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Insights onCOVID19 pandemicimpact: IndonesianConsumer behaviour, basket changes and responses bgmpanies on COVID

The repercussions from the current COVHD9 pandemic has been far reaching and wide. Ouconsumer surveyconducted in June/Julyith Indonesian
consumers(~10 weeksfrom the start of lockdowns) shows 5 key trendsstrongly emerging, ranging from changing attitudes on health/ hygiene, meal
consumption, grocery shopping and leisure behaviouhough still early days, these trends are worth noting even though the current situation remains
fluid.

On the macro front, with the slowdown in the economy and personal income, we expect personal household consumption to shift back towards staple
foods andnecessitiesaway from discretionaryitems and activitiessuch as eating out, leisure, etcFor 2020, we expect to seeconsumerspivot towards
spendingmore on Food baskes vs NonFood « a reversal ofa notable trend in the past decade, largely with rising incomes.

Interviews with companieshave shown that most, if not all, are reacting quicklyto the changes. The pandemic has forced many to rethink their product
marketing, and channel strategies, among othersThere is high level ofuncertainty on the pace of recovery, but thecommon message among
Indonesian consumer companies is diversificatic« sales channed, products, geography, supply chairs, etc.
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Shift in consumer behaviour is accelerating Analyst
. L . Cheria Christi Widjaja+62 2130034931
{1 Survey shows that the change in@nsumerbehaviouris acceleraing since christiwidjaja@dbs.com

the onset of COVID19 pandemic

Andy SIM, CFA+65 6682 3718

1 On macro-level, we expect spending to shift towards Food away from andysim@dbs.com
Non-Food, buckingthe trend seen in the last decade

1 Indonesian consumer companies seem to be coping well, though
commonality is on uncertaintyon the future and need for diversification

1 Investment outlook likely to remain tepid inthe near term; we prefer
staple F&B counters

The DBS Asian Insights SparX report is a deep dive into thematic angles impacting the longer -term investment
thesis for a sector, country or the region. We view this as an ongoing conversation rather than a one -off
treatise on the topic, and invite feedback from our readers, and welcome follow on questions worthy of closer
examination.

Page2



Asian Insights SparX ﬂ DBS

Indonesia Consumer: Implications on behavior and companies due to COVID  -19 Live more, Bank less
Contents
1. Executive Summary Page 4
2. Indonesia Consumer Surve¥ How has COVIDB19 changed consumerbehaviour Page5

3. Indonesia ConsumptionBasket« Then, Now and the Future Arecapofa_k j ogi an 8§ o A* ] oRageps

4. IndonesiaConsunption Basket« How has COVIDB19 impacted our projections? Page24
5. ConsumerCompanies« Actions, reactions strategiesand key takes arising from COVID Page39
6. InvestmentSrategy and Stock Ficks Page47

Page3



Asian Insights SparX

Indonesia Consumer: Implications on behavior and companies due to COVID  -19

B3DBS

Live more, Bank less

EXECUTIVE SUMMARY

COVIDled economic slowdown in IndonesiaCOVID19 was declared asa
pandemicby WHO on 11 March 2020. In Indonesia, the government has enacted
several policies to reducehe spread of the COVIB19 virus such as introducing
partial lockdowns or large-scale social restriction§PSBB) from 31 March 2020. The
implicationsare far reaching, and our economissan a Aat |l a_pej c AE]
contract by 1% in 2020, from 5% growth previously.

A viral impacton consumer behaviour and basket spending-ollowing the COVID
19 outbreak and its impact on economic activitywe attempt to explore how

consumer behaviour is changing, our expectations of consumer spending, as well as

responseby consumer products companiesand resultant impact

In this report, we address several areas that are invariably related: (i) consumer
behaviour via online survey; (ii) implicationsf personal consumptionon basket
spending on a macro level; (i) impact and responses by companies thus far; and,
lastly, (iv)our near term view and implications for investors.

i) Impact and changes on onsumers
Consumerbehaviouris already undergoing change « moving inward, modern, and

ii) Macro level impact and changes

Impact of COVID19 on macro level consumption basket At the macro level, we
had previouslyobservedconsumption basket trends over the long term. Wenow
refine and adjust our projections on consumption expenditure and changes within

>k $pecificechnSumpticn@askepaktide national level.Last year, ve projected food

would account for a lower c. 46.7% of the total consumption basket in 2030F(vs.
49.5% in 2018).

