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Executive Summary

Indonesia was one of among the three countries which successfully posted a positive growth rate in 2009, navigating
through the global financial turmoil and economic slowdown. The economy charted fairly vigorous growth at 4.5%(yoy)
higher than expected (4.3%) .

Economic data up to end of the first quarter 2010 supported us to believe that our economy, in line with the
development in the global economy, is moving toward better development than we previously expected on the
beginning of this year. The optimism also supported by development in the perception indicators such as yield spread,
sovereign rating, CDS, CRC, OECD, etc. On the backdrops, bank Indonesia revised economic growth outlook for 2010
and 2011 to be consecutively within the range of 5.5-6.0% and 6.0-6.5%.

The latest Board of Governors Meeting convened in April 2010 decided to keep the Bl rate at 6.5% after concluding
the present level of Bl Rate is consistent with achievement of the 2010 inflation target, set at 5%+1%. In the balance of
risk, the probability of renewed inflationary pressure is low and Bl Rate also seen as favorable to boost economic
recovery, maintain financial system stability and promote the banking intermediation function.

Up until March 2010, inflationary pressure reduced largely on account of strong rupiah exchange rate, adequate supply
side response to demand and minimum administered price policy., During March, inflation fell by 0.14% bringing
annual CPlI inflation in March 2010 to 3.43% (yoy). Weaker inflationary pressure is expected to continue in 2010 to
increase possibility that inflation will at the lower level of the targeted range.

Banking industry remains solid with high level of CAR (19.3%) and comfortably safe level of NPL (gross) at a 4.0% (as
of February 2010). As economic actors gain more confidence in the economic outlook, lending growth were recorded
at about 10.94% (yoy).



Executive Summary

By the end of Q4-2009, Indonesia’'s overall balance of payments recorded a surplus of US$4.0 billion resulted from
surpluses in both the current account as well as the capital and financial account.

International reserves reached to USD 71.8 billion as of end of March 2010, equivalent to about 5.8 months of imports
and official external debt payment.

In 2010, Rupiah maintained at an appreciating trend in keeping with improvement in economic fundamentals and
lower investment risk. The average value of the rupiah in Q1-2010 strengthened by 2.2% as a result of a more robust
balance of payments, declining risk perceptions and attractive yields. Rupiah continues to strengthen at the level of
IDR 9,100 against USD as of end March 2010.

On the fiscal side, in 2010 Government continues to maintain the balancing act to support the recovery and to
anticipate the global growth momentum going forward by improving public infrastructure and energy. In the medium
term, fiscal policy is directed toward maintaining fiscal consolidation while at the same time sustaining fiscal stimulus.

Currentl y, t hpgopagsal voeevisartee?010 sudget is still in an ongoing discussion at the parliament
and expected to be approved around early May 2010. The revision is perceived as a necessary measure to adjust the
current economic conditions especially changes in the macroeconomic assumptions. The proposed budget adjustment
would increased deficit from 1.6 to 2.1%, in order to contain increasing subsidies figures due to rising commodity prices
mainly from oil, and lower tax revenue in line with addition in tax incentives program.



Indonesia Story: as Acknowledged by Rating Agencies

Impressively navigates through the global crisis and as growing confidence in economic outlook , the Republic
continued to receive good review, especially from Rating agencies

Mo o d yirivestors Service (September 16, 2009): upgraded | n d o n e freigrmand local-currency sovereign
debt ratings to Ba2 with stable outlook. The upgrade was prompted by the Indonesian e ¢ 0 n o melatively strong
resilience to the global recession as well as its healthy medium-term growth prospects.

S & P (March 12, 2010): upgraded I n d o n elengdaedms foreign currency rating to BB from BB- with positive
outlook which indicates that Indonesia has big possibility to be upgraded in one year. The main factor supporting this
decision is steadily improving debt metrics and growing foreign currency reserves which reduced vulnerability to shock
with continued cautious fiscal management.

