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Context

Adam Tooze, Ph.D

Professor of History & Director of
the European Institute -
Columbia University
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“This is a period of radical uncertainty, an
order of magnitude greater than anything
we’re used to.

It would be foolish, amid such uncertainty, to
make overly confident predictions about how
the world economic order will look in five
years or even in five months”



Ongoing tension: (1) safequarding lives and (2) safequarding
livelihoods

The imperative of our time

Imperative 1

Safeguard o Suppress the virus as fast
lives as possible

Expand treatment and testing
capacity

Containing the
virus

Find better treatment, drugs,

vaccines
Case count

Imperative 2

Safeguard

livelihoods Support people and businesses

affected by lockdowns

Restoring the
damaged
economy

Prepare to get back to work
safely when the virus abates

Prepare to accelerate a recovery from
an estimated —8% to —13% trough
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The Covid-19 pandemic caused the biggest global GDP drop
since World War Il

Global real GDP: The eight global recessions over the past century

%yoy,; US recession bars shown in grey (2020-21 forecast),
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The Covid-19 pandemic caused an economic impact that is
very different from past crises

“..this is NOT a financial crisis like what we saw in 2008-2009. A
financial crisis is like a heart attack. It hits you hard at the heart. If
you don’t deal with the heart, everything else stops. The solution is

for Central Bank to provide significant market liquidity to calm the
market...”

“...what we are seeing now is an economic sudden stop. They start
small and they cascade and reach critical mass....as if you are
dealing with a broken leg and an infection in one leg, an infection

Mohamed A. El-Erian, D.Phil

Chief Economic Adviser at Allianz ] ther | in th di th Th it
& Former CEO of PIMCO In another leg, Iin the arm, and in another arm. erefore it is a

multi-symptom, multi-aspect disease...”

Previous crisis (2008-2009 global crisis and 1997-1998 Asian financial crisis) started in the
banking sector which spreads to the real sector. The global crisis caused by Covid-19
pandemic starts at the real sector which, if left uncontrolled, could spread to the banking
sector. Solution must be comprehensive: stimulus from fiscal and monetary as well

Source: Wharton Business School lecture, 2020
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A simple framework developed by McKinsey to define various
economic scenarios caused by the Covid-19 pandemic

Currant as of Aptil 13,

Scenarios for the economic impact of the COVID-19 crisis
GDP impact of COVID-19 spread, public health response, and economic policies

Rapid and effective control Bi

of virus spread Wirus containad
Strong public health resg S s but sector

in trolling spread in each co ( damage; lower

within 2-3 months leng-term trend
growth

Virus spread and
public health
response

Effective response, but
(regional) virus resurgence B2

; ; alth response initially succeeds Wirus
Effectiveness of the public ures are n or 1 resurgence;
health re 2 i slow long-tarm
in controlling the spread growth
and human impact
of COVID-18 . "
Broad failure of public health B3
mte.rventlons § Pandemic Pandamic Pandemic
Public health response fails ascalation; escalation; slow ascalation;
o control the spre 0 us profonged progression towards delayed but full
for an extended period of tim downtum without |CONOMIC recovery eConomic recovery
{e.q., until v re available) SCONOMIC recavery

Partially effective Highly effective

Ineffective interventions interventions interventions

crisis fundamentals and rT1ﬁ1'r'|er1[urT1
Knock-on effects and economic policy response
Speed and strength of recovery depends on whether policy moves can mitigate
self-reinforeing r onary dynamic .., corporate defaul redit crunch)

ailable online at hilos /e mokinsey comibusmese-uncioni/zie zand-cocporals-inanceiouringighis/saleguading-our:

Which path will Indonesia follow?
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Indonesia GDP contracted in Q2 2020 with across-the-board
contraction in all components — loan growth also weak