Pivot back towards Food basket in 2020With the outbreak of COVID-19, we
believeour long-term expectaton is intact but expect some changes between 2020
2022F. As a percentage of thetotal consumption basket, wenow project food to be
higher at 50.1% in 2020F (vs 49% previouslyand gradually decline aghe economy
recovers in 20212022. We also delve furher into specific baskets of interest for
basics such as Cereal®repared Food and Beverag€igarettes and Tobacco,
Housing and Household FacilitiedDetails are shared within the specific sections.

iiii) Company level impact and changes
Compary interviews and findings. We also conducted interviews withseveral
consumer companiegouching on the impact of this pandemic, howthey are

online. Our consumer surveyexplored _kj oqi ano8A] ppepgq’  aApk sehdustingfandehdirhvipvs orihe aulldokd We explore areassuch asimpact on

consumption habits, shopping as well as oubf-home activitieswas conducted for
about two weeks from the middle of June. We felt that thislength is appropriate to
reflect the changing sentiment over the 10 weeks o so since the first infection case
was reported in Indonesia in early March, and the PSSB (restricted movemeh#t
followed. The results, while not surprisingastoundedus in terms of magnitude.

3HATS.Simply put, we summarised the impact usingour acronym« 3HATS: Health,
Home-ward focused, Homecook, Accelerated ecommerce, and Traditional grocery
no more. Furthermore, given the uncertainty, it seems that the respondents are
cautious on their outlook, and are putting more of their income into savings and
investments at least for the next 3-6 months, rather than spending ondiscretionary
items and activities.Please see the section for more detailed findings.

sales, costs, safetyinvestmens, strategicdirection as well asour and their viewson
recovery andoutlook. The companies we spoke to seem to be coping well, though
the commonality is uncertainty of what lies ahead, as well as the need to pivot
towards diversification, be itproduct, geography, sales channel etc.

iv) Implications for investors

Preference for staple and value. Synthesisinghe various factors, from consumer
surveys, macro as well as company level interviews, the immediate outlook is likely
to remain murky while consumer sentiment remais tepid. Our preference ison
consumer F&B staple plays. For household and personal caregucts, demand is
likely to stay relatively resilient though valuations are not attractive vévis growth.
We would avoid retail and food service forthe time being, given the challenges in
the immediate term.
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SECTION UtINDONESIA CONSUMER SURVEY

CONSUMER SURVEY ONBEHAVIOUR
CHANGES DUE TO COVIDB19?

1. Pasca COVID-19, seberapa sering And
akan mengkonsumsi vitamin dan
suplemen? *

O Lebih dari sebelum COVID-19
Sama seperti sebelum COVID-
O3
@ :(;rang dari sebelum COVID-

() Saya tidsk mengko

nsumsi

Source:DBSV)|DBS Bank
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CONSUMER SURVEY KEY FINDINGS

Over>500 respondentsduring two weeks in June As COVID19 moved into the
third month in Indonesia, we launched an online survey to gather insights into

consumer behavior.Our focus was on areas pertaining to attitudes towards hygiene,

meal consumption, shopping habits as well as leisure. Our survey was conducted
over two weeks from mid-June to early JulyThis, in our view was appropriate given
it was about 10 weeks into the restrided movement, and respondents wouldhave
been reasonably settled into their new routine.
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Our surveyresponses werdargely gathered from across the archipelago, withra
major skew towards Java and Greater Jakartand 13% was from outside of Java
island. In terms of age profile, we reachedut across various age groug mirroring
the demographic age of the nation. In terms of gender, we had a greater
percentage of female respondents at 60% vs male (40%), and over 90% are
currently employed.

