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Indonesia fiscal deficit revised higher to 2.35% of GDP

Thailand’s imports unexpectedly rise, but exports declined

Indonesia’s revised budget has been approved by the Parliament, where
the country's GDP growth has been revised lower, but also with
expectations for lower inflation and improvement in Indonesia Rupiah, see
Chart 1. In the revised budget, in view of slower economy, the Indonesian
government’s revenue collection was revised lower by 2% to IDR1,786trn.
Even so, the revenue collection in the first five months of 2016 only
accounted for about 28% of the revised revenue. However, to shore up the
revenue collection, the parliament has also approved the Tax Amnesty Bill,
to be effective 15t July 2016 and will be in effect until March 2017.

The amnesty programme is expected to contribute IDR165trn to the
government revenue coffers in 2016, about 9% of the revised revenue.
Nevertheless, at this rate of increase (28% in first five months of 2016
excluding tax amnesty), unless the economy improved significantly, we
believe it would still be difficult for the government to achieve the revised
revenue target. As a result, the country’s budget deficit position is likely to
widen to 2.35% of GDP for 2016, compared to original target of 2.15%, as
higher government expenditure on infrastructure will also likely be needed
to shore up economic growth in the country. Real GDP growth target has
been revised lower by 0.1ppt to 5.2% for 2016, after slowing to six-year low
of 4.8% in 2015. Much of this will be domestically-driven, spearheaded by
government spending, especially as external environment remains
uncertain.

Separately, in Thailand, the country’s customs imports unexpectedly
rebounded to a 0.5% yoy growth (-14.9% in April), supported by a
turnaround in the imports of consumer goods (+7.9% vs -1.7% in April),
raw materials and intermediate products (+2.4% vs -9.4% in April) as well
as stronger demand for vehicles and transport accessories (+22.8%). This
was in tandem with stronger car sales for the month, which rose by 15.9%
yoy (1.7% in April). This reflects some stabilisation in domestic demand,
where consumer confidence index has shown some stabilisation at 72.6 in
May (72.7 in April), and may be an indication of improvement in 2H16.

However, the country’s customs exports fell for second month in May, by
4.4% yoy (-8% in April). This was higher than market expectation of a 3.2%
decline, reflecting that the brief uptick in Feb-Mar 2016 was only temporary.
The impact of Brexit on Thailand’s trade should be manageable as UK only
accounted for 1.3% of Thailand’s export in 2015, whereas exports to EU
was about 8.9%. We believe the Thailand’s economy will continue to be
supported by domestic demand and tourism sector.

Fig 1: ASEAN economic releases (24 June — 30 June 2016)
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2015 2015 2015
PHILIPPINES
Imports (%yoy) 23.0 5.7 8.2 16.9 10.1 -25.8 20.5
Trade balance (US$bn) -1.5 -1.0 -1.3 -1.9 -1.0 0.6 -2.6
SINGAPORE
IPI (%yoy) 6.1 -4.7 6.3 -3.3 2.8  -11.9 1.1
THAILAND
Customs exports (%yoy) -3.6 -6.7 -55 -8.1 -7.4 -8.7 -8.9
Customs imports (%yoy) -12.7 -4.8 -26.2 -18.2 -9.5 -9.2 -12.4
Custom trade (US$bn) 0.8 0.7 2.8 21 0.3 15 0.2
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Appendix I: ASEAN economic charts (24 — 30 June 2016)

Chart 1: Indonesia’s revised budget

2016 state budget

Original Revised
GDP growth % 5.3 5.2
Inflation % 4.7 4.0
Exchange rate IDR/USD 13,900.0 13,500.0
3-month SBI/SPN % 55 5.5
Indonesian crude oil price USD/Barrel 50.0 40.0
Oil lifting 1000 Barrel/Day 830.0 820.0
Gas lifting MN Barrel/Day 1,150.0 1,150.0
Revenues IDR trn 1,822.5 1,768.2
Tax revenues IDR trn 1,546.7 1,539.2
Total expenditure IDR trn 2,095.7 2,082.9
Central government spending IDR trn 1,325.6 1,306.7
Ministries and institutions spending IDR trn 784.1 767.8
Regional transfers and village funds IDR trn 770.2 776.3
Subsidy IDR trn 182.6 177.8
State capital injections to SOEs IDR trn 40.4 50.5
Chart 2: Philippines share of imports Chart 3: Singapore’s production
Consumer i IPI
goods Special 3°/MMOA Food, beverage, tobacco
17 30, transaction oyoy Textiles
e ] 0 60 Pap
Mineral
fuels & Capital 40
lubricants, goods,
9 34.4%
9.5% 0 20 KJ'I..
v A ]
NP - -
v \ i \1 h\\\ \m \ ]
0 R | by S "‘/-‘\>’
0‘) v
-20
-40
intermedia 8563833833832 ggeFeee
te goods, R R N - T N T U P R S <
o [ [ [11] o [ [11] o [ [11] o [ [11] o [ [11] o
38.3% = 2P0 = Pwnz2o=z2oz=E o=
Chart 4: Thailand’s trade Chart 5: Thailand’s export by commodities
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Source: All data for charts sourced from CEIC and Bloomberg
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Appendix Il: Upcoming ASEAN economic releases charts

