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MSCI Standalone Proposal: Pakistan 2008
Shows the Risk, and the Way Back

From Frontier Risk to a Credible Standalone Threat

On 15-Oct-26, MSCI launched a consultation on moving the MSCI Indonesia Index from
Emerging to Standalone status, skipping Frontier altogether. It cited limited ownership
transparency, continued suspected coordinated trading and no evidence of meaningful
enforcement, despite the 1% shareholder disclosure, the HSC framework and the 15%
free float roadmap. Downgrade is now the default unless the consultation finds clear
evidence of material improvement, with feedback open until 30-Apr-27 and a final
decision by 30-Jun-27. OJK's same-day response reiterated its commitment to reform but
offered no new measures.

The big-4 banks will carry most of the flow, even though the problem lies
elsewhere

BBCA, BBRI, BMRI and BBNI make up 71.7% of an index now cut to nine constituents and
USD53.4bn of free float market cap, with BBCA alone at 31.4. Close to three-quarters of
any passive outflow would therefore fall on four banks, even though MSCI's concerns
centre on concentrated-ownership stocks elsewhere. As the most liquid and most
foreign-held names, they are also the natural exit route for active investors. With no
capital controls, we expect deletion at market prices rather than at effectively zero as in
Nigeria and Russia, so the selling would go through the market. BRIS, which is not in the
index, is insulated from this direct pressure.

Pakistan 2008 is the only true precedent, and it points to a two-phase de-rating

Pakistan is the only market MSCI has removed from EM because of its own market
authority's actions. Argentina (Nov-21) and Nigeria (Feb-24) were downgraded because
investors could not repatriate capital, and Russia (Mar-22) was shut by sanctions. On 27-
Aug-08, the Karachi Stock Exchange imposed a floor barring trades below that day's
close. Trading froze, and on 10-Dec-08 MSCI announced Pakistan's removal from EM as
of 31-Dec-08. Bank fwd P/B had already fallen 39-51% relative to MSCI EM before the floor.
Once it was lifted on 12-Dec-08, MSCI Pakistan's fwd P/B fell from 1.70x to 0.64x by Jan-
09, partly reflecting the global crisis. The recovery was equally swift: Pakistan joined
Frontier in May-09, and its fwd P/B was back at 1.58x a year after remova. Across the three
precedents, bank valuations moved between broadly flat and -46% relative to EM from
announcement to effective date, with the deepest fall in Pakistan, where the
announcement coincided with the release of selling held back by the floor. Indonesia has
already de-rated c.19% relative to EM on fwd P/B since the 27-Jan-26 freeze, and trades at
8.5x fwd P/E and 1.38x fwd P/B, 2.7 and 2.1 standard deviations below its 20-year avg.
With stocks freely tradeable and no global crisis, a gradual flow-driven grind looks more
likely than Pakistan-style collapse.

We stay selective; enforcement, not price support, is the catalyst to watch

Bank fundamentals are unchanged; the impact runs through flows and a higher cost of
equity. BBCA remains our top pick: it carries the largest overhang but would be the first
stock foreign investors return to, and we would accumulate on weakness. BRIS remains
our other top pick, given its limited foreign float and absence from the index. We remain
cautious on BMRI, where flow pressure adds to tight liquidity and constrained capital. As
in Pakistan, the best entry should come once the root cause is addressed:
announced manipulation cases with sanctions and a binding, dated minimum free
float rule before 30-Apr-27. Tighter auto-rejection limits or repeated trading halts to
hold prices up would repeat the mistake that pushed Pakistan out of EM.

Analysts who prepared this report are registered as research analysts in Indonesia but not in any other jurisdiction, including the US.
Please see analyst certifications and important disclosures & disclaimers in Appendix 1 at the end of the report.
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Figure 1. MXID P/E 12m fwd

Figure 2. MXID P/B 12m fwd

October 16, 2026

——P/E

)

19

Average STD+1

STD+2

STD-1 =====5TD-2

16 |

13

10

1
"[ a l “"
| h
o =] o ~ = (-} o0 o o~ <
(=1} (=] — ~— — ~— — ~ ~ ~
g 8 8 & 8 & = B £ 8
[s] [s] [s] o (] o Q o [s] o

Source: MSCI. Mirae Asset Sekuritas Indonesia Research

Oct-26 =

——P/B

Average STD+1

x)