Fivekey findings « 3HATS We have summarisedhe key findings as follows:

1) Health (& Hygime) is wealth There was a largdilt towards consumers
perception of health and hygiene Approximately54% of respondents indicated
a higher preference for consumption of vitamins and supplementpost COVID
19, while almost9 in 10 indicated their personalhygiene has beenhigher
following the COVID-19 outbreak. We havenoticed that suchproducts are
sellingwell, and we believe this would continue in thenear future at the very
least We alsoexpect greater attentionto be paid on nutritional values

2) Home-cooked meals Consumption of home meals surged t069% (vs. 42%
before COVID19), with a pivot away from eating out which dropped to 5%
only (vs.35% before COVID-19), as people stayed home and cared more about
food cleanliness Online food delivety has beena popular choicedriven by the
popularity of food aggregator appsespeciallyby the younger generation due to
its easy and quick services

3) Home is the new outdoor. Home becomes thenew place of entertainment as
more people seem to relish theirprivate time and spaceat home. Around 84%
of respondentswould like to spend at least halfof their working or studying
time at home post COVID19. Meanwhile, 72% would spend less timegoing
out and doing activities outside the home compared to before the pandemic.

4) Acceleraing Ecommerceadoption. Shift to online shopping acceleratedas this
channel provided consumers (who stayed home) access to product needs.
commerceasa preferred way to shop jumped sharplyto 66% after COVIB19
(vs. 24% before),at the expenseof physical storeg{malls)which declined
significantlyto 24% post COVID19 (vs. 73% before)

5) Traditionalgrocery channelslosing market share The rising useof online
grocery apps post COVIELY triggered by limited access to fresh products in
wet markets during the PSBB and higher awareness of safety and hygiene.
Online groceryappg o Anaol kj
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after COVIDB19, replacing visits towet markets which dropped sharplyto 30% V  Packaged food:Introduce products and services whicimakescooking at
(vs. 52% before COVIB19). home a fun experience, includinghealthy ready to cook meals or easy to

cook packaged foods
V  Omni channel /e-commerce:Accelerate omnichannel strategy and
introduce safe, easy and fun experience for shopping online (e.g. virtual
try-on tools).
V  B2C/deliveryappsExpand_ki | ] j eao8A] __aooApkA_qopkian

Implicationson companies Based on the consumer survey results, widentify
opportunities for companiesby segregating these intdfive categories: preventive
healthcare, packaged food, omni channel / &¢eommerce, B2C / delivery apps, and
home entertainment.

V  Preventive healthcareEnsure that its products and services are clean and online food delivery or grocery apps.
safe alsointroduce products that focus on boosting immunity / wellness V  Home entertainment: Develop technology or gadgets to recreate the social
hygiene, nutrition or herbal. experience at home

Timeline of restricted movement (PSBB)

Start of PSEE
in Banten - -
~ - Extended PSEE .
First . Bal_'lr-:'d I"g'l: :ﬁn 3:‘!;:: Recpening of Recpening of Phas= 1 in _“::,'hltcﬁim
Emergency emergency , Joreigrers E= Announcement  religious places & beaches and Jakarta (Until e
period haspital 'n:||m entaring of PSBBin T |S (J:"“Et'ah B;\mned Idul -?:;Fde'-ai'“ plan  outdoor sports public parks July 18} Jakz:l-;a_:\:;rlj
; nconesia Start egal, Central Java, ik new normal  facilities [zkartz) 0 s i L
First two cases annaurced Jakarta Pescanbery, Fisy P—— acilities [Jaxarta) (akarta)
I I 1 1 1 1 1 I I 1 1
Z-Mar 11-Mar 17ar 20-0Mar 23-Mar 31-Mar 2-Apr Shpr 10-Apr 15-4pr 17-5pr 22-Apr 24-Apr F-May  Z2-May  4-un E-Jun Sbum 13-lun 15-Jun 2-1ul 13-hu 16-Ju
. shift in budest : _Reopening of Recpening of Recovery Extended
First c2ain Ip,-::riuf;g Dediaration Cases Start of FSBE ST'.?.Tt 01' FSBB affices, restauranis, rrF.:arke’tgs, rate PSEE Przsz 1
of PSBB and confirmed in n Depok, Bogor  Start of PSER in Fesume n_'_en:t_\,f ~ factories, shopping malls, exceeded n Jekarts
COVID-19 all provinces . Bekasi, West Bandungand  transportation for  Phase 1in showrooms, zalons & active cases {Until
fund of lava extznded PSSE n;lﬁ purpeses  Jakarta (Uil indspendent barberzhops rate for the August 27)
Rp405tr in Jakarta not mugikl Juty 2) retailers, mussums, (lzkaris) first time
online & offline
ojek (Jakara)

Source: https.//covid19.go.id/
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Consumer Survey: how behavior of Indonesian sis changing post COVID-19?

