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Indonesia

Nominal GDP: US$270 bn (market exchange rate)
US$864 bn (purchasing power parity)

Ranking: 23rd largest MER basis; 15th largest PPP basis

Population: 242 mn (July 2005)

Age structure: 0-14 yrs 29.1%
15-64 years 65.7%
65+ years 5.2%

Median age: 26.5 years

Life expectancy at birth: 69.6 years

Languages: Bahasa Indonesia
English
Dutch
Local dialects (eg. Javanese)

Literacy: 87.9%

Land size: 1.8 mn sq kilometres

Capital: Jakarta R

Administrative divisions: 30 provinces; 2 special regions;

1 special capital city district

Independence: 17 August 1945

Chief of State and Head of Government: President Susilo Bambang
YUDHOYONO (since 20 October 2004)

Vice President: Muhammad Yusuf KALLA (since 20 October 2004)

Elections: President and Vice President elected by direct vote for five-
year terms (next election September 2009);

National Legislature: The Peoples Consultative Assembly (MPR) consists
of the 550-member House of Peoples Representatives (DPR) plus 128
regional representatives (DPD)

Elections: Parliamentary elections due in 2009
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The structure of Indonesia’s economy

The structure of the Indonesian economy has shifted away from the agriculture,
forestry & fishing sector which, in 1980, accounted for a quarter of GDP and
today represents around 15% of GDP. Indonesia has a rich mineral resource
base and the mining & quarrying sector accounted for around 9% of GDP in
2004. Crude petroleum & products and LNG are Indonesia’s major exports.
The manufacturing sector has gained in importance, with its share of GDP
growing from 12% in 1980 to 26% in 2004. Manufacturing has mainly been
concentrated in labour-intensive industries such as textiles & garments, which is
a major export item, as well as resource-based industries (eg. pulp & paper,
cement, iron & steel). On an expenditure basis, household consumption has
been the mainstay of the economy, currently accounting for close to 70% of
GDP. Fixed investment, which was close to 30% of GDP in the early 1990s
plunged to less than 25% in the aftermath of the Asian crisis. The low rates of
investment in recent years have impeded a return to the strong rates of
economic growth experienced prior to the crisis.

The crisis years were also characterized by an escalation foreign debt levels and
deterioration in the fiscal balance. The current administration has, however,
since made serious inroads into improving the external debt and fiscal profiles.
Foreign currency debt to GDP, which reached exceeded 140% of GDP in 1998,
dropped to close to 50% in 2005 and the fiscal deficit is forecast to be
maintained at under 1% of GDP over the next few years.

Composition of GDP — output (% of total)

1980 1990 2000 2004
Agriculture, forestry & 25.3 19.4 16.0 15.1
fishing
Mining, Manufacturing & 29.9 33.5 40.0 38.6
Utilities
Construction & Services 44.8 47.1 44.0 46.3

Source: UN Statistics Division

Composition of GDP - expenditure (% of total)

1980 1990 2000 2004
Household consumption 55.3 56.8 68.1 68.0
Government consumption 9.8 8.8 6.3 7.4
Gross fixed capital formation 23.1 28.3 24.1 23.5
Exports of goods & services 35.9 25.3 31.6 31.1
Imports of goods & services 28.4 23.7 26.0 29.0

Source: UN Statistics Division

Politics

President Yudhoyono (SBY), leader of the newly formed Democratic Party, won a
convincing victory in the country’s first direct presidential elections in 2004. The
relatively smooth election process, with parliamentary elections in April,
presidential polls in July and the run-off on 20 September underscored
significant democratic progress in Indonesia. President SBY’s party, however,
only secured 10% of the seats in parliament and relies on Golkar, which is led
by VP Jusuf Kalla and has the largest single-party representation, to achieve a
majority in parliament.

President SBY has four more years at the helm before his term ends in 2009.
The investment mood in Indonesia has become more optimistic with a December
2005 cabinet reshuffle that installed the well-regarded economic team of
Coordinating Minister of Economic Affairs Boediono, Finance Minister Sri Mulyani
Indrawati, and incumbent Trade Minister, Mari Pangestu. The immediate focus
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has been to address structural issues such as fuel and electricity price controls,
and to resolve regulatory issues that impeded investment in infrastructure.

While President SBY’s popularity has slipped following the implementation of
difficult reform, in particular the dismantling of fuel subsidies, he still retains
broad support compared with previous Presidents. This provides scope for
further reform to be carried out, albeit gradually, without the occurrence of
substantive protests that would be disruptive to economic activity.

