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INDONESIA PARLIAMENT PASSES TAX AMNESTY BILL INTO LAW

What is tax amnesty?

The Indonesia parliament passed the tax amnesty bill
into law on 28 June 2016. The law extends an olive
branch to Indonesian taxpayers currently holding
undeclared wealth, allowing them to pay a lower,
defined amount in exchange for forgiveness of the tax
liability from previous tax periods. Taxpayers who
declare earlier or repatriate these assets back to
Indonesia stand to benefit from lower rates than those
who declare later or choose to keep assets overseas.

Why is it important?

The passing of the bill comes as a shot in the arm for
President Joko Widodo who has been effectively
consolidating his political grip. This also complements
other efforts to shore up foreign investors’ confidence,
stabilise the Indonesian Rupiah (IDR) and spur growth.
The government recently revised up its 2016 budget
deficit estimate, reflecting expectations for a slow
revenue growth. This windfall should create more room
for higher public spending while containing the deficit
within the statutory 3% limit.

The passing of the bill also offers closure to what has
been a lengthy proceeding. The key details are:
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Implications

At a time when public spending is being used as a key
tool to lift economic growth, higher spending was giving
way to concerns around a fiscal cliff amidst lower year-
on-year tax revenue collections so far this vyear.

Per some official estimates, tax revenue collection could
get a one-time boost of IDR165tn; equivalent to 1.3% of
gross domestic product. This may thus prove to be a
facilitator of infrastructure spending momentum.

(IDR trn) Infrastructure Spending

400 - /
300 -

BN

200 A

100 -~

0 4

2011

2012 2013 2014 2015 2016e
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Furthermore, a sizeable asset repatriation could
have notable positive implications on IDR’s stability,
foreign exchange reserves, liquidity and rates.

Inflows on the back of the tax amnesty can help
replenish liquidity and ease funding costs. This may
take some pressure off the banks which have been
struggling to lower lending rates in a bid to revive
credit growth.
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The quantum of repatriation however remains a
conjecture. All wealth repatriated is to be parked
and locked in approved securities / assets for a
minimum of 3 years. More clarity on the scope of
such instruments / investment vehicles is expected
by the first week of July.

The government is, in parallel, preparing to revise
the tax laws to lower the income tax rate, hoping
that a wider tax net post amnesty could limit
revenue loss from lower rates.

In principle, higher tax revenue, public spending
momentum, a stimulus from lower income tax, and
foreign liquidity influx will likely be positive for
companies in the Financial sector, including Real
Estate companies. Our Indonesia equity strategy
has a positive tilt towards companies in the
Financials sector, and is poised to benefit from the
positive effects of this landmark bill.
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DISCLAIMER
This document is produced by Eastspring Investments (Singapore) Limited and issued in:

¢ Singapore and Australia (for wholesale clients only) by Eastspring Investments (Singapore) Limited (UEN:
19940763 1H), which is incorporated in Singapore, is exempt from the requirement to hold an Australian financial
services licence and is licensed and regulated by the Monetary Authority of Singapore under Singapore laws which differ
from Australian laws.

¢ Hong Kong by Eastspring Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures
Commission of Hong Kong.

¢ United States of America (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN:
19940763 1H), which is incorporated in Singapore and is registered with the U.S Securities and Exchange Commission as
a registered investment adviser.

¢ European Economic Area (for professional clients only) and Switzerland (for qualified investors only) by
Eastspring Investments (Luxembourg) S.A., 26, Boulevard Royal, 2449 Luxembourg, Grand-Duchy of Luxembourg,
registered with the Registre de Commerce et des Sociétés (Luxembourg), Register No B 173737.

¢ United Kingdom (for professional clients only) by Eastspring Investments (Luxembourg) S.A. - UK Branch, 125 Old
Broad Street, London EC2N 1AR.

¢ Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 19940763 1H), which is
incorporated in Singapore and is licensed and regulated by the Monetary Authority of Singapore under Singapore laws
which differ from Chilean laws.

The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments.

This document is solely for information purposes and does not have any regard to the specific investment objective, financial
situation and/or particular needs of any specific persons who may receive this document. This document is not intended as
an offer, a solicitation of offer or a recommendation, to deal in shares of securities or any financial instruments. It may not be
published, circulated, reproduced or distributed without the prior written consent of Eastspring Investments.

Investment involves risk. Past performance and the predictions, projections, or forecasts on the economy, securities markets
or the economic trends of the markets are not necessarily indicative of the future or likely performance of Eastspring
Investments or any of the funds managed by Eastspring Investments.

Information herein is believed to be reliable at time of publication. Where lawfully permitted, Eastspring Investments does
not warrant its completeness or accuracy and is not responsible for error of facts or opinion nor shall be liable for damages
arising out of any person’s reliance upon this information. Any opinion or estimate contained in this document may subject
to change without notice.

Eastspring Investments (excluding JV companies) companies are ultimately wholly-owned / indirect subsidiaries / associate of

Prudential plc of the United Kingdom. Eastspring Investments companies (including JV's) and Prudential plc are not affiliated
in any manner with Prudential Financial, Inc., a company whose principal place of business is in the United States of America.
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