STD+2

STD-1 == STD-2

475
400
R & MW'
= ] V_‘W W
| qumm .
e o
1.75
- -
1.00 . . . . . ,
o =] o ~ <t w o0 o o~ < w
g & g o9 T v 8 g ¥ I =8
g 4 4 b I fx fx 5 B 8 8
o [s] [s] o o (o] (o] (o] (o] o o

Source: MSCI, Mirae Asset Sekuritas Indonesia Research

Table 1. MSCI Indonesia Index constituents and weights (9M26)

Free float mkt

Index weight

Constituent Ticker Sector cap (USDbn) (%)
Bank Central Asia BBCA Financials 16.76 31.41%
Bank Rakyat Indonesia BBRI Financials 10.65 19.96%
Bank Mandiri BMRI Financials 8.38 15.70%
Telkom Indonesia TLKM Comm. services 571 10.70%
Astra International ASII Industrials 4.17 7.81%
Bank Negara Indonesia BBNI Financials 248 4.64%
Bumi Resources Minerals BRMS Materials 1.87 3.51%
United Tractors UNTR Energy 1.84 3.44%
Barito Pacific BRPT Materials 1.51 2.83%
Total (9 constituents) 53.37 100.00%
Big-4 banks 38.27 71.71%
Source: MSCI, Mirae Asset Sekuritas Indonesia Research
Table 2. MSCI Standalone reclassifications: timing, cause, and deletion price

Market From Announced Effective Cause Deletion price

Pakistan EM 10-Dec-08  31-Dec-08 Exchange floor rule froze trading Discounted

Argentina EM 24un-21 30-Nov-21 Capital controls since Sep-19 Market price (ADRs)

Russia EM 2-Mar22  9-Mar-22 Sanctions; market closed to foreigners Effectively zero

Nigeria Frontier ~ 26-Oct-23  29-Feb-24 FX shortage; repatriation problems Effectively zero

Indonesia (proposed) EM 15-Oct-26  By30-Jun-27 Market integrity; weak enforcement  To be determined

Source: MSCI, Mirae Asset Sekuritas Indonesia Research
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Table 3. Bank forward P/B around Standalone reclassifications, relative to MSCI EM

Announcement -

Case [ bank Relative to MSC effective Effective - +12M
Announcement -
6M before effective Effective - +12M

Pakistan (floor 27-Aug-08; MSCI announcement 10-Dec-08; effective 31-Dec-08)

HBL -39% -40% +11%

UBL -51% -46% +27%
Argentina (announcement 24-Jun-21; effective 30-Nov-21)

Grupo Financiero Galicia -13% +13% +4%

Banco Macro -16% +2% +47%

BBVA Argentina -36% +1% -35%
Nigeria (announcement 26-Oct-23; effective 29-Feb-24)

Zenith Bank +23% -21% -35%

GTCO +16% -23% -22%
Indonesia (since 27-Jan-26 freeze)

MSCI Indonesia (index) -19% n.a. n.a.

Source: Mirae Asset Sekuritas Indonesia Research
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The research analysts who prepared this report (the “Analysts”) are certified to the Indonesia Financial Services Authority and are subject to Indonesian Capital Market
regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws or regulations thereof. Each Analyst responsible for the
preparation of this report certifies that (i) all views expressed in this report accurately reflect the personal views of the Analyst about any and all of the issuers and
securities named in this report; (i) no part of the compensation of the Analyst was, is, or will be directly or indirectly related to the specific recommendations or views
contained in this report; and (iii) The report does not contain any material non-public information. Except as otherwise specified herein, the Analysts have not received
any compensation or any other benefits from the subject companies in the past 12 months and have not been promised the same in connection with this report. Like all
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Disclaimers