External relations have improved markedly under the leadership of President
SBY. Relations with China have improved considerably with both Presidents
making bilateral visits in 2005. Indonesia continues to maintain strong ties with
Japan and relations with the US have gradually improved with military links
being restored late last year. Serious efforts to address corruption and capture
high-level terrorism suspects have contributed toward rising international
goodwill toward Indonesia.

Relations with Australia

Bilateral relations between Indonesia and Australia continue to improve. In April
2005, President SBY and PM Howard signed a Joint Declaration for a
Comprehensive Partnership, underscoring efforts to further strengthen bilateral
commercial ties. This was followed, in September 2005, with the signing of the
Trade and Invesment Framework by trade minsters from both countries.

Total trade between Australia and Indonesia was recorded at A$6.7 bn in
FY2004/05 (year ending June 2005), compared with A$6.4 bn in FY2000/01.
Indonesia ranked as the 10 largest export market for Australia and 14™ most
important source of imports. Australia generally records a deficit with Indonesia
but registered a small surplus of A$92 mn in FY2004/05. In terms of services
trade, total trade between Australia and Indonesia amounted to A$1.7 bn in
FY2004/05 acounting for 2.4% of total services trade with Indonesia ranked as
the 10" most important partner.

According to the Australian Bureau of Statistics, Australia's stock of investment
in Indonesia was A$2.3 bn as at December 2004, making Indonesia the 16th
largest investment market.

Australia’s Merchandise Trade with Indonesia

FY2004/05 A$ bn % share of Rank 5-year trend
total growth
Exports to Indonesia 3.41 2.7 10 4.4
Imports from Indonesia 3.32 2.2 14 4.5
Total Trade 6.73 2.4 13
Trade Balance 0.09

Source: DFAT, Composition of Trade Australia

Australia’s Merchandise Trade with Indonesia

Main Australian A$ mn Main Australian A$ mn
Exports” (% of total) Imports*
Crude Petroleum 474 (13.9%) Crude Petroleum 1,309 (39.5%)
Cotton 255 (7.5%) Non-monetary gold 202 (6.1%)
Live animals 215 (6.3%) Paper & Paperboard 120 (3.6%)
Aluminium 203 (5.9%) Refined Petroleum 104 (3.1%)
Copper 147 (4.3%) Wood 103 (3.1%)

*: includes confidential items which accounted for 26% of exports and 5.4% of imports
Source: DFAT, Composition of Trade Australia
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Forecasts

In the period since the Asian crisis, Indonesia has been growing at a rate of
4Y4% pa. (1999-05), driven largely by private consumption and more recently
by investment. Growth slowed in the second half of 2005 due largely to the
impact of accelerating inflation and interest rates on consumption and
investment. The substantial reduction in fuel subsidies and the decline of the
Indonesian rupiah prompted a jump in annual inflation, which averaged 17.8%
in Q4 2005 compared with 7.8% in Q1 2005 while the central bank’s key policy
rate climbed to 12.75% in December 2005 from 7.4% at the start of the year.
However, full-year growth was recorded at a relatively healthy 5.6%, up from
5.1% in 2004.

The economy is likely to expand at a slower pace of around 43% in 2006
against a higher interest rate and inflation environment but is expected to
bounce back to grow by more than 6% in 2007. The government’s decision to
cut fuel subsidies in March and October 2005, while contributing to an
acceleration in the inflation rate, has boosted the government’'s economic
credentials. The expectation of electricity tariff hikes and further fuel subsidy
reductions during the year will keep prices elevated.

Ratings agencies have made successive upgrades on Indonesia’s debt ratings
since 2002 in recognition of a relatively stable political and economic backdrop,
commitment towards fiscal consolidation and a marked improvement in its
external debt profile. Moody's Investors Service announced, in February 2006,
that it has put Indonesia's foreign and domestic currency ratings on review for a
possible upgrade. An upgrade to B1 is anticipated during Q2 2006.

Key economic indicators

2004 2005e 2006f 2007f
Real GDP growth (%) 5.1 5.6 4.8 6.1
Nominal GDP (US$ bn) 257.6 300 345 390
CPI (%, year average) 6.1 10.4 10.2 7.5
Fiscal balance (% GDP) -1.6 0.7 -0.8 -0.3
Current account (% GDP) 1.2 0.5 1.2 1.6
Foreign exchange reserves (US$ bn) 34.9 32.9 35 40
USD/IDR, eop 9,270 9,830 8,750 8,580
AUD/IDR, eop 7,233 7,203 6,125 6,006
Policy rate (% pa) 7.4 12.75 10.25 7.25

