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Bl Indonesia Macroeconomic Overview

A Worl d Bank anticipates I ndonesiad6s econom
and 2019 supported by resilient domestic demand and improvement in private investment

A IMF: In 2017, growth is expected to rise modestly to 5.1%, led by a gradual pickup in
private investment in response to stronger commodity prices, low interest rates, and a
recovery in external demand on the back of a pickup in global growth and trade

A Bank Indonesia reaffirmed its estimate of 5.0% - 5.4% growth rate in the economy for
2017

A Overall, we see the cautious early signs of green shoots i where Consumer Confidence
Index remain robust at the end of Q2 2017 with income boosted by Tunjangan Hari Raya,
end of elections, S&P rating upgrade for Indonesia (the last of the three key credit ratings
agencies to give investment grade status).
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. Indonesian Cement Industry 2017 Landscape
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* Total capacity in 2017 includes Finished Mills from Hao Han (0.6 mt), Semen
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J Demand/Supply Outlook: Oversupply Market
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Source: Indonesian Cement Association, BPS Statistic
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Heavy Equipment Order may Reach 20% Higher YoY

.Confirmation of commodity sector recovery and infrastructure strong progress
Heavy equipment order is a leading indicator for cement demand
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Domestic Consumption Growth & Market Share per region @

SEME

YTD June 2017

Regions Year-to-Date (in Tons) 201706 201606
2017 2016 Inc./Dec. INTP | SMGR | SMCB | INTP SMGR | SMCB

Jakarta 2220 599| 2.404 712 403%| 157%| 266%| 456%| 169%| 261%
Banten 1.389.937| 1.450.105 A4 1% 24 5%| 100%| 453%| 258%| 117%
West Java 4,113.832| 4,227.678 50.2%| 19.6%| 12.9%| 482%| 18.8%| 14.9%
Central Java 3.838.614| 3553430 285184 ] 33.8%| 428%| 155%| 350%| 427%| 156%
Yogyakarta 498 959 444 313 54 646 ) 17.2%| 301%| 41.0%| 183%| 421%| 363%
East Jawa 4,381,268 4.052.195| 329072 ] 11.3%| 67.8%| 11.7%] 122%| 675%| 107%
Java 16,443,208] 16,132,433] 310,115 . 33.1%| 38.1%| 15.6%| 34.8%| 37.3%| 16.0%
Western Java 7.724,368| 8,082,495 46.2%| 19.4%| 16.3%| 46.9%| 19.5%| 17.6%

Sumatera I 5.028.820] 6.243.183 10.9% 41.3%] 254%[ 11.3%| 43.0%| 29.0%

Kalimantan [ 1,816,932 2,001,579 22 4% 42 1% 6.6% 23. 7% 42 5% 8.9%
Sulawesi 2,334,976 2,543,236 8.6% 67 2% 0.8% 12.1% 62 5% 1.7%
Musa Tenggara 1,703,465 1,686,312 17,153 1.0% 34.3% 33.0% [ 5.2% 31.3% 36.6%[ 5.6%
-13.1% 16.6% 47.5% 0.9% 18.8% 55.7% 1.1%

East Indonesia 666,851 767 771
Qutside Java 12,551,045( 13,242,080 15.6% 45 4% 14.1% 16.3% A46.6% 16.1%
Indonesia 28,994,253 29,374,514 380,261 1.3% 25.5% A41.3% 15.0% 26.5% 41.5% 16.0%

Source: Indonesia Cement Association Population and Cement Consumption per Capita [estimated/annualized)

. Regions Population Year-to-Date (in k) Year-to-Date (in kg/Capita) % Indonesia
Market Growth: 017 2016 Inc./Dec. 2017 | 2016 Inc./Dec. 2017 | 2016
Note:
>15% . Jakarta 10,526 10,278 248 24% 4221 468 46| 08%|  4.0%  4.0%
Lebaran season in June 2_017 corrected Banten 12498 12203 48[ 24% 222 238 50 9| 47| 47%
the market growth +4.1% in Ytd May West Java 48523 47379 1143 24% 70| 178 9 50w 18.3%| 183%
10-15% 2017. Central Java 34,840 34,019 21|  24%| 2200 209 11| 55w 13.1%| 131%
. . Yogyakarta 3811 3.7 90| 24%| 262|239 23| 9Tl 4% 14%
- Contrary, prior year Lebaran that hit the East Jawa 40018 3907 43| 24|  219] 207 12| 56| 15.1%| 16.1%
- market was occurred in July 2016. Java 150214]  146,675]  3.539] 2.4% 219 220 A 05%|  56.7%]  56.7%
. Western Java 71,506]  69,860]  1.606] 2.4% _ 216] 231 5] 6.0%|  20.0%]  21.0%
) In g_eneral W_estern Part of J_ava S_t'” Sumatera 57473 se119| 1384 24%] 210 222 A3 a7 217% 217%
0-5% having sluggish demand while mid and Kaimantan [ 16012[ 15,635 7| 24%| 221 286 29| -114%|  6.0%|  6.0%
east S|gn|flcant|y boosted by infra project Sulawesi : 19,431: 18,973 458 24% 240 268 28] -10.4% 7.3% 7.3%
Outside i L7 lahtl Nusa Tenggara 14,645 14,300 5| 24% 233|236 3| A4m|  55%|  55%
- utside java Is mixture to slightly on East Indonesia 7| 7.002 169| 24%|  186|  219] 33| 52%| 27| 27%
corrective growth (commodity recovery Outside Java 114733 112,030 2703 2.4%|  219]  236] 18] 7.5%| 43.3%| 43.3%
still not translated to demand) Indonesia 264947 258,705]  6,42] 2.4% 219 2 8] 3.6%| 100.0%] 100.0%

Source: Indonesia Statistic (processed)



g Java IS still key market area in delivering strong results

Geographic composition of Sales
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A On absolute terms Java remains the dominant factors in delivering strong
results

A Indocement is able to protect home market and maintain stable sales, however
declining sales from outside Java brought down total domestic sales
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Bl Theimportance of bulk sales continues
In thousand tons Bag/Bulk sales composition Jan - Dec
20,000
18,000 ]
16,000 @ 3.931 @ ] A Stronger focus on increasing
14.000 4,109 @ 3,860 @ bulk sales
A High bulk volume in Jakarta
12,000 A Indocement benefits from
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A Portion of bag sales is lower than bulk due to declining sales especially in outside Java
for H1 2017

Composition of bag vs bulk sales in H11 2017 is 77.0% vs. 23.0%

Indocement positions itself as a reliable partner for infrastructure projects providing
quality bulk cement and concrete at timely delivery
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B Continuous focus on cost control with disciplined
spending on promotional activities

Composition of Manufacturing Cost as % Fixed Cost Control i bio IDR
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A Increase in coal price caused increase in fuel and power cost due to gain in running the most
efficient kilns.

A Manufacturing Overhead portion decreases due to cost savings activities including repairs.
A Ramping up of P14 kiln in H1 already starts to deliver savings; full savings expected starting in H2.
A Increase in SG&A relates to additional cost to support end user program and Rajawali promotion.




