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What does the Indonesian consumer want? The 4 Trillion question

Ranking by overall GDP
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Indonesia projected to transform from a top 30 to a top 10 economy in just 25 years

SOURCE: McKinsey Global Growth model: Citigroup
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Private consumption is a significant contribution to GDP in Indonesia,
understanding Indonesian consumers is fundamental to driving growth

Contribution of private consumption to GDP, 2013
Percent of total GDP

Private consumption
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o4 51 Private
consumption
remains a
primary driver
34 of Indonesia’s
growth,
underlining the
importance of
understanding
‘consumerism’
in Indonesia
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Indonesian consumers are the second most optimistic in the world
Consumer confidence index (>101 optimism)
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SOURCE: Nielsen Q3 2014 consumer con fidence McKinsey & Company | 3



Between now and 2030, a wide range of Indonesian consumer markets

should experience rapid growth
Annual consumer spending in Indonesia

Compound annual growth rate (CAGR), 2030 projected
2010-30, % $ billion?
Flna_nmal services 105 565
(SAVINGS AN INVEST.) | ettt ettt
Leisure 7,5 105
Health care 6,2 13
Education 6,0 42
Personal items 5,3 16
Food and beverage 5,2 194
Apparel 5,0 o7
Telecom 4,7 19
Transportation 4,6 30
Housing and utilities 4,5 26
Overall 2010-30 CAGR: Total 2030 projected:
7.7% ~$1,070 billion

1In 2010 prices

SOURCE: Canback Global Income Distribution Database (C-GIDD); Indonesia’s Central Bureau of Statistics; 2011
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URBAN CONSUMING CLASS

The Urban Consuming Class presents a sizeable and growing market:
adding a population equivalent to that of Singapore’s each year

Indonesian urban population

Millions
164
<2
138
127 <2
Wealthy class <2
86
: 55
Consuming class 45
Aspiring class 68 69 65
Struggling class 14 14 13
2010 2013 2020

SOURCE: McKinsey Consumer Insights Indonesia 2013

Indonesia’s Urban
Consuming class is
expected to grow
from 55 million in
2013 to ~85 million
in 2020, adding
approximately

5 million
individuals each
year

The Urban
Consuming class
spends on average
1.8 times more
than Aspiring class

-
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URBAN CONSUMING CLASS

Independent of social class, Urban Indonesians F—i=China A = Consuming class
share defining consumer characteristics — but differ ® = Aspiring class
In some shopping behaviors

Prevailing Indonesian attitudes
Attitudinal scale

Similarities
. : — - . e
Family-o Individualistic
Risk-averse Risk-taking = =%
%t~/ Brand loyal ‘ Brand-agnostic &

~ % Favor “local’ brands Favor international brands citibank
"rl',[,‘, \ ‘r k
Late adopters ,

\Disengaged ShOppers /'ZSAI.E
\ .‘I‘ -

¢ Early adopters

‘ e =
W Digitally “engaged” Digitally neutral
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Indonesians display very high affinity to purchase branded products and
are highly brand loyal

% of people when buying food and beverage in Indonesia

6%' .2%@

“| consider a few brands, “| always buy brand
but am open to another offering the best deal”
“ brand if they are on
um INDONESIA prom otion”
&
SUNSILK

© MATAHARI

DEPARTMENT STORE

Cttely
“I consider a few O
brands, then choose 6 3 /O w
from those pre-

: . ” ‘I only buy the
% determined brands brand | prefer”

AOTNA e

Urban Indonesians are risk averse and brand-loyal; They pick brands and products they know
and trust. Private label penetration of grocery is 1.5%? versus regional peers — Thailand 2.5%,
Malaysia 2.6%, Singapore 3.2%

1 Categories: grocery, beauty and home, hygiene

SOURCE: McKinsey Consumer insights Indonesia; Euromonitor McKinsey & Company | 7



And in fact, brand loyalty is highest towards brands perceived as local

“It is a local Indonesian brand”

