal care products, and more prefer to reduce
consumption frequency for discretionary categories like
dining out, recreation, and clothing.

50.8% 50.7% 49.9% 51.2% 52.9%

Source: BPS, DBS Bank
***Based on Indonesia’s monthly average expenditure per capita

Meanwhile, based on Indonesia’s consumption basket data
during 2013-2015, we saw higher spending contributions on
housing and household facilities (including fuel and house
rent), which compensated by lower proportionate spend on
food items (like cereals and vegetables) whose ticket value
was usually low, in our view.

For the categories of clothing/footwear/headgear and durable
goods, we saw a lower spending contribution in 2014 vs.
2013, before improving in 2015. On the other hand,
proportionate spending on goods and services, prepared
foods and beverages, as well as cigarette and tobacco, was
slightly higher in 2014 vs. 2013 before dropping in 2015,
indicating that there was a time lag between higher inflation
and its impact on spending in the aforementioned categories.

Based on our observation from the consumer survey results
and past trends between 2013-2015, we forecast the
breakdown of Indonesians’ consumption basket for 2023F
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Housing & household facilities to drive non-food proportion to 51.2% of total in 2023F
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Source: BPS, DBS Bank
***Based on Indonesia’s monthly average expenditure per capita

Proportion of non-food items to reverse trend seen during
pandemic, to above 51.2% of consumption basket spending.
Taking into account impact of rising inflation and reopening,
we foresee non-food consumption as a percentage of
Indonesians’ monthly average expenditure to increase to
51.2% and 52.9% in 2023F and 2024F respectively, up from
49.9% in 2022.

The percentages of non-food items in 2023F and 2024F are
also higher compared to 50.8% in 2020, mainly due to higher
spending contribution on housing and household facilities.
We forecast the monthly average expenditure on housing and
household facilities as a percentage of personal consumption
to rise to 27.4% in 2023F and 28.2% in 2024F from 25.2% in
2020. This is driven by a higher contribution of fuel (gasoline),
house rent and maintenance, as well as internet.
Furthermore, we expect consumers to continue working from
home, increasing spending in these categories.

We also forecast the monthly average expenditure on taxes
and insurances as a percentage of personal consumption to
increase to 3.7% and 3.8% respectively in 2023F and 2024F -
from 3.4% in 2020 - given the higher spending proportion on
health insurances as people are now more concerned about
their health post-COVID-19.

Meanwhile, we expect the categories of clothing/ footwear/
headgear, durable goods (vehicles), as well as parties and
ceremonies to account for smaller percentages of
Indonesians’ monthly average expenditure at 2.5%/3.9%/1.5%
respectively in 2023F, compared to 2.9%/5%/1.9% in 2020
given their roles as discretionary spending, which would be
deprioritized in the high inflationary environment. However,
we forecast the figures to improve in 2024F to
2.8%/4.6%/1.7% for clothing/footwear/headgear, durable
goods, as well as parties and ceremonies respectively as
inflation gradually recedes.

In addition, we project proportionate spending on goods and
services to drop to 12.2% and 11.8% in 2023F and 2024F,
respectively, from 12.4% in 2020, driven by lower spending
contribution on services like transport expenses and
recreation, as people may deem these discretionary spending.

That said, if we compared our 2023F forecasts with 2022
numbers, we expect reopening to still boost spending in most
categories in non-food items, despite rising inflation. This is
because these categories were very much affected by
movement restrictions during the COVID-19 pandemic. We
project higher proportionate spend on housing and
household facilities, goods and services,
clothing/footwear/headgear, and durable goods, as well as
parties and ceremonies in 2023F vs. 2022, helped by broader
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reopening. That said, we foresee lower proportionate spend
on taxes and insurances in 2023F vs. 2022 as we expect some
normalisation in spending on health insurance post-COVID-
19.

Lower contribution from food consumption amid rising
inflation and reopening. Considering the impact of higher
inflation and reopening, we forecast food consumption to
account for 48.8% and 47.1% of Indonesians’ monthly
average expenditure in 2023F and 2024F respectively,
declining from 50.1% in 2022 and 49.2% in 2020.

Despite the inflationary environment and the effects on
spending patterns, we foresee proportionate spending on
prepared food and beverages to rise to 16.2% and 15.9%
respectively in 2023F and 2024F (from 15.6% in 2022) as the
former could be mitigated by reopening and pent-up
demand. That said, the proportions are lower compared to
2020's 16.9% premised on inflation concerns and
expectations of behaviour changes due to COVID - cooking
at home post-COVID-19 due to hygiene concerns, for
example.