Fitch Ratings upgraded the Republic of | n d o n e sovesedgs rating in January 25, 2010 to 6 BB ffddn 6 BB 0
with stable outlook. The rating action reflects| n d o n aedativa @slience to the severe global financial stress test of
2008-2009 which has been underpinned by continued improvements in the ¢ o u n tpublcdirsances.

On April 2, 2010, the OECD due also up graded | n d o n e Gredé Risk Classification or the CRC from category
5to 4. This upgrade was a timely acknowledgement by the developed economies of the consistent economic
improvement. This upgrade would significantly improve | n d o n ecredit aténding in front of the creditor countries
especially the credit exports creditor countries which eventually would decrease the debt burden.



Positive Macroeconomic Developments
]




Real Sector: Indonesia Development Policy

Indonesia Development Policy isbasedonadé Tr iTradké&t r at egy o

2nd

3rd

Pro-Growth:

Increase Growth by prioritizing export and investment

Pro-Job :
Boost up the real sector in order to create jobs

Pro-Poor:

Revitalize agriculture, forestry, maritime, and rural economy
to reduce poverty

Source: Coordinating Ministry for Economic Affairs



Overview of Fiscal Policy for 2009 and 2010

Continue an effective fiscal stimulus 2009 (1.4% GDP), 2010 (1.6% GDP)

Fiscal Reduce debt to GDP ratio: 2009 (28%), 2010 (27%).
Stimulus

[ A Actual fiscal deficit 1.6% of GDP, lower than 2.4% of GDP target deficit projected in 2009 Revised Budget

A Target fiscal deficit 1.6% of GDP in 2010 Budget (budget adjustments is in ongoing discussion with the
parliament) .

Continue tax policy and administration reform, reduce rate for companies, certainty of tax policy for oil
Tax and companies
Administrative

Reforms Implement the 1st batch of Performance Based Budget (PBB), Civil Service Reform and Remuneration

(11 ministries) and multi-years projects

Provide fiscal space for the new government to implement additional priority programs (0.4% of GDP or
equal to USD 2.5 billion)

Sufficient fiscal risk for oil and commodity prices, EI-Nino, provide guarantee on land acquisition for
infrastructure projects, secure financing for power (PLN) and restructuring water services (PDAM),
domestic oil price adjustment if necessary

New Feature of
Fiscal Policy

Export promotion (additional capital for Indonesian Exim Bank) and incentives for real sector, climate
change projects (geothermal, bio-premium, green funds)

Maintain
Continue welfare programs (PNPM, BOS, Jamkesmas, Raskin) and provide budget for education

sector

Social Welfare

Source: Ministry of Finance



Fiscal Policy to Promote Economic Recovery
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The fiscal policy aims to promote economic recovery by providing tax incentives to various sectors and
businesses which further promotes private consumption and investment spending

Incentives on
General
Taxation

Energy
Incentives

Incentives for

Industry

Reduce income tax rate for corporations from 28% to 25%

Reduce income tax rate by 5% for listed companies with 40% public ownership

Provide income tax facilities for businesses in specific industries or areas

Free VAT for primary agriculture products

Eliminate many luxury tax items

Provide tax and custom Incentive for special areas in accordance with law on tax and custom

Eliminate non tax revenue for export and import documentation

Provide incentive for geothermal energy through income tax and VAT

Provide tax incentive on imports (both income tax and VAT on imports) for the oil and gas exploration
sector

Provide incentive for green energy through for VAT and subsidy

Provide custom incentives for select industries

Provide custom incentives for imported capital goods and capex

Source: Ministry of Finance



Fiscal Policy to Enhance Competitiveness

The Indonesian government continues to support the development of infrastructure and enhance the social
welfare through the effective fiscal policy and incentives for specific sectors

Infrastructure
Development
and Social
WENELE

Assistance to
Support
Specific
Sectors
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Guarantee for 10,000 MW electricity program and IPP

Additional funds for land clearing for toll road building

Guarantee obligation for State Water Company and subsidy on interest for clean water, and interest
credit for State Water Company, business in Aceh / Nias, and KKPE