Indonesia Real GDP

Covid-19 impacted various components of

] %YoY %QoQ
Indonesian economy F : : ;
GDP Components 3Q19 4Q19 1Q20:2Q20 1 3Q19 4Q19 1Q20 ;2Q20 |
Private Consumption 5.0 5.0 2.8§ -5.5 i 49 50 -3.3 5—25.3 E
 GDP contracted in 2Q 2020 Government Spending 1.0 05 3.7§ -6.9 i -146 62 -34 5-12.8 E
e Sluggish domestic consumption Fixed Asset Investment 42 41 1.75 -8.6 i 32 29 14 i -35.5 E
* Slower government spending Exports 01 -04 02(-117{ -13 -85 69 |-212
« Weaker investment and external trade Imports -83 -8.0 -z.zi 17.0 {129 -10.9 -89 |-2656 |
Sumber: Badan Pusat Statistik
e At best, expect a flat GDP for 2020, and a GDP & loan trend
gradual recovery thereafter 25%
L GDP GrowthVv
6.2%
e Banking is a proxy of economy
Loan Growth ¥

a\

* Weak loan demand, recovery on loan
growth unlikely to be fast and smooth & i
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Furthermore, low interest rate environment pressuring bank
margin

 Benchmark rate has come down by 200bp since 2018 but overall market liquidity is ample because
loan growth has been muted

* Interest rates across all segments trend lower, partially also caused by loan restructuring

* Net Interest Margins (NIM) of banks expected to continue to decline — NIM unlikely to recover anytime

soon
Indonesia Benchmark Rate (Bl 7-Days Repo) (%) Sector NIM % trend
. 56 _ 5.6
6% Bl 7-day (Reverse) Repo Rate 575 6.00 6.00
5% - 4.75

4% -

3% A

4.3

2% LI N B I O B |

Jun-16 Nov-16 Apr-17 Sep-17 Feb-18 Jul-18 Dec-18 Mei-19 Oct-19 Mar-20 Aug-20

Jun-16 Dec-16 Jun-17 Dec-17 Jun-18 Dec-18 Jun-19 Dec-19 Jun-20

Source: Central Bureau of Statistics (BPS) and Bank Indonesia

10

Sharing Session



Restructured loans jumped 3.8x since Apr20, reaching ~15% of
total sector loans... and could be even more

Total Restructured Loans - Banking Sector « Massive loan restructuring from all loan

Restru. Amount (Rp tn)

% to Total Loans 13% 14% 15%

segments: business and consumers

e Regulator supports loan restructuring to help

9% 741 784 857 the economy (all restructured loans classified as
performing as of today)
4% 517
* Major banks expect restructured loans to reach
223 Restr. pipeline: ~20 — 23 % of total loan, a big challenge !
Rp 1,378 tn
e Restructuring sustainability unknown — depends
Apr-20  May-20  Jun-20 Jul-20 Aug-20 on the overall recovery and the sector
Performing but Restructured loans in the Top 12 Banks (76% of Total Restructured Loans)
Top 12 Banks QoQ: 521% 78% BUKU IV.A
Rp tn YTD: 525% Rp 437 tn (+597% YTD)
560.2 (BRI, Mandiri, BCA, BNI)
Up ™~ 6.2x 12% BUKU IV.B

Rp 66 tn (+509% YTD)
(CIMB, Panin, Danamon)

85.0 93.2 89.7 90.2 10% Top 5 BUKU 1l

Rp 57 tn (+254% YTD)
(BTN, NISP, Permata, Maybank & BTPN)

Sharing Session Jun-19 Sep-19 Dec-19 Mar-20 Jun-20



We have also observed a spike in Loan at Risk (LAR)

LAR: Non Performing Loan (NPL) + Special Mention Loan (Coll. 2) + Restructured Coll. 1 Loan

* Due to relaxation of loan restructuring rating, NPLs are now less meaningful
* Look at: a total of NPL + SML + Loan Restructuring, so called “Loan at Risk”

* True credit quality will emerge post relaxation period.