Chart 6: Philippines’ inflation Chart 7: Thailand’s inflation
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Chart 8: Malaysia’s trade Chart 9: Malaysia’s reserves
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Chart 10: Thailand’s consumer confidence Chart 11: Regional PMI
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Source: All data for charts sourced from CEIC and Bloomberg
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JUN JUL AUG SEP OCT NOV

2015 2015 2015 2015 2015 2015
MALAYSIA
CPI (%yoy) 25 33 3.1 2.6 25 2.6
Core CPI (%yoy) 2.1 3.1 25 1.8 1.6 1.8
IPI (%yoy) 4.4 6.1 2.3 5.1 4.2 1.9
Exports (%yoy) 5.0 35 4.1 8.8 16.7 6.3
Imports (%yoy) -1.5 5.9 -6.1 9.6 -0.4 9.1
Trade balance (US$bn) 21 0.6 25 2.2 2.9 2.4
Foreign reserves (US$bhn) 105.5 96.7 94.7 93.3 94.0 94.6
INDONESIA
CPI (%yoy) 7.3 7.3 7.2 6.8 6.2 4.9
Core CPI (%yoy) 5.0 4.9 4.9 5.1 5.0 4.8
IPI (%yoy) 5.0 4.4 5.7 2.0 6.2 6.6
Exports (%yoy) -12.4 -18.8 -12.1 -17.6 -20.7 -18.0
Imports (%yoy) -17.3 -28.4 -16.2 -25.6 -27.5 -18.0
Trade balance (US$bn) 0.5 14 0.3 1.0 1.0 -0.4
Foreign reserves (US$bhn) 108.0 107.6 105.3 101.7 100.7  100.2
PHILIPPINES
CPI (%yoy) 1.2 0.8 0.6 0.4 0.4 11
Core CPI (%yoy) 2.0 1.9 1.6 1.4 15 1.8
IPI (%yoy) 7.9 6.6 5.8 5.4 6.3 2.2
Exports (%yoy) -1.8 -1.8 -6.3 -15.5 -10.8 -1.1
Imports (%yoy) 22.6 23.0 5.7 8.2 16.9 10.1
Trade balance (US$bn) -0.6 -1.5 -1.0 -1.3 -1.9 -1.0
Foreign reserves (US$bn) 80.6 80.3 80.2 80.5 81.1 80.2
SINGAPORE
CPI (%yoy) -0.3 -0.4 -0.8 -0.6 -0.8 -0.8
IPI (%yoy) 2.7 6.1 4.7 6.3 3.3 2.8
Non-oil domestic exports (%yoy) 3.4 14 -9.8 2.1 0.0 -3.4
Electronic exports 7.6 25 2.7 5.7 -3.2 0.6
Imports (%yoy) -4.5 -9.2 -6.9 -11.0 -12.7 -5.8
Trade balance (US$bn) 3.2 4.1 2.9 3.9 5.3 35
Foreign reserves (US$hn) 253.3 250.1 2504 251.6 249.8 2471
THAILAND
CPI (%yoy) 1.1 -1.0 -1.2 1.1 0.8 -1.0
Core CPI (%yoy) 0.9 0.9 0.9 1.0 1.0 0.9
IP1 (%yoy) -0.6 2.7 0.5 -0.3 -0.8 0.3
Exports (%yoy) -7.9 -3.6 -6.7 -5.5 -8.1 -7.4
Imports (%yoy) -0.3 -12.7 -4.8 -26.2 -18.2 -9.5
Trade balance (US$bn) 0.2 0.8 0.7 2.8 2.1 0.3
Foreign reserves (US$hn) 160.3  156.9 155.8 155.5 158.3  155.7
REAL GDP (%yoy) 2013 3Q13 4Q13 1Q14 2Q14 30Q14
MALAYSIA 4.6 4.9 5.0 6.3 6.5 5.6
INDONESIA 5.6 5.5 5.6 5.1 5.0 5.0
PHILIPPINES 7.9 6.8 6.1 5.6 6.7 5.5
SINGAPORE 4.4 5.7 5.6 4.6 2.6 3.1
THAILAND 2.6 25 0.5 -0.5 0.8 0.9
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1.5 1.5 1.5 1.6
6.8 1.8 6.8 -
-45 151 -41 -
5.6 11.7  29.2 -
1.1 1.7 2.3 -
819 830 837 829
0.8 -1.0 0.5 -1.6
-3.6 05 3.0 -
2.0 157 -7.9 11.6
0.7 9.1 7.4 -6.0
2.2 90 -120  -0.9
1.9 3.6 4.6 4.1
2440 2462 2504 2471
0.5 0.5 0.5 0.1
0.7 0.7 0.7 0.8
1.7 2.2 1.5 -
10.3 1.3 -8.0 4.4
168 -6.9  -14.9 05
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168.0 175.1 1786 -
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Source: Bloomberg, CEIC
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Appendix IV: ASEAN Economic Calendar for July 2016
Monday Tuesday | Wej:ei)s(dz;yle Thursday Friday
1

