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EXECUTIVE SUMMARY

== 42 companies participated in the 2026 Indonesia Business Climate Survey (BCS), making
this year the largest ever BCS in terms of respondents to date
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THE MARKET

=m Swedish companies in Indonesia participating in this survey are mostly large multinational
B2B businesses with more than 15 years of experience in the market

Industry breakdown Year the operations started
I Industrial equipment -2004 46% .,
Il Automotive 'Q‘ Insights
(o) -
I Metals/mining 2005 - 2009 9% ~
icati Majority of the
N Telecommunl-c?tlons T o ] ﬁ X
Energy/electricity Iespondents naye
0 Transportation 2015- 2019 20% been present in
5% Heating (HVAC) Indonesia for more
5% Packaging 2020 - 18% than 10 years
5% Retail/wholesale
(0]
8% 8% B Others Number of employees*
] ]
N ’ . Small (0- 249 17 y Y -
-()- Insights @ s ’ -O- Insights
< Medium (250- 1 000) |  19% <
Although majority of
= Swedish companies are involved in a large variety of Global Large (> 1 000) 64%  the respondents
industries in Indonesia have large operation
» Similar to the previous years, industrial equipment Small (0 - 249) 83% globallyf their busi.-
companies are the most common industries among the , . nesses in Indonesia
National Large (> 1000) | 3% limited in scale




HOW SWEDISH COMPANIES SUCCEED IN INDONESIA

=== Similar to the previous years, the majority of Swedish companies in Indonesia are still
focused on sales and marketing as well as aftersales support activities

Operations of Swedish company respondents in the market
= Majority still focus orsales and marketing (79%)as

well asaftersales support (69%), while26% provide

[(O\ : 0
‘@\' Marketing/sales 9% services for customers
. = Only21% engage in manufacturing despite65% of
/ AftergElEsiglpper s participating respondents aréndustrial companies

o N _ = This might indicate that thdndonesian market is

e, IO of eeiiess 26% not significant enough to warrant a manufacturing
base and/or thebusiness and regulatory climate

has not beenfavourable enoughfor manufacturing

1 0,
h Manufacturing/assembly 21% operation

(0 _ _ »= This is despitecontinuous push from the
Sourcing and trading Al government for foreign companies to localise their
production in Indonesia throughregulatory

& measures and incentives
x Research and development 5%

Source 2026 Indonesia Business Climate Survey



ECONOMIC OUTLOOK

mm=  Thjs year has been a lessfavourable year for Swedish companies, which is projected to
continue and has impacted Swedish companies’ investment appetite

Financial
performance
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Investment plan in
the next 12 months

Source 2026 Indonesia Business Climate Survey
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66% 25%

77% 12%

Loss mBreakeven mProfitable =N/A

79%

Decrease ®mUnchaged ®mIncrease =N/A

40% 5%

39 41% 7%

Leave/reduced ®mUnchanged ®Increased =NA

Lessfavourable commercial environment in the
last year

» [ower percentage of companies reporting
profitability

* Higherpercentage of companies reporting loss

Lessfavourable projection on commercial
condition this year

= [ower percentage of companies reporting
increased turnover

» Higherpercentage in companies expecting
decreased turnover

Reduced appetite for short-term investment

* Jowerpercentage of companies reporting plans
to increase short-term investment




THE MARKET

=== Aligned with the poor commercial condition and expectation, Swedish companies’
perception on Indonesian business climate continues to be less optimistic

Perception of Indonesian business climate
=  Only25%answered positively , a very significant
decrease from 65% two years ago

= 28%answered negatively , a substantial increase from
20%]last year and particularly 12% two years ago

» The negative trend commenced with the start of
President Prabowo’s administration

* Indicates concerns about government economic and
business-related regulatory policies

Non-tariffbarriers are replacing the tariffs that headline-
grabbing trade deals are doing away with. It is getting
more complexand expensive to do business nowthan it
28% has been in recent years.”