LAR, SML, NPL Ratio — Top 12 Banks LAR Ratio by BUKU
LAR 24.8%
22.9% 23.5%
’ Industry:
———————————————————————————— — - ~22%
21.4%  (Rp1,215tn,
(+117% YTD)
0,
0% 19.4%
8.7% 9.2%
6.1%
309, X — 5.4% SML
NPL
2.3% 2.4% 2.6% 3.1%
r T T T 1 M T T | |
2018 2019 Mar-20 Jun-20 BUKUIV.A BUKUIV.B Sel. BUKUIl  Others

Note: 12 Banks are BRI, Mandiri, BCA, BNI, BTN, CIMB, Panin,

Danamon, OCBC NISP, Maybank, Permata & BTPN Note: BUKU IV.A: BRI, Mandiri, BCA, BNI. BUKU IV.B: CIMB, Panin,

Danamon Selected BUKU IlI: BTN, NISP, Permata, Maybank & BTPN.
Others is the remaining 94 banks. Total industry: 106 banks.
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Government measures have been comprehensive

* National Economic Recovery Program (PEN) was launched in May20, with total stimulus of Rp 695 tn despite

slow dispatch.

S Demand-Side
l;Ft)'p V'I \ae ﬂ ﬂ Stimulus
Imulus T
TIL ¥ Salary/Wages ’
MNP Social Support
SOEs Support i
* i [ilililik
Companies Government /
’Tax Incentives ' Spending ’ institution
spending
‘Government/ COnsumer
institution x
spending
9 .
Loan \(\Qo 'b\ ' Cash flow decline
Restructuring 9& ’gx& due to Covid
\
» {{,(‘b ¥ cash flow not
$ ’$ necessarily
\ decline
' PP MSME Support | J ng qu
C - Policy bearer:
Banking » Interest rate L] A L W Government

Stimulus subsidy Banking ' Banking Sector
L 1 Sector {:} .
Liquidity Bank Indonesia

8w
pport
o
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Promising e-commerce trend, will play a bigger role during the
pandemic and beyond...

E-commerce transaction value trend

% YoY Rp tn
20 . - 500
w Transaction value (Rp tn) - RHS
18 o - 450
-— A, YOY - LHS ---------- - -
14 ~ 350
12 ------- - 300
10 I~ 250
8 - 200
6 I~ 150
L e » T i T T —— - 100
2 l M
. , m |l
FEE EEEEEEEERER® @@ R R R Qg ®e®® 2000222222228 88¢8 888 °
BE2iEFS35585aE8a 5528585058355 58285834885585°¢%
Source: Bl _r
NEWS BUSINESS SE ASIA OPINION LIFESTYLE TRAVEL MULTIMEDIA
NMEWS = BUSIMESS
- [}
Indonesia’'s e-commerce sales to
- 1 .

surpass India's “Indonesia’s 2020 e-commerce Gross

Eisya A. Eloksari Merchandise Value (GMV) will reach USS40 billion

i this year, the third-highest in the world and

Jakarta / Tue, September 8 2020 / 07:56 pm hlgher than |ndia’s predlcted $38 bi”|on.” 15
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...supported by propelled digitalization from banks

Leverage Digital Ecosystem To Provide Our Services On External Digital Platforms

API Portal

Account Loan  Credit Card
Opening  Application Application
@ =
- b
H
Balance  Transaction  Online
inquiry  Info Inquiry  Notification
2 w § (
= L} 34
Fund Bill Virtual
Transfers  Payments  Account

Sharing Session

Growing Customer Base

d

onl'ne LAMA MILIH STICKER, DARIPADA
Account BEULGNGTNS WA
R #DIBIKINSIMPEL di 5 g
Opening ) .\
via BCA Fsilas=
Mobile ™ -