% that answered positively

54 64 57 64
o8 41
Fruit e Biscuits E——
juice ek, @
1 2 g 1 2 3
79 68 81
59
36 50
Instant
RTD tea - & -
QZJE@L@ e noodle Loy e
1 2 3 1 2 3
53 . - * Buavita was acquired by Unilever
Cho- = Biskuat was created by Danone — and
. 2 = acquired by Kraft in 2007. Danone has
m @ @D‘Z[h successfully developed an Indonesian value
1 5 3 proposition
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AFFLUENT CONSUMING CLASS
The upper echelon of the Consuming class — the Affluent Consuming —

IS starting to break away in their attitudes towards consumption
Urban population, in million people, 2013 @ Maximum distinction No distinction

Distinction between

Affluent Affluent and Mass
Consuming 20

class Self-Rewarding

Mass

Consuming 35 = |
class : : z, DS
Financially Savv g ’-,\fw =2
o= ,‘fﬁbrmﬁ:‘ifxp\m—\\“

\-\sl-,mﬁ
Premiumizing wl
Aspiring ' o

B0 e aameaiateaesteestestastestee—estastestesaeeteneeatannens
class

o SR
Early adopters o ”’{;‘ﬁ‘h '
O o

Struggling P
class 14 Digitally -
connected 7/

Total urban -
population
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CLUSTER RURAL
Cluster Rural presents a commercially attractive segment of the
population with 15 million individuals in the Consuming class

Cluster Rural population split
Indonesian Rural population by consumption class

Millions Millions
* Cluster Rural
110 60 population is
defined as rural
population living
in arural areal
60 Cluster Rural with in 50km of a
city center that
has an urban
population

35 Aspiring >250,000

= Of 60 million
Cluster Rural

Rest population, 15

million belong to

Consuming class

15 Consuming

50

10 Struggling

Ruralt Cluster Rural

1 Rural classification based on BPS

SOURCE: McKinsey Consumer Insights Indonesia 2013 McKinsey & Company | 10



CLUSTER RURAL

Cluster Rural Consuming class exhibits largely
similar attitudes as the Urban Consuming class on
prevailing Indonesian characteristics

M Cluster Rural A Urban
Consuming class  Consuming class

Prevailing Indonesian attitudes
Attitudinal scale

m "
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THE RETAIL BANKING MONEYBALL
From traditional retail to true consumer banking — product usage, Internet

banking and appeal of global brands continue to lag 4 2011 o 2013 4 2013SESA

TRADITIONAL TRUE CONSUMER

RETAIL BANKING BANKING
a7 Share of consumers with only 1 relationship, percent

A A A

usage 69 61 40 1. Product

Number of products per consumer, # penetration
Product L pA A Y +—— not growing
usage 1.72 177 2.28 fast enough
Importance Dealing with a local institution is important to me, percent agreeing
of brand A A —2. Global

69 67 brand
Openness | would like more advice in maraging Ty investTents, percent agreeing ﬁ)?/l/oeal still
to advisory 41 46 56
Openness Borrowing canimprove riy Iifestile, percent agreeing
to credit 20 29 36
Shopping Shopping around for financial products is vxorth the eAffort, pfrcent agreeing
around 59 63 65 3. Trust in
o . Internet

Trustin the [nternet banklng is noisecurAe enough, percent agreeing o——1banking
Internet 40 36 33 lagging

SOURCE: Consumer insights Indonesia 2013 McKinsey & Company | 12



DIGITALLY CONNECTED
Internet usage in urban Indonesia has grown by 40% over the URBAN
past 2 years

Did you use the internet in the past 12 months through a PC, laptop or mobile phone??
Percent of respondents in urban population answering ‘yes’

PC / Laptop Mobile
31
29 S T
T 1.5%
1.6x 21 I
18 |
2011 2013 2011 2013

1 Of urban population between ages 18-65

SOURCE: McKinsey Consumer Insights Indonesia 2013, MGI Cityscope McKinsey & Company | 13



DIGITALLY CONNECTED

Social networking is by far the leading use of the internet — URBAN
commercial activities or media consumption have not yet boomed
xx  Difference to Chinese mass market Urban Indonesia C% Chinese mass markete

Have you done the following activities on a PC/laptop the last 12 months??

