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HSC Exclusion: Toward a More
Representative JCI

Improving benchmark representativeness

IDX plans to exclude about 80 High Shareholding Concentration (HSC) stocks, c.18% of
the JCI by its estimate, from the index calculation from early November, with the stated
aim of giving a fairer picture of market movements. We view this as a constructive
refinement of JCI methodology: large market capitalisation does not always mean a
large pool of shares available to independent investors.

A meaningful shift in index composition

The more important change is in what drives the index, not its level. On a simple full-
market-cap share of the remaining universe, the four largest banks would rise from
16.1% to c.22.4%; actual JCI weights will depend on IDX's final methodology. The JCI
would lean more on large non-HSC names, financials in particular.

Ownership structure and potential selling pressure

Mutual funds, pension funds and insurers hold 2.8% of KSEI-held HSC value, against
18.8% for non-HSC stocks; corporate holders account for 61.3%. Direct fund ownership
is relatively limited, and HSC stocks already left IDX30, LQ45 and IDX80 in May. Actual
selling pressure will still depend on investor composition, benchmark exposure and
implementation.

Complementing broader market reforms

We view HSC exclusion as a constructive addition to ongoing reforms, alongside the
planned disclosure of affiliation status for holders above 1%. Its contribution to investor
confidence will be reinforced by progress in ownership transparency, effective free float
and enforcement, the areas highlighted in MSCI's 15 October consultation. It does not
by itself determine MSCI's pending decision.

Investment conclusion: Ownership quality as a selection screen

We stay selective and fundamentals-driven, favouring dispersed ownership and
verifiable free float; for HSC stocks, credible free-float improvement is the catalyst. Our
preferred names (BRIS, ANTM, WINS, BBCA; MIDI, MAPI, CMRY) are not on the 79-stock
HSC list used in this report.

Portfolio Funds Have Limited Direct Ownership of HSC Stocks

Mutual funds, pension funds and insurers (KSEI) vs. other holders
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Source: KSEI (30-Sep-26), Mirae Asset Sekuritas Indonesia Research. Based on KSEI-held value; investor classifications do
not establish affiliation or beneficial ownership
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Policy objective: A more representative benchmark

On 19 October, IDX President Director Jeffrey Hendrik said the exchange would exclude
all HSC stocks from the JCI calculation to give a fairer picture of the index, extending the
approach applied to IDX30, LQ45 and IDX80 in May. IDX will also add affiliation status to
its monthly publication of shareholders above 1%. In our view, the rationale is sound: in
stocks where a few holders own most of the shares, price moves may say little about
broad market trading, yet can carry large weight in a capitalisation-based index.

According to media reports, the HSC list stood at 83 stocks as of 12 October (Infobank),
while the ticker list published with the announcement (Katadata) contains 79; we have
not reconciled the two and use the 79-stock list. On KSEI data, these stocks accounted
for IDR3,023tr, or 28.2% of total market capitalisation of IDR10,718tr, at end-September.
IDX puts their JCI weight at about 18%,; the two figures are not directly comparable, as
they may reflect differences in methodology, denominator, coverage and date. The
change has not yet taken effect: IDX's head of business development has said it will
apply from early November, in line with the index review schedule, but the exact date
and methodology have yet to be published. HSC stocks remain tradable and can return
to the index once they leave the list.

Table 1. Largest HSC stocks by market capitalisation

Stock Market cap, IDRtr (% of market) Holder mix (% of KSEI-held shares)

DCI 472 (4.4%) Corporates 61%, individuals 39%

BYAN 393 (3.7%) Corporates 31%, individuals 68%

BREN 388 (3.6%) Corporates 68%, funds 9%, individuals 1%
MORA 220 (2.1%) Corporates 84%

DSSA 206 (1.9%) Corporates 49%, funds 3%, individuals 4%
SRAJ 159 (1.5%) Corporates 89%, individuals 6%