Collaboration & Partnership

Expanding BCA
payment settlement

through collaboration

with fintech & e-
commerce players

e-Money Top Up

Freq ~2.5m trx/mo

(@

OneKlik

Digital Financing

Growing

Transactions in

Disbursement Rp 45 Bn/mo

BL
@ Bolioli
Qpoana

works /<) Abseeren

CR. WDE Invesiree

Expanded Digital
Ecosystem

Direct Debit

Freq ~30k trx/mo

BCA

Selected ‘New Normal’ Products

“Payment | Online ol
Link” chieeell | Debit
BCA online Sy | for - ————
_payment ‘,g-gomnle,rq&; D —
gateway ri:
QRIS o } Cardless transactions
%@ﬁg;i‘/j LESM SAUOAN DA i One-time pgsswor.d via m-BCA for
—  cash deposits & withdrawals at
g:;):/:::l f/r;for o } ATMs & branches transactions
offline :-é } :’;é:‘ﬁfﬂﬂ’;nﬁ's'; e "
merchant ‘ ook

Digitizing Core

Exploitation:

Digitize existing services and transactions
(Business Process)

e Optimize existing Channels

e Integrated Digitized Operation

o Simplified and standardized system

A enBR_I‘L_ir)?ﬁ

Branchless Banking Initiatives for Micro
Digital Loan
Underwriting

SP% System

Boost Productivity &
Unleash The Potential

LA
BRImobile

Advanced Mobile Banking

Digital Ecosystem

Exploration:

Build ecosystem to offer products and services beyond core
business.

® Digital Platform for Business

e Build new business model

® Partnership with Fintech

L

BRIMola BRIStore str®eeri Pasart]

| Market

BRIaop BRI;man

Tradit

<

wavelola® 2L
invesiree &3, e 8k amartha

Leveraging New Liquidity, New
Opportunities, New Source of Growth

New Digital
Propositions

Exploration:

Create and launch an independent
greenfield digital bank in Indonesia

® Mobile First channel

e Fully Digital for untapped market
e Build New Digital Capability

Pinang
o
Digital Lending Platform Big Data
Analytics
B ceria
Credit Cardless Product K E c E

Digital ultra microloan

Tap the Untapped
Embedded in Customer Life



The future of banking is about Connectivity & Collaboration

Indonesia has is a fast growing generation of millennials entering the “bankable” market,
requiring a digital service model

Fintechs will continue to grow, looking for opportunities to expand their customer base via
partnerships

In the last two years, both dominant ecosystem players, startups and incumbents are
accelerating their activities globally

Scout24 has transformed its
classifieds business to an

Go-Jek is expanding into
several South East Asian

countries, including | ecosystem platform play
Vietnam, Thailand and
Philippines
PP B tencenran
GO~ JEK D A , hEES
- & Goagle amazon prNEz:\r;_!u
YLMDAI atplank L] i/‘-' Udermy o
: = ATAT
== L RS coursera —TEILUS E
‘E i WyLsAs " i
pedia {7\ airbnb @& €8 '@' M BDBS
'r"l’ﬂ]'!'l'lilll"-‘f: = Lufthansa TIATMEER  jasredod
amazon e ‘ s o
paytm  'CBC @ [ -
— R sl GPKie  SIEMENS
@ KinneK Commommestihic < p £ BOSCH E-!;'
- *=3ysiEms: -
@ No 22ideaBank ' CAT
EL @ [ - B Microsoft
Ridaala.oon ofphank oy - A

H#1oe
PayTm has recently 3%RBS
reached 18bn in valuation, RBC has rolled ocut a suite of 7
ecosystem services as part of its

technology-focused strategy

and reached mobile banking
share of 26% in India

. . Source; MoKinsey Global Ecosysiem Team
Sharing Session ? :
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Founded in 1957, Bank Central Asia (BCA) is now one of the leading
banks in South East Asia

Bank Name Country of Origin Market Cap (as of 18
Sep 2020)

Bank Central Asia Indonesia USS 47 Billion
Bank Rakyat Indonesia USS 27 Billion
Indonesia

Bank Mandiri Indonesia USS 18 Billion
Bank Negara Indonesia USS 6 Billion
Indonesia

Development Bank of Singapore USS 37 Billion
Singapore (DBS)

