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Market Architecture
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Regulatory Environment
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SUN Profile — The Need for Benchmark

Q Supply Side Imbalances, Switching Activities Reducing Short End of Curve
0 Too many series with small issuance size
0 Captive Demand of Securities

SUN Outstanding Profile in IDR Million As of End of Feb 2007
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Investor Diversity- SUN

Recap Banks
positions represent
70% of Total
Tradable Securities

Non Bank
Intermediaries (Sec
Firm) have small
Inventory to act as
Dealers.
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SUN Trade Activity
-Availability of Instruments

Number of Actual Trading Days for Each SUN
Year 2006 with 248 Trading Days
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2006 SUN Volatility

Good Amount (> 10 Billion IDR) with Greater 2 Trade
Year 2006
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Issuer Diversity Corporate Bonds

% Outstanding

WHOLESALE (DURABLE & NON
DURABLE GOODS), 0.72%

WOOD INDUSTRIES, 0.16%
ANIMAL FEED, 0.80%

TRANSPORTATION, 6.48%

AUTOMOTIVE AND
TOLL ROAD, AIRPORT, HARBOR & COMPONENTS, 1.11%

ALLIED PROD., 0.07%

TOBACCO MANUFACTURERS,
2.57%

TEXTILE, GARMENT, 0.54%
BANK, 22.09%

TELECOMUNICATION, 9.88%

SECURITIES COMPANY, 1.05%

Corporate Bond Market Issuance Information

RETAIL TRADE, 2.61%

RESTAURANT, HOTEL &
TOURISM, 0.24%

\ BUILDING CONSTRUCTION, 0.199
- CEMENT, 0.35%
CERAMICS, GLASS, PORCELAIN,
0.10%
CHEMICALS, 4.04%

PULP & PAPER, 3.40% 7
PROPERTY AND REAL ESTATE,
2.28%
PLASTICS & PACKAGING, 0.26%
PLANTATION, 1.49%
PHARMACEUTICALS, 0.48%
TRADE, SERVICES & INVESTMENT
MISCELLANENEOUS INDUSTRY
METAL AND ALLIED PRODUCTS,
v
a1 FOOTWEAR, 0.05%
INVESTMENT COMPANY, 0.16%

FOOD & BEVERAGES, 5.65%
FISHERY, 0.12%

Source :KSEI

CONSTRUCTION, 1.86%

ELECTRONICS, 1.18%

ENERGY, 6.27%

FINANCIAL INSTITUTION, 20.46%
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Year Instrument |Issuer Value in Million
1983 7 3 154,718.00
1984 2 0 70,000.00
1985 3 0 130,000.00
1986 1 0 50,000.00
1987 3 0 131,000.00
1988 11 6 400,000.00
1989 24 13 619,500.00
1990 7 1 535,000.00
1991 3 1 125,000.00
1992 21 10 1,641,533.00
1993 16 9 1,905,000.00
1994 7 3 929,520.00
1995 9 4 2,003,130.00
1996 13 5 2,841,080.00
1997 24 15 7,204,992.00
1998 1 0 150,000.00
1999 9 6 4,283,960.00
2000 19 15 5,613,000.00
2001 6 3 2,875,000.00
2002 14 6 6,150,000.00
2003 57 36 26,023,093.00
2004 37 16 19,169,824.00
2005 22 7 8,250,000.00
2006 32 14 11,550,100.00
2007 10 3 2,100,000.00
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Credit Diversity

OUtstanding By Rating Category

0 Heavy Concentration in
2500 Single A Segment
B 0.12%  Overall Improvement in
AAA, 454% Defaults Events
AA 10.41% Source :BES
AA,5.945%
A+, 11.70% A-, 0:30% 1997 1998 1959 000 2001 2002 2003 2004 2005
BAPEPAMLK Source :PEFINDO Default Study
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Profile of Issuance Corporate Bond
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9 10 1 12 13 14
Years to Mature

1 Mostly Straight Bonds
with quarterly and semi-
annual coupons

d Islamic Instruments
represent 3.41% of total
outstanding

L Mixture of ljarah and
Mudharabah Issuance

] Concentration on Short
Duration



Investor Diversity- Corporate Bonds
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QPension, Mutual Funds
and Local Banks represent
largest segment (70%
Holdings)

Foreign Banks in
Indonesia have limited
investment capacity due to
Country Level Risk set by
Global Investment Limits

QLimited Trading Activity
in Secondary Market



Policy Direction-Bond Market

Immediate Term Strategy >Medium Term Strategy > Long Term Strateg>
Strengthening Improving Improve Impr_ove Develop
. : . Intermediary And
Intermediary Information Transactional New Market
- Regulatory
Infrastruture Infrastructure Efficiency . Segment
Capacity
*Market eInformation *Facilitate Active  Improve Matching *Develop Sukuk
Organisation Transparency Inventory Activity Market
*Market Access *Valuation and Management Tools eInformation Driven *Develop
*Transaction Cost Pricing eImprove Straight Market Supervision Securitisation
eIntermediary «Strengthen Credit Thru Processing Market
Mechanism Function *Develop Corporate
eInformation Access Bond Segment
Policy Action
*Primary Dealer *Mandatory Trade *Develop active *Develop Low Cost *Create facilitative
*Enhance Role of Reporting market driven and Low Risk tax environment for
KSEI to facilitate SUN eIntroduction of Security Lending Electronic Trading issuance
Depository Activity Bond Pricing and Borrowing, Platform *Provide incentive
*Review and Agency REPO and Bond *Enhance KPEI Role for Issuers
Harmonise *Mandatory Rating Futures Market to provide clearing *Market and
Transaction Tax *Enhance PRPM eIntroduce Post activity in OTC Investors Education
*Role of Bond Function Trade Processing Market Program
Brokers Service *Develop Capital
Market Database
BAPEPANILK
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Corporate Segment : Prioritization, Issues and

Challenges

Need for Improvem
In

Information Infrastruct

-Disclosure & Ratin

Need for greater stability
in Government Bond Segment-
Liquidity, Benchmark Securities
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v’ Concerted efforts in building a
stable base market (Government
Bond Segment)

v Public Private Partnership

O Enhancement of Rating
Agencies Function via
BAPEPAM Regulation

UCreation of Regulatory
Framework for Bond Pricing
Agency

v' On-Going Comprehensive Re-
Evaluation of Taxation Structure in
Capital Market



Conclusion

e Coordination among Regulatory Agency Is
a major key success factors

A

Effectiveness of
Rules& Regulation

Economic Benefit of
Rules& Regulation

Quality of Measurement and Monitoring
-- : Economic Benefit*
__: Effectiveness of Regulation

®Economic Benefit = Economic Benefit — Cost of creating and maintaining Measurement and Monitoring Function.
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