Source: Economics@ANZ

Issues in the economy

¢ The government has made efforts to pursue reform and streamline
business operations. However, the bureaucracy remains the main
obstacle to the pace of change. Concerns over corporate governance,
judicial reform, entrenched vested interests and security will continue to
emerge as risks to investment.

e Growing competition, especially from China, will pose a serious challenge
for Indonesia’s manufacturing sector. Nevertheless, Indonesia stands to
benefit from strong mineral demand and the potential for investment in
this sector is significant provided that the regulatory envrionment
improves.

e More frequent threats of terrorism will also remain an impediment to
large-scale investment. Nevertheless, the government’s quick response
to the Bali 2 attack reflects better crisis management by the current
administration.
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AUSTRALIA by

Australia and New Zealand Banking Group Limited ABN 11005 357 522
10th Floor 100 Queen Street, Melbourne 3000, Australia

Telephone +61 3 9273 6224 Fax +61 3 9273 5711

UNITED KINGDOM by:

Australia and New Zealand Banking Group Limited

ABN 11 005 357 522

Minerva House, PO Box 7, Montague Close, London, SE1
9DH, United Kingdom

Telephone +44 20 7378 2121 Fax +44 20 7378 2378

UNITED STATES OF AMERICA by:

ANZ Securities, Inc. (Member of NASD and SIPC)
6th Floor 1177 Avenue of the Americas

New York, NY 10036, United States of America
Tel: +1 212 801 9160 Fax: +1 212 801 9163

NEW ZEALAND by:
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In Australia and the UK, ANZ Investment Bank is a business name of Australia and New Zealand Banking Group
Limited, ABN 11 005 357 522 ("ANZ Bank”), which holds an Australian Financial Services licence no. 234527 and is
authorised in the UK by the Financial Services Authority ("FSA”). In New Zealand, ANZ Investment Bank is a business
name of ANZ National Bank Limited WN / 035976 ("ANZ NZ").

This document is being distributed in the United States by ANZ Securities, Inc. ("ANZSI") (an affiliated company of
ANZ Bank), which accepts responsibility for its content. Further information on any securities referred to herein may be
obtained from ANZSI upon request. Any US person(s) receiving this document and wishing to effect transactions in
any securities referred to herein should contact ANZSI, not its affiliates.

This document is being distributed in the United Kingdom by ANZ Bank for the information of its market counterparties
and intermediate customers only. It is not intended for and must not be distributed to private customers. In the UK,
ANZ Bank is regulated by the FSA. Nothing here excludes or restricts any duty or liability to a customer, which ANZ
Bank may have under the UK Financial Services and Markets Act 2000 or under the regulatory system as defined in
the Rules of the FSA. This document is issued on the basis that it is only for the information of the particular person to
whom it is provided. This document may not be reproduced, distributed or published by any recipient for any purpose.
This document does not take into account your personal needs and financial circumstances. Under no circumstances is
this document to be used or considered as an offer to sell, or a solicitation of an offer to buy. In addition, from time to
time ANZ Bank, ANZ NZ, ANZSI, their affiliated companies, or their respective associates and employees may have an
interest in any financial products (as defined by the Australian Corporations Act 2001), securities or other investments,
directly or indirectly the subject of this document (and may receive commissions or other remuneration in relation to
the sale of such financial products, securities or other investments), or may perform services for, or solicit business
from, any company the subject of this document. If you have been referred to ANZ Bank, ANZ NZ, ANZSI or their
affiliated companies by any person, that person may receive a benefit in respect of any transactions effected on your
behalf, details of which will be available upon request. The information herein has been obtained from, and any
opinions herein are based upon, sources believed reliable.

The views expressed in this document accurately reflect the author’s personal views, including those about any and all
of the securities and issuers referred to herein. The author however makes no representation as to its accuracy or
completeness and the information should not be relied upon as such. All opinions and estimates herein reflect the
author’s judgement on the date of this document and are subject to change without notice. No part of the author's
compensation was, is or will directly or indirectly relate to specific recommendations or views expressed about any
securities or issuers in this document. The author’'s compensation will, be based upon, among other factors, the overall
profitability of ANZ, including profits from investment banking revenues.

ANZ Bank, ANZ NZ, ANZSI, their affiliated companies, their respective directors, officers, and employees disclaim any
responsibility, and shall not be liable, for any loss, damage, claim, liability, proceedings, cost or expense (“Liability”)
arising directly or indirectly (and whether in tort (including negligence), contract, equity or otherwise) out of or in
connection with the contents of and/or any omissions from this communication except where a Liability is made non-
excludable by legislation. Where the recipient of this publication conducts a business, the provisions of the Consumer
Guarantees Act 1993 (NZ) shall not apply.
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