Subsidy and VAT for peopl ebs

Credit for green fuel development
Credit for farming and cow growers

Subsidy for fertilizers, seeds and inventory

housing

(Il ow i ncome

Direct assistance for seeds at competitive pricing in order to revitalize plantation, cocoa and sugar

industry

Additional capital for LPEI (Indonesian Exim Bank) to finance export related activities, including for

SMEs

Provide incentives for high performance regions (e.g. performance on financial, economics and social

welfare)

Resolution for troubled asset at SOEs and SMEs loan

Source: Ministry of Finance



Budget Deficit to GDP

Public Finances is a fundamental strength of the Indonesian economy; most of Indonesian ratios are strong or stronger than its peers;
Fiscal Budget deficit has traditionally been limited and remained contained in 2009. Fiscal Stimulus did not impact much on fiscal

deficitin 2009

Budget Deficit / GDP (%) Budget Deficit / GDP 2009* vs. Emerging Markets Countries
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Recent Enhancement of Monetary Operation: Extending SBI Maturity Profile

Under a framework of improving monetary operations, Bank Indonesia will extend the maturity profile of Bank
Indonesia Certificates (SBI). SBI auctions that were previously held weekly will be changed to monthly. Additionally, 3-
month and 6-month SBI will be prioritized in order to absorb excess rupiah liquidity.

The change from weekly to monthly auctions is expected to bolster bank liquidity management over a longer
time horizon. Furthermore, the absorption of excess liquidity through the prioritization of 3-month and 6-month SBI

will foster more active transactions on the money market and ensure more effective monetary operations.

The implementation of improved monetary operations will commence in June 2010, with a 3-month transition

period beginning in March 2010.

In order to maintain adequate liquidity and interest rate stability Bl will continue to optimize other monetary operations,
namely FASBI, Repo O/N and Fine Tune Operations (Fine Tune Contraction and Expansion). Therefore, there is no
adjustment to the structure of existing monetary operation instruments. Meanwhile, sharia SBI (SBIS) auctions will

follow the shortest SBI auction schedule and tenure.

13 Source: Bank Indonesia.



Economic Growth Sustained

The growth is quite strong compared globally.
During 2007 - 2008, the economy performed steadily at 6,2% on average, which was the highest GDP growth after Asian crisis. However, in Q4-2008,
I ndonesi ads economic performance began to moderate as an i mpact of the gl c
Furthermore, GDP growth in Q1-2009 and Q2-2009 slid to 4,5% and 4,1% (yoy). The softening GDP growth was largely the result of plunging export,
commensurate with the deterioration in global economic condition. Despite this, economic activity fuelled by the national election activities has been able to
keep domestic economy from further decline.

Entering the Q3-2009, global economic development showed a sign of improvement, faster than expected. Household consumption remains strong,
primarily supported by maintained household confidence to domestic economic performance. As a result, the Indonesian economy in Q3-2009 charted a
4,2% growth (yoy) and will continue to trend upward.

GDPin Q4-2009s howed a significant i mprovement charted a 5.4% growth (908y). and
reached 4,5% (yoy), better than expected. The major improvementwas a result from increase in exports, investment, and government consumption.

Going forward in 2010, the Indonesian economy is forecasted to grow by 5.7% in Q1-2010 and within the range of 5.5%-6.0% by the end of 2010. In 2011,
the economic growth predicted to climb to 6.0%-6.5%. This improving growth trend is predicted alongside recovery in the world economy, strong domestic
demand, and improvementin financial and banking sector.

Sustainable Economic Growth

2006 2007 2008 2009 Q1-2010*

(*): Preliminary
Source: Ministry of Finance, BPS.

14 Source: Bank Indonesia.
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Flexible monetary policy to support growth objectives

The monetary policy stance is directed towards maintaining consistently low inflation while making adequate
provision for measures to strengthen economic recovery.

