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HONG KONG (Standard & Poor's) Sept. 1, 2014--1ndonesian banks are in a
position of relative strength to withstand the strain fromrising interest
rates, said Standard & Poor's Ratings Services in a report published today
titled, "Wy |Indonesi an Banks Wn't Likely Crunble Under The Wi ght O Rising
Donmestic Interest Rates."

The banks weat hered capital outflows in 2013 with commendabl e resilience, and
we believe they are well placed to handle further rate hikes into 2015-2016.
Wth their solid fundamental s, we believe the banks can deal with the
potential inpact of rising interest rates with their credit ratings intact.

"I ndonesi an banks have the highest pre-provision operating profits in the

Asi a-Pacific region, and we believe they can absorb a potential increase in
credit costs as long as the central bank takes a cautious approach to raising
interest rates, as we expect it will," said Standard & Poor's credit anal yst
Cheul Soo Cho.

The | ndonesi an rupi ah has been pushed down over the past one year, when the
U S started to reverse its |oose nonetary policy. The sliding rupiah |eft
Bank | ndonesia (Bl), the central bank, with [ittle choice but to raise its
policy rate to defend the currency.

"I ndonesi an banks have continued to performwell despite these operating
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conditions because they largely match their foreign currency assets with
foreign currency liabilities,” M. Cho said. Indonesian interest rate |evels,
despite clinmbing sharply in a short period, are still historically | ow

W believe the structural weaknesses in the Indonesian econony (being a net
external borrower with current account deficits expected for at |east the next
few years) forced Bl to increase interest rates since May 2013 despite its
forecasts of an economi c sl owdown.

"Rather than cut rates to stinulate growmh, the central bank instead chose to
tighten its nmonetary policy to defend the rupiah, attract foreign capital, and
| ower the current account deficit," M. Cho said.

Ri sing rates put pressure on the solvency of borrowers, which could eventually
hurt 1 ndonesi an banks' asset quality. Neverthel ess, the country's banks so far
have weat hered higher interest rates reasonably well.

"Qur ratings on |Indonesian banks are all in the 'BB category as we already
factored in the risks associated with the country's structural weakness," M.
Cho added.
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Under Standard & Poor's policies, only a Rating Comrittee can determ ne a
Credit Rating Action (including a Credit Rating change, affirmation or

wi t hdrawal , Rating Qutl ook change, or CreditWatch action). This conmentary and
its subject matter have not been the subject of Rating Conmittee action and
shoul d not be interpreted as a change to, or affirmation of, a Credit Rating
or Rating Qutl ook.

The report is available to subscribers of RatingsDi rect at

www. gl obal credi tportal.comand at www. spcapitalig.com If you are not a

Rati ngsDi rect subscriber, you may purchase a copy of the report by calling (1)
212-438-7280 or sending an e-nmmil to research_request @t andar dandpoors. com
Ratings information can also be found on Standard & Poor's public Wb site by
usi ng the Ratings search box located in the Ieft columm at
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www. st andar dandpoors. com Menbers of the nedia may request a copy of this
report by contacting the nmedia representative provided.
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