20%

12%

2024 2025 2026

Director
Swedish retail company

Very poor/poor ®Neutral mVerygood/good

Source 2026 Indonesia Business Climate Survey



THE MARKET

=== Private commercial stakeholders are still the best satisfying supporting factors for
Swedish companies in Indonesia, while government-related factors score the worse

Score on various aspects of the Indonesian business ecosystem Score range comparison with last year’s result
1 2 3 4 5 6 7 8 9 1 2 3 4 5 6 7 8 9
Distributors 6.9 2024 53_-70
Service providers 6.5
Suppliers 6.4 2025 41-63
Personal safety 6.2 2026 46-6.9
Market access 6.1
Specialists and key personnel 6.1 . . .
= Distributors, personal safety, and suppliers are among the
FITEEE] S & most appreciated factors by the respondents
Lab ket regulati 6.0 : :
aPOHT market Tegriation = All three factors consistentlyrank high among the years,
Work culture/business mindset 6.0 indicating relatively good business partnership ecosystem
Level of digitalisation 5.9 in Indonesia
Corporate taxation 58 » License, permits, and approvals scored better this year (4,6)
et TS e 58 compared to last year (4,1) but still scored the lowest
Customs 5.1 = Customsalso ranked significant lower compared to other
= factors, indicating specific dissatisfaction towards the
ransparency/equal treatment 5.0 ;
government support towards business
Licenses, permits, and approvals 4.6 -

Source 2026 Indonesia Business Climate Survey



THE MARKET

mmm  Customs procedures are the most commonly selected as a trade barrier with noticeably
negative effect on operations, indicating dissatisfaction on issues such as import quota

Trade barriers with noticeably negative effect on operations

Customs procedures 50%

Regulations 33%

Local requirements 33%

Customs duties 15%

State aid/subsidies 8%

Financial access 5%

Other 5%

Source 2026 Indonesia Business Climate Survey

Customs proceduresare the most commonly selected trade
barriers with noticeably negative impact on operation, whialf
of all respondents confirmed it, a significantincrease from
last year's36%

Regulations and local requirements remain significant with
33%, although both experience decrease from last year's 38%

This finding indicatedissatisfaction on the complexity of
customs regulations, includingimport quota, which frequently
prevent deliveries of critical materials, inventories, or
equipment

Indonesia has the highest level of trade barriers in the world,
according to the 2025 International Trade Barrier Index by the
Tholos Foundation

Limitations on iron and steel import quotas are also affecting
the business, significantly decreasing customer trust.”

Director
Swedish mining solutiongprovider



HOW SWEDISH COMPANIES SUCCEED IN INDONESIA

- effect in their business

Companies indicating the positive effect of Swedish brand
to their business

13% 13%

2024 2025 2026

Not at all/little = Partially/much mVery much

Source 2026 Indonesia Business Climate Survey

=== The Swedish brand is still very much appreciated by Swedish companies for its positive

The vast majority (88%) of participating companies
indicate that the Swedish identity has been very
beneficial to their business

26%ofrespondents in fact believe the Swedish brand
has provided a very strong positive effect

The trendtends to be fairly consistent in the last
three years, although the number slightly declines
compared to two years ago

In Indonesia, Sweden is associated with premium-
priced, high -quality products, which can be very
beneficial in areas such as industrial solutions or
premium lifestyle sectors

10



ACTING SUSTAINABLY

mmm  Suystainability aspect has been considered in the purchasing aspect of many Indonesian
customers, although not among the important aspects

Integration of sustainability aspect to customer purchasing decision

2024 32% 62% ﬁS%

Very little/little Partiallyymuch ®Verymuch N/A

Sustainability has not been a key consideration for most
customers in the mining industry when selecting suppliers so
far.

Business manager
Swedish mining solutiongprovider

Source 2026 Indonesia Business Climate Survey

53% of companieshave stated that their customers
at least partially consider sustainability aspect
when deciding to purchase a product

This actually represents a decline compared to two
years aga when 65% of companiesindicated the
same thing, although compared to last year, it tends
to be consistent

However, the positive side is the percentage of
companies believing their customers care very much
about sustainability aspect has experienced
consistent increase over the last three years, from 3%

in 2024 to 12% this year

Nevertheless, sustainability aspect has not been
put at the top of purchasing criteria for Indonesian
customers in general, with many ofthem are still
prioritising lower prices.