Meanwhile, we project a slight increase in spending
contribution on food items (other than prepared food and
beverages) in 2023F to 32.6% (from 32.3% in 2020),
supported by higher proportionate spending on meat, fish/
shrimp/ squid/ shell, oil and coconut, as well as tubers given
their roles as necessities. We project higher spending
contribution on oil and coconut due to higher palm oil prices
compared to 2020. That said, the proportionate spending on
food items (other than prepared food and beverages) in
2023F is lower compared to 2022's 34.5% as we anticipate
people cooking less at home as they return to the office or
school amid reopening.

In 2024F, we forecast lower spending contribution in almost
all categories of food items (other than prepared food and
beverages) compared to 2023F, excluding meat, spices, and
other food items (instant noodles). This is because we expect
the impact of rising inflation to gradually subside; hence,
people will slowly shift their spending into discretionary items
from essentials.

Food expenditure breakdown: potential shifts in 2023F-2024F
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Source: BPS, DBS Bank
**+*Based on Indonesia’s monthly average expenditure per capita
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C) Implications on companies and investment

Sector views and top picks

Consumers play defensive, preference for staples and value.
We are more cautious entering 2023 as we think the impact
of higher subsidised fuel prices and rising inflation on
demand would be more evident, which will result in a
slowdown in household consumption. From the consumer
survey and study on Indonesia’s consumption basket, it
seems consumers are resigned to a prolonged price uptrend
but are ready to adjust their consumption and spending
behaviour.

In the view of rising inflation, consumers are taking a
defensive stance in their spending by saving more/ spending
less, looking for cheaper alternatives - especially on
necessities categories like groceries as well as home and
personal care products - and reducing the consumption
frequency for discretionary categories like dining out,
recreation, and clothing. Furthermore, consumers will
prioritise their spending on necessities compared to
discretionary spending categories. That said, we expect the
broader reopening to still provide a boost to some

Our top picks are ICBP and MAPI given their more resilient
performances in an inflationary environment alongside their
attractive valuations. In this inflationary environment, we
prefer consumer F&B staple plays given that demand for
staple food products is relatively resilient as consumers would
tend to prioritise their spending on necessities. Our top pick
for this theme is ICBP.

In the retail sector, we opt for retailers targeting the middle-
to upper-income consumers whose purchasing power would
be less affected by rising inflation and higher subsidised fuel
prices. According to our consumer survey, middle- and upper-
income consumers will be most likely to take their time to
adapt or will not alter their spending habits at all despite the
rising inflation. We believe this is because consumers in the
middle- and upper-income group have more disposable
income that can be used to fight inflation as well as to invest
for additional income. Our top pick in this theme is MAPI.

In addition, both ICBP and MAPI's valuations are attractive.
ICBP is trading at c.17x FY23F PE or -1SD of its five-year
historical mean PE, while MAPI is trading at ¢.12x FY23F PE or

discretionary spending categories such as clothing and dining  pe|ow -2SD of its average PE valuation in 2016-2018.

out in 2023, although it might not be as huge as in 2022.
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Our views of the respective sectors are detailed below:

Sector

(F&B) Staple

Food & Beverage

Our Views

Demand for F&B staple products tends to sustain in a rising inflation

environment as consumers will prioritise spending on necessities
and staple food products. Moreover, as prices of most food and
grocery products rise, we expect consumers to prefer those with
more affordable prices such as instant noodles.

We prefer ICBP as we foresee demand for instant noodles to remain
resilient in 2023 given its affordable price point relative to other
general food items in an inflationary environment and its role as a
preferred substitute for rice or other staple foods for many
Indonesians.

Stock picks

ICBP

Home &
Personal Care

We expect demand for home and personal care (HPC) products to
be somewhat affected by rising inflation. Although the usage of HPC
products might relatively stay given its nature as essentials, we think
consumers would tend to find cheaper product alternatives or
“downtrade” in a rising inflation environment as they increasingly
look for value of money or affordability.

In addition, UNVR and KINO are still facing tighter competition in the
HPC segment, which also weakens their pricing power and brand
loyalty in an inflationary environment.

N/A

Retail

Broader reopening and festive seasons to still boost retail sales in
2023, but we watch out for the shift in consumer spending patterns
to necessities as inflation bites.

In this inflationary environment, we opt for retailers targeting the
middle- to upper-income consumers whose purchasing power
would be less affected by rising inflation and higher subsidised fuel
prices. We like MAPI given its more resilient performance in an
inflationary environment, and it targets middle- to upper-income
consumers. MAPI also offers a more diversified portfolio than other
retailers, which includes its active, F&B, and Digimap divisions, where
demand might be less impacted by higher inflation compared to the
fashion or department store segments.