DNET 138 (1.3%) Corporates 72%, individuals 25%

MPRO 119 (1.1%) Corporates 27%, individuals 64%

79 HSC stocks 3,023 (28.2%) Corporates 61%, individuals 23%, funds 3%

Source: KSEI (30-Sep-26), IDX, media reports, Mirae Asset Sekuritas Indonesia Research. Local and foreign holders combined; individuals may include controlling shareholders
holding directly; funds = mutual, pension and insurance

Technical note: Index level and historical backcast

Estimates that the JCI would be 18-19% higher without HSC stocks describe a
recalculated history, not a return available to investors. Under standard index practice,
a divisor adjustment keeps the index level unchanged on the effective date; we expect
IDX to follow this practice, although its methodology has not yet been published.

Composition: A larger role for large non-HSC stocks

For investors, the relevant change is in the index's drivers. On a simple full-market-cap
basis, the combined share of the four largest banks would rise from 16.1% to
approximately 22.4% of the remaining listed universe; actual post-exclusion JCI weights
will depend on IDX's final methodology. A JCI with greater weight in large, liquid
financials would be more concentrated by sector and closer in profile to the MSCI
Indonesia Index, so its performance would reflect those names more closely. This does
not by itself imply inflows into, or outperformance by, the banks.
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Ownership: What KSEI data can and cannot tell us

Table 2. Holder mix: HSC vs. non-HSC stocks

Holder type (local and foreign) HSC stocks Non-HSC stocks
Corporates 61.3% 46.2%
Individuals 23.0% 16.7%
Mutual funds, pension funds and insurers 2.8% 18.8%
of which foreign portfolio funds 1.8% 134%
Others (banks, securities firms, foundations, others)  12.8% 18.3%

Source: KSEI (30-Sep-26), Mirae Asset Sekuritas Indonesia Research. % of KSEI-held value at 30-Sep-26 prices

The data show where HSC shares sit: 61.3% with corporate holders and only 2.8% with
mutual funds, pension funds and insurers, against 18.8% for non-HSC stocks. KSEI
categories do not establish affiliation or ultimate beneficial ownership, which is why the
planned affiliation disclosure for holders above 1% is useful. Individual holdings, which
may include controlling shareholders holding directly, account for 23%.

What the data cannot show is the size of potential selling. The 2.8% is a share of HSC
value, not of fund portfolios, and it does not capture benchmark-linked AUM. With HSC
stocks already removed from IDX30, LQ45 and IDX80 in May, part of the related
benchmark adjustment has likely taken place, and we expect direct JCI-related selling to
be relatively limited. Its size cannot yet be quantified, and thin liquidity remains the main
risk for these stocks.

MSCI: Complementing a broader reform agenda

The plan comes days after MSCI's 15 October consultation on a proposal to reclassify
Indonesia from Emerging Market to Standalone; MSCI has made no decision. HSC
exclusion addresses one dimension of benchmark quality, while ownership
transparency, effective free float, verification of beneficial owners and consistent
enforcement form the rest of the agenda. Neither initiative changes MSCI index
membership or weights, as MSCI applies its own methodology.

We view HSC exclusion as a constructive addition to these reforms. Its contribution to
investor confidence will be reinforced by further progress on the other dimensions,
together with clear communication of the JCI methodology and timetable. It does not,
on its own, guarantee a return of foreign inflows.

Positioning: Ownership quality as a stock-selection screen

Three implications follow. First, HSC stocks carry higher liquidity and governance risk as
a group, though HSC status reflects ownership concentration rather than weak
fundamentals or wrongdoing; a credible free-float improvement that takes a stock off
the list is the stock-specific catalyst. Second, a JCI more driven by large non-HSC names
makes the index a better read on liquid, widely held stocks. Third, ownership quality
joins fundamentals, valuation and liquidity as a selection screen.

We stay selective and fundamentals-driven. None of our preferred names (BRIS, ANTM,
WINS and BBCA; MIDI, MAPI and CMRY in consumer) is on the HSC list. Near-term
catalysts are the JCI methodology and effective date, the IDX demutualization EGM on
28 October and the Nov-26 MSCI index review.
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