1 Online consumer survey conducted with a total of 545valid responses received

1 Time frame: 18 June- 3 July 2020

1 Purpose: To gain first insights into consumer behaviour of Indonesians before vs after CONTE
with easing lockdown measures

1 Theme:
{ ]
2 & i@
HEALTH HYGIENE WFH MEAL PREFERENCE

[ —

SHOPPING NECESSITY OR LEISURE

Source:DBSV/|DBS Bank
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Demographic background of ther espondent s

Respondents predominantly from Jakarta, but reaching out to other
main islands such as Sumatra, Sulawesi, and Kalimantan Respondents Yaverage age profile similar to general population

‘ 1% 3%
‘ X 15% 10%
W <20 years old
t o - : m 20-25 years old
=~ a8 , =z m 26-35 years old

Greater Jakarta
“-*s-- e

Jakarta 17%

m 36-45 years old
m 46-55 years old

| >55years old

9in 10 respondents are employed Reached more females respondents
Student Others ° °
I~ M'
L
40% 60%

o

Source: DBPBank consumer survey
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Theme 1: Health (& Hygiene) is wealth

Post COVID-19, how often will you consume vitamins and supplements?

A
A Ve
. 6% = More than before COVID-19 A
n Same as before COVID-19
Less than before COVID-19
33%
= | have not consumed any
Post COVID-19, how would you expect your level of personal hygiene to
be? (e.g. washing of hands more frequently, using hand saniti sers, etc.) A
4-
= More than before COVID-19 A

= Same as before COVID-19

Less than before COVID-19

Source: DB®Bank consumer survey

Health and hygiene awarenestave skyrocketed.

(More than 1 in 2) 54% out of 545 respondents said that after
COVID19 ends, they would stillconsume morevitamins and
supplements compared to beforethe pandemic.

(Almost 9 in 10) 87% out of 545 respondents said that after
COVID19 ends, they would continue to pay more attention on
their personal hygiene compared to before the pandemic.

Products related to health, hygieneéhave done well, and may
continue to do so. Furthermore, in our view,consumers may also
pay more attention on food nutrition .
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Theme 2: Home cooked meals - Shift from eating out to cooking at home is unreal!

Meals preference pre vs post COVID-19

Source: DB®Bank consumer survey

> >y > D>

> >

42%

35%

14%

7%

1%

COVIDB19 pandemic has changedifestyle trendsof eating out and consuming meals outside of home

Prior cOVID-19 VS Post COVID-19

Cooking at Home

Eating Out

at restaurant, food courts, canteen, cafes, etc

Food Delivery

from online apps

Take-away
or drive through from restaurants

Others

69%

5%

18%

8%

0%

From the survey, there is a huge shift of people who preferred to eat out before the pandemic to coatg-at-home post COVID19.
Cooking at home for mealsjumped to 69%, from 42% before COVID-19 (4 in 10, to 7 in 10).
On the other hand, the percentage of respondents who choseeating out as their preferred source for mealdlropped significantly to just 5%, from

35%.

The respondents who chosdood delivery and take awayas their preferred sources for mealbas risenslightly after COVIDB19.

Huge opportunity for food producers and manufacturersto capitaliseon thesetrends - ready-to-cook meals easyto-cook meals, menu suggestions,

etc.
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Theme 3: Accelerated E-commerce

Before COVID-19, which was your most common way of shopping for
clothes, shoes, beauty, furniture, electronics and other non -food items?

At the physical stores B A A A
(malls/department stores) THT " “ “ "

24%
i o
(1% ) Local businesses w
< y
P *
,f/ 1% \‘, sodal media w
L ]
1% Company website ﬂ

After COVID -19 ends, what would be your most preferred way to shop for
clothes, shoes, beauty, furniture, electronics and other non -food items?