OCBC Singapore USS 28 Billion
UOB Singapore USS 24 Billion
Maybank Malaysia USS 18 Billion
Public Bank Malaysia USS 15 Billion
CIMB Malaysia USS 7 Billion

Source: Bloomberg
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Endless digital journey in BCA

Asian Fi
! 1
! I
1
1987 : 2000 i 2005
i : ! i i
1 : I 1 1
1 ! - I 1
1 i 1 1 1
H 1 1 1 1
| 1 1 1 1
] i 1 1 1
1 ! ] I 1
: 1 1 : :
® ® ° é °
* ATM BCA * EDCBCA * KlikBCA * Mobile banking * KlikBCA Bisnis
* Debit BCA Individu (m-BCA) « EDC BIZZ
* BCA by phone * SMS BCA
* OPEN PLATFORM,
COLLABORATION
1 1 1 1 1
1 1 1 1 1
t + Onli | : : :
* #Banking from | Online !+ Cashless ' i *DUITT :
home | account 0 ithdrawal | L dovitt |
I openingvia I . ] ' I I
* QRIS I bil i+ OneKlik : : e I
et | e o, @
i * BCAKeyboard i -
E : OneKiik : « APl BCA 1 Sakuki :
1 1 nexii 1
8 oo,
1 1
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Lot WA oSt :
el 2019
2020
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* Flazz card * KlikPay

* KlikBCA Bisnis
Integrated
Solution (KBBS-IS)

* ATM CDM
(Deposit,
Withdrawal)
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Growing digital transactions

* Transactions have evolved..... online channels gained larger share at faster pace

e  Customer behavior has changed

* But we can not neglect branch banking yet... transaction value is still a significant portion

Number of Transactions Composition

Transaction Value Composition

—

79.0% 81.1%

70.1% 71.7% 72.9% 74V

64.0% 64.6% 65.7% e

Mobile & Internet

33.5% 329% 31.8%

27.8%  26.4% 253% 28.2% ) ATM
19.5%  17.7%
Branches
2.5% 2.5% 2.4% 2.1% 1.9% 1.9% 1.8% 1.4% 1.2%
T T T T T T

1H-18 9M-18 FY-18 1Q-19 1H-19 9SM-19 FY-19 1Q-20 1H-20

Sharing Session

Mobile & Internet
Surpassing Branches

Branches
54.1% 54.0% 53.7%

50.5% 49.6Y 0
o 9.6% 49.3% 49.1% 47.2% /47.4%

45.4%

41.4% 42.2% 42.7% 43.1%
Mobile & Internet

37.2% 37.5% 37.9%

ATM
8.7% 8.5% 8.3% 8.1% 8.2% 8.0% 7.8% 7.4% 7.3%

1H-18 9M-18 FY-18 1Q-19 1H-19 9M-19 FY-19 1Q-20 1H-20
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BCA digital value proposition

Security and convenience in BCA digital platform

Security Convenience Speed Precision Price

BCA digital products are to complement the existing ones

Sharing Session
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BCA efforts in transaction banking has translated to numbers

Third Party Fund Composition (Rp bn) - Consolidated Third Party Funds (Rp bn) - Consolidated

Jun-19 Dec-19 Mar-20 Jun-20 AYoY AYtD AQoQ

M Savings M Current Accounts B Time Deposits CASA 510,410 532,013 568,526 575,974 12.8% 8.3% 1.3%

Current
Accounts

172,644 185,722 202,204 195,020 13.0% 5.0% -3.6%

761,604

741,023

704,791 J 2vines 337,766 346,291 366,322 380,954 12.8% 10.0% 4.0%

Accounts

673,872 683,053

.Time Deposits 163,462 172,778 172,497 185,630 13.6% 7.4% 7.6%

:'J::sparty 673,872 704,791 741,023 761,604 13.0% 8.1% 2.8%
CASA Ratio 75.7% 755% 76.7% 75.6% -0.1% 0.1% -1.1%
/ Well-integrated Channels ~—

