SULCO ADVISORY Indonesia, measured.

SULCO STUDY NO. 1 - MARKETS AND CAPITAL FLOWS

Indonesia and the MSCI
Standalone proposal

On 15 Oct 2026 MSCI proposed moving Indonesia from Emerging to
Standalone, citing opaque ownership and suspected coordinated trading.
Feedback closes 30 Apr 2027; the decision is due by 30 Jun 2027. Our base
case (50%) is Standalone, effective at the Nov 2027 review (our
assumption).

By Ade S - 29 October 2026 - IHSG ~5,200 - USD/IDR 18,180 - US dollars unless stated

-$11.6bn ~3,830 ~4,710 $13-16bn

Index-linked foreign selling if IHSG if Standalone, 26% below Scenario-weighted IHSG, 9% below Selling to Nov 2027 not matched by
Standalone; ~$18.4bn with other ~5,200; 31% lower in dollars today; not a price target identified domestic buyers
foreign money

This is a summary. The full study, Sulco Study No. 1 (35 slides), sets out the method, sources, sensitivities and policy
options; slide numbers are given in each section below.

Read the full study - Methodology note

1. WHAT MSCI IS AND HOW IT MOVES MONEY - Full deck: slides 3-12

MSCT’s tiers decide which funds must own a market; Standalone sits in no regional
index

[l Developed-23
Global funds on MSCI World and ACWI

[ Emerging-24
EM funds; $1.3tn+ benchmarked. Indonesia 0.43%, about $5.6bn

Frontier - 28
Small specialist pool; Indonesia would be ~21%

[ standalone
Argentina since 2021. Only single-country funds hold it

Indonesia striped: Emerging today, Standalone proposed. Grey: not in MSCI composites or not shown.

A country’s weight follows its tradable market value: $53.4bn + $12.28tn MSCI EM = 0.43%. Each 0.1 point of EM weight is about $1.3bn of index-tied money. Index funds
must sell on the effective date; active funds measured against the index usually follow.

2. WHY STANDALONE, AND WHAT 2026 HAS DONE - Full deck: slides 7-8 and 13-16

Four MSCI steps in nine months; the THSG fell from 8,647 to about 5,200

g ° © o
9,000 1 1 1
1 1 1
1 1 1

I 1 1 1
8,000 | ! ! |

1 1 1 1

1 1 1 1

1 1 1 1
7,000 1 1 1 1

1 1 1 1

1 1 1 1

1 1 1
6,000 : ) : '

1 1 1

! 1 1 5,284
5,000 : : : | ’

! ! ! !

Jan Feb Mar Apr May Jun Jul Aug Sep Oct

127 Jan 223 Jun 312 Aug 415 Oct
Ownership-data warning; index No change; information-flow rating cut CPIN, GOTO removed; 9 stocks left; Standalone proposed; IHSG —11.6% on
changes frozen. IHSG -7.35% next day weight 0.43% 16 Oct

Feedback reported by MSCI says Frontier “would not properly recognize the depth of the market problems”: opaque ownership, suspected coordinated trading, reforms
applied unevenly and little visible enforcement. Indonesia passes the size test; it fails on information flow and price formation. OJK and IDX announced reforms on 21 and 26
Oct; MSCI will judge enforcement, not announcements.

3. SCENARIOS TO JUNE 2027 - Full deck: slides 17, 23-24 and 31

Standalone is our base case at 50%; the weighted IHSG is about 4,710

Scenario 3,000 4,000 5,000 6,000 7,000 Prob. USD/IDR vs 5,200 In USD
A. Reforms accepted 6,910 (6,610-7,220) | @ mmmmee] 15% 17,800 +33% +36%
B. Status quo =@®={ 5,200 (5,020-5,380) 25% 18,200 0% 0%
C. Frontier e @ {4,560 (4,270-4,850) 10% 18,900 -12% -16%
D. Standalone e @ ==={ 3,830 (3,550-4,110) 50% 19,500 -26% -31%
Scenario-weighted @ 4,710 -9% -12%

Two-block model: the 9 MSCI stocks (~24% of IDX value) move with MSCI Indonesia’s P/E (7.3x today; 10.0x, 7.3x, 6.5x, 5.5x in A to D), earnings and the rupiah; the other 76% moves at
0.8x. Grey line =~5,200 today. Standalone at 40% or 60% (10 points to or from B) gives 4,840 or 4,570. P/E bands are Sulco judgement.