11



ACTING SUSTAINABLY

mm=  Corruption and human/abour rights violations continue to be reported in Indonesia, which

H
poses a serious compliance risk for Swedish companies
@ Corruption incidences in Indonesia [g Human/iabour rights violations in Indonesia
S

7% Public bodies 39% Supply chains

No occurrence of violations found when

B9% Private counterparts (S
dealing with partners and customers

2% Internal counterparts

» Incidences of corruption continues to be reported, similar to last year
= However, this year corruption incidences are also reported in private and internal counterparts , different from last year
= Similarly, human/labour rights violations continue to be reported, particularly in supply chain

» Corruption and human/labour rights violations can pose serious compliance risk for Swedish companies in Indonesia

Source 2026 Indonesia Business Climate Survey 12



FUTURE OUTLOOK ON INDONESIA

=== The majority of Swedish companies perceive Indonesia-EU CEPA positively, with the
expectation that this FTA will allow lower import duty and simplified import procedures

Reactions of respondents towards Indonesia EU CEPA Most beneficial aspects of EU-CEPA to the business
(% of participants answering)
Lower import duty in Indonesia for EU products 54%
Simplified import and export regulations 46%
Improved market access for service business 30%
Increased demand for my products/service$ 24%
17%
Lower import duty in EU for Indonesian products 19%
Ve tivel S what Ni ' S what W itivel
AR nce)glaetive?y iﬁgﬁg?r poolzlifive lay LA Stronger intellectual property protection| 5%
@ Other | 5%

* 66% of companiesbelieve the Indonesia-EU Comprehensive = The majority of Swedish companies in Indonesia import
Economic Partnership Agreement (CEPA) will bring positive finished goods and rawmaterials from the EUinstead of
effect to their business exporting products to the EU

» The agreementis currently being ratified in both parliaments » Hence lower import duty and simplified import/export
and the government has set 1 January 2027as the target regulations are considered the most beneficial aspects ofthe
implementation date agreements

Source 2026 Indonesia Business Climate Survey 13



FUTURE OUTLOOK ON INDONESIA

mms | imited appetite for companies without any manufacturing function in Indonesia to
establish one, while existing companies are more willing to do so in the longer term

Plan to establish a manufacturing function in Indonesia

Yes Other

*  Only 23%o0f companies selling physical products without
any manufacturing function in Indonesia have a plan to
establish one in Indonesia, despite potential benefits from
the CEPA

= Establishing a manufacturing function in the country might
be difficult due to limited economies of scale, poor
logistics, and unfavourable business climate

Source 2026 Indonesia Business Climate Survey

Plan to expand the existing manufacturing function in Indonesia

43%

14%

Other

Yes, in the short term  Yes, in the longer term

= However, for companies with existing manufacturing
presence in Indonesia, their appetite to expand their
function in the country is higher, although more in the
long term

» These companies usually have already attained sufficient
economies of scale which can be upgraded even more

14



CONCLUSION

=== Itis important for Swedish companies to understand the regulatory landscape, work with
good local partners, and emphasise Swedish identity to capture opportunities in Indonesia

AC &) Understand the regulatory : Emphasise Swedish
x landscape in Indonesia identity

» |mperative to understand the » Partnerships are very important in the = Swedish solutions are often far more
regulatory requirements in detail Indonesian market expensive compared to their Chinese
= To limit exposure to compliance risk = Competent local partner can help competitors
Swedish companies gain access to » |n the Indonesian market, Swedish
Indonesian stakeholders and products are known for their quality
customers = This“Swedish quality” value
» Indonesia is a country which proposition needs to be
emphasisespersonal relationships communicated effectively to increase

competitive power

Source 2026 Indonesia Business Climate Survey 15
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