Bl Rate and Inflation Sources of Inflation
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The monetary relaxation during 2009 with Bl Rate lowered 300 bps to 6.50% has provided ample support for the economic recovery and
bank intermediation processes.

Indonesian economy in 2009 has charted remarkably low inflation. In 2009, the CPI recorded annual inflation at 2.78% (yoy), the lowest
inflation in 10 years.

Inflationary pressure has eased in response to the government decision to lower fuel price at the beginning of the year, external factors
of lower trading partner inflation, appreciation in the exchange rate and softening public expectations of inflation.

Source: Bank Indonesia, BPS.
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Inflation

Inflation Inflation Expectation i Consensus Forecast
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Inflation in 2009 came to 2.78% (yoy), fell below the inflation target and the lowest inflation in 10 years. The low inflation was closely
linked to plunging external demand and a series of policy actions instituted by the government. The global economic contraction sent
world commaodity prices tumbling in 2009, a development that also slowed activity in the domestic economy

Stable rupiah is expected to damp pressure from higher commodity prices and pave the way for better inflation expectation. From
domestic side, in addition to administered price, subtle inflationary pressure would also be the result from higher demand along with
higher economic growth as production capacity remain adequate to respond to higher demand. Those conditions is projected to be
reflected in inflation rate at 5 1% in 2010.

Up to March 2010, inflationary pressure remained low along with waning inflationary pressure from volatile food, minimum inflationary
pressures from administered prices, and modest inflation expectations, led to a deflation at -0.14% (mtm), or at 3.43% (yoy).

Source: Bank Indonesia




Monetary Policy Stance

Since December 2008, Bl has slashed Bl Rate by 300 bps. The monetary relaxation has offered ample support for the economic
recovery process and bank intermediation.

In the last Board of Governors' Meeting in April 2010, Bank Indonesia has decided to keep the Bl Rate unchanged at 6.5%.
The Board of Governors believes that the monetary relaxation brought about by the 300 bps decline in the Bl Rate offers ample
support for the economic recovery process and bank intermediation. At 6.50%, the Bl Rate is also deemed consistent with
achievement of the inflation target for 2010, set at 5% 1%.

Bl Rate

14% -
12.75%

12% -

10% - 8.75%
8.00%
8% -
6.50%
6% -

4% -

2% -

0% T T T
Sep05 Feb06 Jut06 Dec06 May-07 Oct07 Mar-08 Aug08 Janr09 Jur09 Now09 Apr-10

Source: Bank Indonesia.
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Rupiah appreciating trend continues

Rupiah Exchange Rate 1 Against USD Exchange Rate Movement i Indonesia Compared to Regional
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A The rupiah exchange rate maintained an appreciating trend in keeping with improvement in economic fundamentals and lower

-

investment risk. These positive developments results in a strengthened average value of the rupiah in Q1-2010 by 2.2%.

A Foreign investors purchased Rupiah assets such as SBI, government bonds (SUN) and stocks due to sound fundamental economy

and attractiveyieldof I ndonesi ads assets.

-

A Rupiah recorded to strengthened from IDR 9,404 per USD as on December 31,2009 to IDR 9,100 per USD in March 2010.

Further, Rupiah is expected to keep stable along with favorable economic condition.

Source: Bank Indonesia.




Balance of Payments Q4-2009

Indonesia'’s balance of payments in Q4-2009 posted a surplus of US$4.0 billion (Q3-2009: US$3.5 billion), This surplus is
encouraged by the performance of both the current account and the capital and financial account.

In response, international reserves at the end of Q4-2009 mounted to US$66.1 billion, equivalent to 6.5 months of imports and
official external debt service payments. By end of March 2010, foreign exchange reserves was recorded at US$ 71.8 billion.

Balance of Payments

Indonesia's BOP
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19 Source: Bank Indonesia.
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Balance of Payments 2009

For the whole 2009, BoP recorded a good performance with a surplus of USD12.5 billion (as compared to an almost USD2
billion deficit in the previous year) contributed by surpluses in both current account as well as in the capital and financial account.