How the odds are set. Sulco judgement, anchored on MSClI’s statement that it “expects to proceed” and on six MSCI downgrade consultations since 2012. A 15%: MSCI stood down once
in six (Nigeria 2017). B 25%: it has deferred or extended before (Nigeria 2017, 2022-23). C 10%: Frontier was used for size problems, Standalone for access problems, which is Indonesia’s
issue. D 50%: five of six ended in a downgrade, discounted because the fix is in OJK and IDX hands.

4. FOREIGN FLOWS - Full deck: slides 18-20

About $11.6bn of index-linked selling under Standalone, $18.4bn with other foreign
money

Standalone, USD bn: from index selling to net pressure Published estimates, USD bn (light = stress or FTSE add-on)

6.8 18.4 -1.0 MUFG B s3.1bn
e 7Y
Goldman B s56bn

Samuel Bl s55-7.36n

Sulco base B s11.6bn

Sulco all-in B $15.4bn
UBS I $10bn

Sucor* ~$40bn

. . *Sucor includes bonds. On passive selling we use Goldman’s $5.6bn, the top of the range; the
Index funds  Active funds Other foreign Gross Danantara Net ) ) )
gap to other estimates is active and non-benchmarked money.

Active = 75% of $8bn held (100% in stress). Other = 8.5% (2026 selling pace) of ~$80bn non-
benchmarked foreign money. Danantara ~$1bn pledged to end-2026 (up to $3bn). Frontier
gross 12.2 (active 45%, other 5%, Frontier funds -1.0). Stress gross 37.0.

5. WHO SELLS, WHO BUYS - Full deck: slides 21-22

Domestic buyers cover 21-38% of supply; the four big banks take ~74% of selling in
the nine MSCI stocks

Supply vs identified demand to Nov 2027, USD bn Forced selling by stock, Standalone base, USD bn (dark = banks)

20.6 eecA N ;b (Rp6LTtn)
BRI I ;oo (Rp35.6tn)
MRl [ ;b0 (Rp27.5tn)
TLKM N $1.03bn (Rp18.7tn)
BENI [ o0.635n (Rp11.5tn)
Asi [ 50.60bn (Rp10.9tn)
BRMS [ 50.55bn (Rp10.0tn)
Others 0.7

Buybacks 2.6 BRPT [ $0.45bn (Rps.1tn)
UNTR | $0.03bn (Rp0.6tn)

Free float 2.2

Foreign 18.4

Upside 3.6

Danantara 1.0

Supply Demand

85% of index-fund flow +90% of active flow, split by estimated weight; Rp at 18,180/USD. The other ~$1.4bn

Danantara Rp17.9tn pledged (up to $3bn); unused buybacks Rp48tn; BPJS TK 0- falls on the 10 Small Cap names (~$0.8bn) and holdings outside the nine.
1.6 (target 20-25% equity); insurers 0.5, pension funds 0.2; mutual funds 0 (net
redemptions). Dashed blue = upside.

6. THE RUPIAH AND BANK INDONESIA - Full deck: slides 26-29

A weaker rupiah deepens dollar losses; reserves can absorb the base case at a cost
like 2013 and 2018

IHSG by outcome and mid-2027 USD/IDR; shading = USD return Reserves used in past defences vs possible outflow now, USD bn

17,500 18,200 19,000 20,000 21,500 2013 _ ~$17bn (15% of reserves)
A. Reforms 6,980 6,830 6,360 5,980
. +39% +31% +11% -3% 2018 _ ~$17bn (13%)
B. Status quo 5,310 5,200 5,040 4,850 2020 _ ~$9bn

+6% 0% 7% -15%

. 4,770 4,670 4,540 4,130
C. Frontier
-5% -10% -16% -33%
Base outflow: equities $18.4bn, SRBI $1.6bn, SBN $1.0bn ($21bn). Stress with 2020-scale

4,090 3’;?/0 3’452?/0 bond exits: $27-28bn. Reserves $146.3bn. Current account deficit 3.3% of GDP (Q2 2026).
= 0 = 0

—1809
18% On 21 Oct Bl held its 5.75% rate and raised the deposit facility to 5.00%.
Each 1% rupiah fall: EPS -0.5%, extra foreign selling ~$0.3bn. Standalone at 20,000 gives ~3,760 and
a 34% dollar loss.