At the physical stores - l
{malls/department stores) T ﬂ

- 1
A »

2% | Local businesses w '
A _ /

P = .
,f’/ 394 \‘, Sodal media ﬂ '

gu

6% Company website

Source: DB®Bank consumer survey

COVID19 pandemic has changed the wayndonesian
consumersshop for non-food items such as clothes, shoes, etc.
From the survey resuft we noted a significant shift from
preference to shopat physical storegbefore the pandemiq to
e-commerce post COVIBEL9.

Ecommerceasa preferred way to shop jumped sharplyfrom
24% before COVID19 to 66% after. On the other hand, the
numbers of respondents who chosehysical stores (mallsds
their preferred place to shopdeclined sharplyfrom 73% before
pandemic to 24% post COVID19.

The number of respondents who choseompany websites and
social mediaas their preferred ways to shop increagkslightly
after COVIDB19.

Thus,companies cannot ignore the competition coming from
online. We have seerthe importance of e-commerce during the
outbreak and expect its contribution to continue growing post
COVID19. We suggest companiesaccelerate theirante on
omni-channel strategyand/or embark on partnerships with
established ecommerce platforms
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Theme 4: Traditional not the way for grocery

Before COVID-19, what was your most preferred way of shopping for
groceries, meats, fruits, vegetables, and other food items?

1 & o
3% Online grocery apps

1% Minimarkets / Convenience stores
- & - &

L

After COVID -19 pandemic ends, what would be your most preferred way
to shop for groceries, meats, fruits, vegetables, and other food items?

et I.
T'ﬂ\TMMM @ Wet markets / Tradiional markets l
ree AR

44%

T
w Online grocery apps

LN iy |
@’F’F'FM'F@M 4% Minimarkets / Convenience stores '
TTsrereerme

Source: DBSBank consumer survey

COVID19 pandemic haschanged the way respondentsshop for
food items such as groceries, meat®tc., shifting the numbers
away from wet markets seenbefore the pandemic

The number of respondents who chos@®nline grocery appsas
their preferred place to shoprose 7x from 3% before COVID-19
to 21% after. On the other hand, the numbers of respondents
who chosewet markets as their preferred place to shogfell
significantly from half (52%) before pandemic to 30% post
COVID19.

The numberof respondents who chosesupermarkets and
minimarkets as their preferredplacesto shop held relatively
steady or increasd slightly after COVID19.

The penetration ofonline grocery is stillrelatively low (~2 in 10)
now, and we expect it to grow fast going forward, especially
with the increase in the numbers of younger consumers and
proliferation of mobile devices in Indonesia.

This trend also highlighs the increasing bargaining chipthat
modern trade channel players, such as supermarkets,
minimarket players havevis-a-vis its suppliers. While we have
seen this trend in other more developed and affluent
economies, the pandemic has accelerated this trenid
Indonesia
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Theme 5: Home is now the new outdoors

Post COVID-19 (when the situation eases and you are allowed to), will you
prefer to work or study from home?

A Due to the outbreak of COVID19 pandemic, many are
now forced to work or study at home. We spend most of

= ves, prefer to work or study at our time at home instead of out at the office, schools, or

15% home for majority of the time
(>80%) malls. We have to find new wa to entertain ourselves at
home giventhe current restrictionsin place
Occasionally and mixed (e.g.
around 50% at home and 50% at p L
the office or school) A 32% out of 545 respondentsindicated that after COVID-
19 ends, they would still like towork or study at home.
52% No, prefer to go to the office or Meanwhile, 52% said that after COVID19 ends, they
?:28;!;0’ majority of the time would like to spend some or half of their working or
studying time at home.
After COVID -19 pandemic ends, how often will you go to the mall s, A 72% of respondents said that after COVIELY ends, they

cinemas, theme parks, concerts, or travel or do staycation s~ would spend less timegoing out and do activities outside

the home compared to before the pandemic.

A Home entertainment related products and services would
= More than before COVID-19 still be in demand even after COVIEL9 ends.