I. CURRENT ACCOUNT
A. Goods, net
1. Mon-0il & Gas, net
2. 0il & Gas, net
B. Services, net
C. Income, net
D. Current Transfers, net

Il. CAPITAL & FINANCIAL ACCOUNT
A Capital Account
B. Financial Account
1. Direct Investment
a. Abroad
b. in Indonesia
2. Portfolio Investment
a. Assets
b. Liabilities
3. Other Investment
a. Assets
b. Liabilities

. TOTAL (1=11)
V. NET ERRORS & OMISSIONS
V. OVERALL BALANCE (II+1V)

? Prowisional figures

126
22,916
15130

7,786
-12,998
-15,155

3,364

-1.876

2,170
3,118
-5.900
89.318
1,721
-1.294
3.015
7,309
-10.755
3.446

-1.750
-195
-1.945

2,509
6,886
5,335
1.551
-2, 743
-2, 742
1,109

1,502
19
1,483
453
1,451
1,904
1,859
133
1,726

-307
-H22

4,011

3,955

Indonesia's Balance of Payments

2,481
8,367
6,436
1.931
23,310
-3.776
1,200

-1.757
-1,785

-1.047
1.447
1,959

1.587
1,144
-2.271
-1.873

724
328
1,052

2,150
8,491
6,647
1,844
-3.917
4,072
1,247

2,523
34
2,489
472
-615
987
2,988
-331
3,319
970
-6.325
5,355

4,673
1,127
3,546

(million USE)

3,442
11,454
8,442
3.012
4,585
4,742
1,315

1,405
14
1,390
988
256
962
3,298
403
3.701
-2,896
-3.729
833

4,847

3,954

10,582
35,198
26860
8,338
-14,155
-15,332
4,871

3,673
96
3,577
2,313
-2.987
5,300
10,104
-239
10,343
-8.839
-12.632
3.793

14,255
1,748
12,507

Source: Bank Indonesia.



21

Sound Banking Sector

Protected by prudential guidelines and conservative practices, the Banking Sector has weathered the global
financial turmoil and posted good performance : strong solvency, contained risk exposure and profitability

Sufficient CAR (%) DecI|n|ng NPLs (%)

' 193 19.3 o
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05 -

Dec06 Dec07 Dec08 Dec09 Febl10 Dec06 Dec07 Dec08 Dec09 Feb10

he industryods resilience and maintained positive performance i
Banks kept away from trouble and remained free from toxic assets
Banks were not dependent on international funding
Enhanced risk-based supervision & risk management, including licensing for Structured Products

Swap has been extended from 7 days to 1 month

> > >y > >

Bank Indonesia renewed provision of short-term liquidity facility to provide access for all banks in the event of severe liquidity
constraints. Collateral requirements are also extended. The new policies allow banks to also include performing loans as
collaterals from previously only high quality

Source: Bank Indonesia.



2010 Funding Strategy on Track

The Government 6s f unditrack wiphl reakized finanang ate41135% af gross issuance required in

the 2010Budget

Net Issuance Realization as of April 6, 2010

2010 Issuance Program IDR tr
Original 2010 Budget
Government Securities Net Financing: 104.4
Redemption + Buyback (1) (70.54)
Net Realization (April 6, 2010) 37.96
Gross Issuance: 72.34
Coupon GDS @ 26.50
Retail bonds -
Retail Sukuk 8.03
Zero coupon GDS @ 13.35
T 0 Har lLotal Govt -
Domestic Sukuk 5.90
International Sukuk -
International bonds 18.55
Redemption + Buyback (34.38)

Source: Ministry of Finance
1. Redemption and buyback amount subject to change
2. GDS stands for Government Debt Securities (SUN)