MAPI

Source: DBS Bank
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Appendix

1) Breakdown of household consumption growth by categories during 2013-2015 vs. inflation

Inflation vs. annual spending growth of F&B Inflation vs. annual spending growth of apparel,

housing, health & education
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2) Breakdown of retail sales index growth by segments during 2013-2015 vs. inflation

Inflation vs. retail sales index growth by segment (y-o-  Inflation vs. retail sales index growth by segment (y-o-
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DBSVI, DBS Bank recommendations are based on an Absolute Total Return® Rating system, defined as follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total return, i.e., >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame)

*Share price appreciation + dividends

Completed Date: 7 Dec 2022 15:37:36 (WIB)
Dissemination Date: 7 Dec 2022 21:58:42 (WIB)

Sources for all charts and tables are DBS Bank, DBSVI unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER
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Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd, its respective connected and associated corporations and affiliates only and no part of
this document may be (i) copied, photocopied or duplicated in any form or by any means or (ii) redistributed without the prior written
consent of DBS Bank Ltd, PT DBS Vickers Sekuritas Indonesia ("DBSVI").

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to
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in preparing the research. Accordingly, we do not make any representation or warranty as to the accuracy, completeness or correctness of
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of and/or reliance upon this document and/or further communication given in relation to this document. This document is not to be
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associated with any of them may from time to time have interests in the securities mentioned in this document. The DBS Group, may have
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risk assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete
or condensed, it may not contain all material information concerning the company (or companies) referred to in this report and the DBS
Group is under no obligation to update the information in this report.

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no
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estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary
significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments
described herein IS NOT TO BE RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with
the aforesaid entities), that:

(@) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and
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(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or
risk assessments stated therein.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.

Any assumptions made in this report that refers to commaodities, are for the purposes of making forecasts for the company (or companies)
mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating
to the commodity referred to in this report.

DBSVUSA, a US-registered broker-dealer, does not have its own investment banking or research department, has not participated in any
public offering of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months and does
not engage in market-making.

ANALYST CERTIFICATION

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the
companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of
his/her compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The
research analyst (s) primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate! does
not serve as an officer of the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the
management company of the real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of
the entity who is responsible for the management of the issuer or the new listing applicant) and the research analyst(s) primarily
responsible for the content of this research report or his associate does not have financial interests? in relation to an issuer or a new
listing applicant that the analyst reviews. DBS Group has procedures in place to eliminate, avoid and manage any potential conflicts of
interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates
as part of a separate and independent team to the investment banking function of the DBS Group and procedures are in place to ensure
that confidential information held by either the research or investment banking function is handled appropriately. There is no direct link of
DBS Group's compensation to any specific investment banking function of the DBS Group.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES

1. DBS Bank Ltd, DBS HK, DBS Vickers Securities (Singapore) Pte Ltd ("DBSVS") or their subsidiaries and/or other affiliates have
proprietary positions in Indofood CBP Sukses Makmur, Indofood Sukses Makmur, Mitra Adiperkasa, Matahari Department Store,
Unilever Indonesia recommended in this report as of 31 Oct 2022.

Compensation for investment banking services:

2. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of
securities as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons
wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any
security discussed in this document should contact DBSVUSA exclusively.

Disclosure of previous investment recommendation produced:

3. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd ("DBSVS"), their subsidiaries and/or other affiliates may have published
other investment recommendations in respect of the same securities / instruments recommended in this research report during
the preceding 12 months. Please contact the primary analyst listed on page 1 of this report to view previous investment
recommendations published by DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd ("DBSVS"), their subsidiaries and/or other
affiliates in the preceding 12 months.

RESTRICTIONS ON DISTRIBUTION

* An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust
of which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another
person accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an
issuer or a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or
analysis. This term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme
other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer
or a new listing applicant.
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General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation.

Australia This report is being distributed in Australia by DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS") or
DBSV HK. DBS Bank Ltd holds Australian Financial Services Licence no. 475946.

DBS Bank Ltd, DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services
Licence under the Corporation Act 2001 (“CA") in respect of financial services provided to the recipients. Both DBS
and DBSVS are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK is
regulated by the Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from
Australian laws.

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA.