Same as before COVID-19

72% Less than before COVID-19

Source: DB®Bank consumer survey
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In the near -term, consumers cautious and holding back on spending
In the next 3 -6 months, how are you going to spend your additional money or income?

(respondents can choose a maximum of 3 answers)

SAVINGS

(SPEND ONLY INVESTMENTS
ON FOOD &

HOUSEHOLD

EXPENSES)

SHOPPING FOR
NON-FOOD OTHER THINGS

ITEMS (MOVIES, DINNING AT
(CLOTHING, CONCERTS, RESTAURANT TRAVELING
ETC)) THEME PARKS, OR SNACKING LUXURY I TEMS
TC) (COFFEE, CARS
BUSSLE TEA, m(wgmi« CIGARETTE
TC.) .

Source: DB®Bank consumer survey

A The economic uncertainty caused by the
COVID19 pandemicclearly has an impact
kj A_kjoqgi anowghghikj be’
demonstrated bytheir cautious responses
on spending.

A Majority of the respondents chosesavings
and investmentsas ways they would use
their additional money or income, at least
for the next 3-6 months. We infer that the
preferred area of spending would beon

basic things such as food and household
expenses.

A Consumerscould focuson value-for-money
options, and necessity over discretionary/
leisureitems/activities.
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Conclusion: key findings

Health and hygiene

Meals preference

Shopping location

Grocery shopping

Home and leisure

Source.DBSV]|DBS Bank

~

~

{
{
{
{
{

1 Higher awareness on health and hygiene )

1 Majority of Indonesians will continue to consume vitamia (preventive
healthcare) andput on careon their personal hygiene even after
COVID19 ends )

1 Eatingshifting from eating out to in-home meals

1 More attention on food cleanliness

1 Online delivery apps and packaged foods are the new waysr meals? )

1 Shift to online shopping hasaccelerated

1 Highlighted important existence of ecommerce during the outbreak
to give consumers (who stayed home) access to product needs

1 No or limited access to wet markets during the pandemited h
Indonesians to rethinktheir approach to grocery (fresh food products)

9 Ri% of online grocery apps post COVIEL9 )

1 Home becomes the new placeof entertainment

1 Indonesians now prefer to spend more time at homdhaving private
space)instead of going out

71 Digital and technology(gadgets)innovations are key
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Implications on businesses?

PREVENTIVE PACKAGED OMNI CHANNEL / B2C/
HEALTHCARE FOOD ECOMMERCE DELIVERY APPS
1 Businesesto address 1 Introduce healthyready {1 Ensurecustomers can T Ajh]lncaA_KkKi
_q o p k health ang A to cook meals oreasy to ] __aooA_ kil access to customers

hygiene concerns cook packaged foods
I Companies mustensure 9§ Produce food

products or services 1 F&B business to enter
anytime and anywhere online food delivery

their products and seasonings or sauceas T Introduce safe, easy and apps
services areclean and well as kitchen tools to fun experiencefor 1 Exploreopportunitiesin
safe (perform sanitation enhance cooking at shopping online (e.g. online grocery apps

or disinfectant) home experience virtual try-on) 1 Ensurefreshness of
1 Introduce products 1 Higher demandfor local 9§ Ensureefficient delivery food products, as well
focusing on immunity, products andvalue pack and reasonable shipping as fast delivery
wellnessand hygiene sizepackaged food with cost for customers
good pricing 1 Accelerate omni
channel strategy
1 Partnership with
established ecommerce
platforms

Source.DBSV)|DBS Bank

HOME ENTERTAINMERM

1 Develop technology or

gadgets to recreate the
social experienceat
home

Enhance digital
presence

Introduce items to
facilitate working /
learning from home
Other home
entertainment related
products and services
(e.g. gaming, social
media, website, or
apps)
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SECTIONR: INDONESINSCONSUMPTION BASKETHEN, NOW AND THE FUTURE

Summary of our previous work on
Indonesia Consumption Basket,
which we published on 31 October
2019.

We did a study on how Indonesia ns
consumption basket has changed
from 2010 to 2018, and we
projected how it would be by 2030F.

Source.DBSV]|DBS Bank
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