22

Issuance in the domestic market will be prioritized

Issuance of a variety of domestic government
securities

Fixed-rate

Variable rate

T-Bills

Zero coupon

Retail bonds

Syariah securities i Sukuk and Retail Sukuk
International bonds

Indo GMTN

Samurai Bond

Source: Ministry of Finance



23

Foreign Ownership of Government Securities

IDR Billion
T O e r e v o 3 3 % r T E s A st
L1 e EEEEEEEECEEEEEEEEEREREEEEE  CECECEEEEDEE  (ECEEEEEECEEE ~ (DEEREE
LT 1 S EEEEEEEEEEEEEEEEEEEEES] ERECEEECECEEE]  EEEEEEECEEREE  REEEEECEEEEE  CEEEECECEEEEE  REEREE
LI R e ERREREEEEEE | EEEECECEEEEE EEECECEEEEEE  EEEEEEEEECEEE  EEECEEEEEEEEE  RECEEEEEECEEE  SEEEEEE
74,25% 74,24%
I ECEEEEEE  EECECEEEECEE  EEECEEEECEEE $EECEEEEEEEEE 2 RREEEEEEEEDE $EEEEEEECEEEE $ [EECEEEECEREE  CEEEECECEEEEE  EEEEECEEEEER  (EEDERE
LM EEEEEEEE  EEEEEEECEEEE (EERECECEEEEE SEECECEEEEEE  REEECECEEEEE $SEECECEEEEEE  EECEEEEEECEEE  EEECEEEEEEEEE  RECEEEEEEEEEE ~ SEEEEEE
16,35% 16,36%
20,000 +------ o-o-ooooof el el e
9.35%% l 9.41%
o m m = m 0 N B ,
Dec03 Mar09 Juni9 Sepl9 Dec09 Jan-10 Feb-10 Mar-10 5-Apr-10
Total a7 606 79,834 ar.153 93,225 10¥ 997 115,019 120,809 132 459 133,710
m>5 61,055 55,326 62,930 69,456 76,702 82922 87,632 98,355 99,262
25 20,374 18,012 18,999 17,050 21,361 20,792 21,947 21,660 21,971
ml? 6,178 b 496 5,223 b, 719 9,935 11,304 11,331 12,444 12,578

Source: Ministry of Finance
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| atest Macroeconomic Indicators

Gross Domestic Product
Private Consumption
Government Consumption
[nvestment
Exports of Goods & Services
Imports of Goods & Services
Balance of Payments
Current Account
Capital & Financial Account
Overall Balance
International Reserve
Fiscal
Budget Surplus/Deficit
Rupiah Exchange Rate (Average)
CPI Inflation
Bl Rate
Credit Growth*

Stock Price Composite Index

%oy-0-y
%y-0-y
%oy-0-y
%oy-0-y
%oy-0-y
%y-0-y

%GDP

%GDP

%GDP
USD bhillion

%GDP
IDR/USD
%oy-0-y
%pa
%oy-0-y
1983=100

6.3
5.0
3.9
9.3
8.5
9.1

2.4
0.8
29
56.9

13
9,140
6.6
8.00
25.5
2,746

6.0
5.3
10.4
11.9
9.5
10.0

0.1
-0.3
-0.4

51.6

0.1
9,666
11.1
9.25
29.5
1,355

4.5
6.0
19.2
3.5
-18.7
-24.4

2.4
1.5
3.5
54.8

0.1
11,578
7.9
7.75
243

4.1
4.8
17.0
2.4
-15.5
-21.0

22
-1.8
0.8
57.6

0.2
10,527
3.7
7.00
15.0

4.2 5.4
4.7 4.0
10.3 17.0
3.2 4.2
7.8 3.7
14.7 1.6
1.2 2.2
2.1 0.0
2.4 2.6
62.3 66.1
0.5 1.0
9,973 9,459
2.6 2.8
6.50 6.50
8.7 8.7

4.5
4.9
15.7
3.3
-9.7
-15.0

1.9
0.4
2.3
66.1

1.6
10,374
2.8
6.50
8.7

5.7
3.4
12.3
6.9
19.0
21.1

n.a
n.a
n.a

71.8

0.2
9,254
3.4
6.50
9.4

Source: Bank Indonesia