Hong Kong This report has been prepared by an entity(ies) which is not licensed by the Hong Kong Securities and Futures
Commission to carry on the regulated activity of advising on securities pursuant to the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong). This report is being distributed in Hong Kong and is
attributable to DBS Bank (Hong Kong) Limited ("DBS HK"), a registered institution registered with the Hong Kong
Securities and Futures Commission to carry on the regulated activity of advising on securities pursuant to the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong). DBS Bank Ltd., Hong Kong Branch is a
limited liability company incorporated in Singapore.

For any query regarding the materials herein, please contact Dennis Lam (Reg No. AH8290) at dbsvhk@dbs.com

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report,
received from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in
connection with this report. In addition to the General Disclosure/Disclaimer found at the preceding page,
recipients of this report are advised that ADBSR (the preparer of this report), its holding company Alliance
Investment Bank Berhad, their respective connected and associated corporations, affiliates, their directors, officers,
employees, agents and parties related or associated with any of them may have positions in, and may effect
transactions in the securities mentioned herein and may also perform or seek to perform broking, investment
banking/corporate advisory and other services for the subject companies. They may also have received
compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and other
services from the subject companies.

(A

4
/

Wong Ming Tek, Executive Director, ADBSR

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company
Regn No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and
regulated by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced
by its respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under
Regulation 32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who
is not an Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility
for the contents of the report to such persons only to the extent required by law. Singapore recipients should
contact DBS Bank Ltd at 6878 8888 for matters arising from, or in connection with the report.

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.

For any query regarding the materials herein, please contact Chanpen Sirithanarattanakul at research@th.dbs.com
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United
Kingdom

This report is produced by PT DBS Vickers Sekuritas Indonesia which is regulated by the Otoritas Jasa Keuangan
(OJK).

This report is disseminated in the United Kingdom by DBS Bank Ltd, London Branch (“DBS UK"). DBS UK is
authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority
and limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the
Prudential Regulation Authority are available from us on request.

In respect of the United Kingdom, this report is solely intended for the clients of DBS UK, its respective connected
and associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or
duplicated in any form or by any means or (i) redistributed without the prior written consent of DBS UK, This
communication is directed at persons having professional experience in matters relating to investments. Any
investment activity following from this communication will only be engaged in with such persons. Persons who do
not have professional experience in matters relating to investments should not rely on this communication.

Dubai
International
Financial
Centre

This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA
Rulebook Conduct of Business Module (the "COB Module"), and should not be relied upon or acted on by any
person which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the
DFSA rules.

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the
"DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" ("DBS DIFC"), registered with the DIFC Registrar of
Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building
5, PO Box 506538, DIFC, Dubai, United Arab Emirates.

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number
FO00164. For more information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--
network/default.page.

Where this communication contains a research report, this research report is prepared by the entity referred to
therein, which may be DBS Bank Ltd or a third party, and is provided to you by DBS DIFC. The research report has
not been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding
that, whilst the information contained within is believed to be reliable, the information has not been independently
verified by DBS DIFC.

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as
defined under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an "Offer of a Unit of a Fund" as defined
under Article 19(2) of the Collective Investment Law (DIFC Law No.2 of 2010).

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in
connection with this investment and it is not subject to any form of regulation or approval by the DFSA.
Accordingly, the DFSA has not approved this communication or any other associated documents in connection
with this investment nor taken any steps to verify the information set out in this communication or any associated
documents, and has no responsibility for them. The DFSA has not assessed the suitability of any investments to
which the communication relates and, in respect of any Islamic investments (or other investments identified to be
Shari'a compliant), neither we nor the DFSA has determined whether they are Shari'a compliant in any way.

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale.
Prospective purchasers should conduct their own due diligence on any investments. If you do not understand the
contents of this document you should consult an authorised financial adviser.
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United States | This report was prepared by PT DBS Vickers Sekuritas Indonesia ("DBSVI"), DBS Bank Ltd. DBSVUSA did not
participate in its preparation. The research analyst(s) named on this report are not registered as research analysts
with FINRA and are not associated persons of DBSVUSA. The research analyst(s) are not subject to FINRA Rule
2241 restrictions on analyst compensation, communications with a subject company, public appearances and
trading securities held by a research analyst. This report is being distributed in the United States by DBSVUSA,
which accepts responsibility for its contents. This report may only be distributed to Major U.S. Institutional
Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified persons as
DBSVUSA may authorize. Any U.S. person receiving this report who wishes to effect transactions in any securities
referred to herein should contact DBSVUSA directly and not its affiliate.

jurisdictions.

Other In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for
jurisdictions qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of such
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