CASA — e

Ratio: :—@ @ Connected A

% = o )
75.6% — —-—— # with +1,200 -
24/7 Mobile & parties via API 24/7 World-Class

Internet Banking Contact Center

Total 17,360 ATMs. . @" Wide

More than 40% is “ distribution of
Cash Recycling LS fong EDCs & QRIS
. . Machine (CRM) 1,251 Branches La"?':‘J connection

Jun-19 Sep-19 Dec-19 Mar-20 Jun-20
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Mobile banking has been growing exponentially

FREKUENSI TRANSAKSI FINANSIAL BCA 2010-2020

100,000,000 200,000,000 300,000,000

MB 23,868,368

. °

ATM

301,344,852

H1-10

Total: 458,458,830

38,144,365

23,613,702

=
=

CABANG

71,487,543

|
I
|
|
I
I EDC
|
I
|
I
I

FREKUENSI TRANSAKSI FINANSIAL BCA 2010-2020
50,000,000

o

100,000,000 150,000,000

MB 160,319,369

ATM

113,899,950

Jun-20

Total: 338,325,058

EDC 31,869,873

=
&

24,365,980

CABANG 7,869,886
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FREKUENSI TRANSAKSI FINANSIAL BCA 2010-2020
200,000,000

°

ATM

MB 119,206,262

KBI- 105,278,424
EDC- 105,718,404
CABANG 69,277,888

400,000,000 600,000,000

679,288,384

H1-15

Total: 1,078,769,362

FREKUENSI TRANSAKSI FINANSIAL BCA 2010-2020
50,000,000

°

CABANG 10,761,308

ATM 140,899,505
MB 140,227,587
EDC_ 35,643,378
KB 25,274,907

100,000,000

Oct-19

Total: 352,806,686
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Key take-aways

The Covid-19 pandemic has resulted in a biggest global GDP drop since World War Il with some
sectors more negatively impacted than others

To soften the pandemic impact, governments around the world addressing two issues at once: (1) how
to “safeguard our lives” and (2) how to “safeguard our “livelihoods”

Fiscal stimulus (e.g., cash transfer, credit guarantee scheme, interest subsidy, tax breaks) as well as
monetary stimulus (e.g., liquidity injection, interest rate reduction, reserves requirement adjustments,
and other macro-prudential measures) introduced by almost all countries

Although the banking sector in general enters this pandemic with a state of strength (in terms of capital
and liquidity), the pandemic has undoubtedly impacted the sector globally and also in Indonesia

LAR or Loan at Risk (the total of (a) Non Performing Loan, (b) Special Mention Loan (Category-2
Loan), and (c) Restructured but classified as Category-1 Loan) increased from ~9% pre-pandemic to
~23% currently - banks might still need to increase its loan-loss provision over the next few years
Net Interest Margin compressed across all segments caused by (1) lower benchmark rate and (2)
loan restructuring (loan interest rate decrease and deferred) and unlikely to recover anytime soon
Muted loan growth as the real sector taking longer to recover

There are still a number of “silver linings”

Banks in general are better capitalized with ample liquidity

Previous investment for digitalization paying-off - more customers switched to mobile channels
New competitors emerging - NOT the traditional P2P players but the more aggressive tech
companies trying to enter the financial services. Use of artificial intelligence, machine learning, big
data analytics, blockchain by banks will only accelerate going forward

In the future, the “winning banks” are those that are part of larger “eco-systems” — therefore,
banks must prepare the hardware (tech aspects) and the software (human capital and capability)

Sharing Session
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Thank you

DISCLAIMER: This presentation has been prepared by Haryanto T Budiman and is circulated for the purpose of general information only. Information is obtained from sources
believed to be reliable. No warranty (expressed or implied) is made to the accuracy or completeness of the information. Any projections of future conditions included in this
presentation constitute our judgment as of this date and are subject to change without prior notice. | will not be liable for any losses and/or damages in connection with the use of
this presentation and/or any action taken in reliance upon the whole or any part of the content of this presentation.