ID=Indonesia, MY=Malaysia, PH=Philippines, SG=Singapore, TH=Thailand
Dates for indicators are subject to change
Source: Bloomberg
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Equity Rating Structure and Definitions

BUY Total return is expected to exceed +10% over a 12-month period

HOLD Total return is expected to be between -5% and +10% over a 12-month period

SELL Total return is expected to be below -5% over a 12-month period

NOT RATED Affin Hwang Investment Bank Berhad does not provide research coverage or rating for this company. Report is intended as information only and not as a

recommendation

The total expected return is defined as the percentage upside/downside to our target price plus the net dividend yield over the next 12 months.

OVERWEIGHT Industry, as defined by the analyst's coverage universe, is expected to outperform the KLCI benchmark over the next 12 months
NEUTRAL Industry, as defined by the analyst’'s coverage universe, is expected to perform inline with the KLCI benchmark over the next 12 months
UNDERWEIGHT Industry, as defined by the analyst's coverage universe is expected to under-perform the KLCI benchmark over the next 12 months

This report is intended for information purposes only and has been prepared by Affin Hwang Investment Bank Berhad (14389-U) (formerly known as HwangDBS Investment Bank
Berhad) (“the Company”) based on sources believed to be reliable. However, such sources have not been independently verified by the Company, and as such the Company does
not give any guarantee, representation or warranty (express or implied) as to the adequacy, accuracy, reliability or completeness of the information and/or opinion provided or
rendered in this report. Facts, information, views and/or opinion presented in this report have not been reviewed by, may not reflect information known to, and may present a differing
view expressed by other business units within the Company, including investment banking personnel. Reports issued by the Company, are prepared in accordance with the
Company’s policies for managing conflicts of interest arising as a result of publication and distribution of investment research reports. Under no circumstances shall the Company, its
associates and/or any person related to it be liable in any manner whatsoever for any consequences (including but are not limited to any direct, indirect or consequential losses, loss
of profit and damages) arising from the use of or reliance on the information and/or opinion provided or rendered in this report. Any opinions or estimates in this report are that of the
Company, as of this date and subject to change without prior notice. Under no circumstances shall this report be construed as an offer to sell or a solicitation of an offer to buy any
securities. The Company and/or any of its directors and/or employees may have an interest in the securities mentioned therein. The Company may also make investment decisions or
take proprietary positions that are inconsistent with the recommendations or views in this report.

Comments and recommendations stated here rely on the individual opinions of the ones providing these comments and recommendations. These opinions may not fit to your financial
status, risk and return preferences and hence an independent evaluation is essential. Investors are advised to independently evaluate particular investments and strategies and to
seek independent financial, legal and other advice on the information and/or opinion contained in this report before investing or participating in any of the securities or investment
strategies or transactions discussed in this report.

Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability
for any damages of any kind relating to such data.

The Company’s research, or any portion thereof may not be reprinted, sold or redistributed without the consent of the Company.
The Company, is a participant of the Capital Market Development Fund-Bursa Research Scheme, and will receive compensation for the participation.

This report is printed and published by:

Affin Hwang Investment Bank Berhad (14389-U)
(formerly known as HwangDBS Investment Bank Berhad)
A Patrticipating Organisation of Bursa Malaysia Securities Bhd
Chulan Tower Branch,

3rd Floor, Chulan Tower,

No 3, Jalan Conlay,

50450 Kuala Lumpur.

www.affinhwang.com

Email : research@affinhwang.com

Tel : + 603 2143 8668

Fax : + 603 2145 3005
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