D. Standalone

7. PRECEDENTS AND WHAT TO WATCH - Full deck: slides 25 and 30-33

Past cases were small and their price paths mixed; Indonesia’s passive outflow is ~7-
9x Argentina’s
USD returns around past reclassifications, % What to watch

+31.5 Nov 2026 MSCI November review: more deletions cut the weight
below 0.43%

Dec 2026 to Apr 2027 OJK and IDX enforcement cases and free-float compliance

Spring 2027 FTSE Russell interim review: following MSCI adds ~$2.7bn
30 Apr 2027 Consultation feedback closes
-9.8 -8.7 By 30 Jun 2027 MSCI final decision: the main price event
-12.1
-15.3 . .
Argentina 2021 Pakistan 2021 Greece 2013 What would change our view: published enforcement cases beyond the largest stocks
and market-wide 1% holder data before 30 Apr 2027 would cut Standalone odds
Month before B Decision to effective B Next 6 months

toward 35%; new coordinated-trading episodes would raise them toward 65%.

Argentina passive outflow ~$0.6bn; Pakistan ~$0.15bn; Indonesia $4-5.6bn passive. Russia 2022
was removed at about zero. Indonesia’s size suggests more of the move comes early.

Read the full study

35 slides with the method, 79 linked sources, selling by stock, the full rupiah grid and policy options. Free with your
email.

sulco.id/research/msci-standalone

SULCO ADVISORY - /ndonesia, measured.

Glossary. IHSG: Jakarta Composite Index. IDX: Indonesia Stock Exchange. OJK: Financial Services Authority. Bl: Bank Indonesia. Danantara: sovereign investment fund. BPJS TK: workers’ social
security fund. SBN: government bonds. SRBI: Bl rupiah securities. Freeze: MSCI hold on Indonesian index changes since Jan 2026. Index-tied money: benchmarked assets x index weight. Index-linked
selling: passive plus expected active selling. MSCI block: the 9 MSCI Standard stocks, ~24% of IDX value.

Full study. Sulco Study No. 1, 35 slides at sulco.id/research/msci-standalone; methodology note. Model base IHSG 5,200; the 29 Oct close was 5,284.

Sources: MSCI press release; MSCI consultation; MSCI EM brochure; Goldman Sachs; UBS; ACGA; BigGo; Investor Daily; Trading Economics; Antara; IDX Channel; Jakarta Globe; Asia Asset Management;
Dawn; Buenos Aires Times. Yahoo Finance (IHSG); MSCI FM factsheet. Full source list and method in the accompanying deck and methodology note.

Important information. Prepared by Ade S for Sulco Advisory for information and discussion only. Not investment, legal or tax advice, and not a recommendation, offer or solicitation to buy or sell
any security or currency. It does not consider any reader’s objectives or financial situation. The author may hold positions in securities mentioned and may trade them; views are the author’s own.
Information is from public sources believed reliable but not independently verified. Scenarios, probabilities, valuation ranges, flow, price and exchange-rate figures are Sulco Advisory estimates based
on stated assumptions and may differ materially from actual outcomes. Investing involves risk, including loss of capital. MSCI and FTSE Russell are trademarks of their owners; Sulco Advisory is not
affiliated with them. © 2026 Sulco Advisory.
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https://ir.msci.com/news-releases/news-release-details/msci-launches-consultation-proposal-reclassify-indonesia
https://www.msci.com/downloads/documents/indexes/consultations/equity/Indonesia_Consultation_Oct_26.pdf
https://www.msci.com/downloads/web/msci-com/indexes/group/emerging-markets-indexes/MSCI%20Emerging%20Markets-cbr-en.pdf
https://indonesiabusinesspost.com/7641/markets-and-finance/goldman-sees-us-5-6-billion-outflow-from-indonesian-stocks-after-msci-move
https://theedgemalaysia.com/node/822052
https://www.acga-asia.org/blog-detail.php?id=113
https://finance.biggo.com/news/f6772d26-1889-45f1-8249-85d6190f4dfe
https://investor.id/market/459832/ihsg-bakal-sideways-di-kisaran-ini-6-saham-layak-dicermati
https://tradingeconomics.com/indonesia/currency
https://en.antaranews.com/news/434466/indonesias-1463-billion-forex-reserves-cover-53-months-of-imports
https://www.idxchannel.com/market-news/aturan-free-float-25-emiten-dinilai-berpotensi-lepas-saham-rp669-triliun
https://jakartaglobe.id/business/danantara-buying-lifts-jakarta-stocks-as-asian-markets-slide
https://www.asiaasset.com/equities/indonesia-tightens-stock-market-oversight-amid-msci-downgrade-threat/
https://www.dawn.com/news/1645394
https://www.batimes.com.ar/news/economy/argentina-loses-emerging-market-status-on-fx-controls.phtml
https://finance.yahoo.com/quote/%5EJKSE/history/
https://www.msci.com/documents/10199/255599/msci-frontier-markets-index.pdf