Percent responding “Yes”

Social networking v 70
Searching information 417 * Social networking and
) searching information
h 30 21
Chatting 51 ) predominant use of
Reading news 2277 internet
Sending, receiving emails 17 27 * Opportunity for_

: 25 marketers to drive
Gaming 54 further digital media
Reading blogs, tweets gf Icnodnosr?erzglon In
Watching TV, video, movies online 18 78 -60 _ o

_ _ _ _ 16 . Commercu'_al activities
Listening to music online 49 -33 such as online shopping
Writing blogs, tweets 1%2 ﬁg\c/leb:rlnglvr\]/g continue to
Job searching 5 10 penetration, especially
Online shopping 7 32 95 :ﬁ;ﬂs\’r‘:};‘:kﬁ?mese
Online banking 46 14 -8 —~
Calling 21

1 Question asked to the 29% of the population that cited using internet via PC/laptop in past 12 mos.

SOURCE: McKinsey Consumer Insights Indonesia 2013 McKinsey & Company | 14



Smartphone banking in Indonesia is growing rapidly; penetration has

already exceeded desktop-based Internet banking

Question: Penetration of banking channels?

ATMs

Branch/
Call
center

Internet
banking

Smart-
phone

Indonesia Developed Asia Emerging Asia
N = 720 (2011) @ N =2448(2011) N = 8,424 (2011)
N = 1,103 (2014) N = 4,562 (2014) N = 10,467 (2014)
100% 98% 98% 96%
7% o A 23% i : A t1% 83% OA +13%
969 0 0 0 0 0
6 9% y 95%  93% y 9% 9% oy
92%
58% 4 34%
21% ’ ; 28%
3% A +19% 10% 4 +18%
61%
33% 0w A " 26%
4% A +29% L 1 +42% 5% A +21%
2011 2014 2011 2014 2011 2014

1 Penetration based on whether respondent uses the following channels or not

SOURCE: McKinsey Asia PFS Survey 2014
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Most consumers still use branches at least once a month

Behavior of customers based on usage of channels

% respondents

100% —
Multi-channel 14% 13%

Self-direct — O

Branch users

Low engagement

£ Indonesia Developed Asia Emerging Asia
N=1,103 N = 4,562 N = 10,467

1 Multi-channel: Visits a branch at least every month and uses digital banking at least once every 2 weeks
Self-directed: Uses digital banking at least once every 2 weeks, but visits branch less than once every month
Branch users: Visits branch at least once every month, but uses digital banking less than once every 2 weeks
Low engagement: Visits branch less than once every month and uses digital banking less than once every 2 weeks

SOURCE: McKinsey Asia PFS Survey 2014
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Branches are used for more complex services; however, digital

£

platforms fast becoming comparison-shopping channel of choice

Consumers intend to perform the following banking activities via different channels?

% preference for each channel to perform activities, N=1,103

Less
complex
transac-
tions

Complex
transac-
tions

Top channel

Branches and

Internet banking Smartphone ATM call center
Pay bills 20 24 37 18
Transfer money 17 21 40 22
Balance inquiry 18 23 41 18
Compare rates on

32 31 7 30

products
Exchange currency 14 12 0 74
Get product advice 24 18 8 51
Apply for products 16 16 9 59

1 Question asked was likelihood of performing the following activities via different channels in the next 12 months

SOURCE: McKinsey Asia PFS Survey 2014
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The main issue is digital security

L
I
Q: Have you ever bought a basic
banking product via internet?
% of respondents, N=1103 . % of respondents; N = 748
It is not safe 70
L o 0 PPN i--oererrrreeeeeerereree- SN
Products are complicated, | need
someone to explain them
| rely on my bank’s advice
NO B8 ettt ettt ettt
| don’t know how to buy them
| don’t know where to do it
Do not

use internet My bank does not offer such servcies

2014 : | didn’t know | could do this

SOURCE: McKinsey Asia PFS Survey 2014 McKinsey & Company | 18
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