This report was prepared by MASID, a broker-dealer registered in the Republic of Indonesia and a member of the Indonesia Stock Exchange; on behalf of MASID and its
affiliated companies and is provided for information purposes only. Information and opinions contained herein have been compiled in good faith and from sources
believed to be reliable, but such information has not been independently verified and MASID (including but not limited to the Analyst, respective employees who owns
the expertise) makes no guarantee, representation or warranty, express or implied, as to the fairness, accuracy, completeness, or correctness of the information and
opinions contained herein or of any translation into English from the Indonesia language or as to any information contained in this report or any other such information
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or other financial instruments. The report does not constitute investment advice to any person, and such person shall not be treated as a client of MASID by virtue of
receiving this report. This report does not take into account the particular investment objectives, financial situations, or needs of individual clients. The report is not to
be relied upon in substitution for the exercise of independent judgment. Information and opinions contained herein are as of the date hereof and are subject to change
without notice. The price and value of the investments referred to in this report and the income from them may depreciate or appreciate, and investors may incur losses
on investments. Past performance is not a guide to future performance. Future returns are not guaranteed, and a loss of original capital may occur. Please note that the
graphs, charts, formulae, or other devices set out or referred to in this document cannot, in and of itself, be used to determine in deciding which securities to buy or sell,
or when to buy or sell a securities. MASID, its affiliates, and their directors, officers, employees, and agents do not accept any liability (express or implied) for any loss
arising out of the use hereof and howsoever arising (including, but not limited for any claims, proceeding, action, suits, losses, expenses, damages or costs) which may
be brought against or suffered by any person as a result of acting in reliance upon the whole or any part of the contents of this report.

MASID may have issued other reports that are inconsistent with, and reach different conclusions from, the opinions presented in this report. The reports may reflect
different assumptions, views, and analytical methods of the analysts who prepared them. MASID may make investment decisions that are inconsistent with the opinions
and views expressed in this research report. MASID, its affiliates, and their directors, officers, employees, and agents may have long or short positions in any of the
subject securities at any time and may make a purchase or sale, or offer to make a purchase or sale, of any such securities or other financial instruments from time to
time in the open market or otherwise, in each case either as principals or agents. MASID and its affiliates may have had, or may be expecting to enter into, business
relationships with the subject companies to provide investment banking, market-making, or other financial services as are permitted under the applicable laws and
regulations. In considering any investments you should make your own independent assessment and seek your own professional financial and legal advisors. Should
you choose not to seek such advice, you should consider carefully whether the securities is suitable for you.

No part of this document may be copied or reproduced in any manner or form or redistributed or published, in whole or in part, without the prior written consent of
MASID. The media is not allowed to quote this report in any article whether in full or in parts without permission from MASID For further information regarding company-
specific information as it pertains to the representations and disclosures in this Appendix 1, please contact researchteam@miraeasset.co.id or +62 (21) 5088-7000.

Distribution

United Kingdom: This report is being distributed by Mirae Asset Securities (UK) Ltd. in the United Kingdom only to (i) investment professionals falling within Article 19(5)
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), and (ii) high net worth companies and other persons to whom it may
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only at Relevant Persons. Any person who is not a Relevant Person should not act or rely on this report or any of its contents.

United States: MASID is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and
the independence of research analysts. This report is distributed in the U.S. by Mirae Asset Securities (USA) Inc., a member of FINRA/SIPC, to “major U.S. institutional
investors” in reliance on the exemption from registration provided by Rule 15a-6(b)(4) under the U.S. Securities Exchange Act of 1934, as amended. All U.S. persons that
receive this document by their acceptance hereof represent and warrant that they are a major U.S. institutional investor and have not received this report under any
express or implied understanding that they will direct commission income to MASID or its affiliates. Any U.S. recipient of this document wishing to effect a transaction in
any securities discussed herein should contact and place orders with Mirae Asset Securities (USA) Inc. Mirae Asset Securities (USA) Inc. accepts responsibility for the
contents of this report in the U.S., subject to the terms hereof, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. Under no
circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through MASID. The securities
described in this report may not have been registered under the U.S. Securities Act of 1933, as amended, and, in such case, may not be offered or sold in the U.S. or to
U.S. persons absent registration or an applicable exemption from the registration requirements.

Hong Kong: This report is distributed in Hong Kong by Mirae Asset Securities (HK) Limited, which is regulated by the Hong Kong Securities and Futures Commission. The
contents of this report have not been reviewed by any regulatory authority in Hong Kong. This report is for distribution only to professional investors within the meaning
of Part I of Schedule 1 to the Securities and Futures Ordinance of Hong Kong (Cap. 571, Laws of Hong Kong) and any rules made thereunder and may not be redistributed
in whole or in part in Hong Kong to any person.

India: This report is being distributed by Mirae Asset Capital Markets (India) Private Limited (“MACM") in India to the customers based in India and is personal information
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