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Macro Outlook




Economy Outlook
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—.— Economy Outlook
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Economy Outlook

Financial Sector Support
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Economy Outlook
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. Number of
Public Valuers

Property &
Business; 42 -

Business;
69

Simple Property;
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Personal

Property; 4

Source: MoF (2020)
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. Valuation
Repori
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_‘_ Valuation
Tasks

1%1% 3% 1A% 2% 2%

0%% %
\ "

83%

Source : MoF (2020)

= Agricultural
Mining and Energy

= Property and Construction

= Manufacturing

= Good and Services

» Information, Communication, and
Transport

» Financial Services - Bank

= Financial Services - Insurance
and Pension Fund

The Banking Sector controls 83% of
valuation industry market

Even though banks are currently
experiencing a decline in the
number of credits and an increase
in NPLs

The firms have too high
dependency with banks

If this sector stagnates, it will have
a significant direct impact on the
valuation industry
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_‘_ Valuation Potential
Tasks
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Third CHAPTER :
~ Valuation Industry, Challenges

and Oppurtinities
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Digital
Adoption

Consumers are accelerating adoption of digital channels1

Most first-time customers (~86%) are satisfied/ very satisfied with digital
adoption and majority (~75%) plan to continue using digital post-COVID

% of respondents
73% Regular users B First time users

Average Banking Grocery Apparel
(All industries)

Source:

...and so are B2B decision makers2

B2B decision makers believe digital sales interactions will be ~2X
more important than traditional interactions in the next few weeks
(vs equally important pre-COVID)

% of respondents

—
l

Traditional sales interactions Digital-enabled sales interactions

1 - Q: Which of the following industries have you used/visited digitally (mobile app/ website) over the past 6 months? Which of this services have you started to

use digitally during COVID-19?
McKinsey & Company COVID-19 Digital sentiment insights: survey results for the U.S. market; April 25-28, 2020

2 - McKinsey B2B Decision Maker Pulse Survey, April 2020 (N=3,619 for Global. Respondents from France, Spain, Italy, UK, Germany, South Korea, Japan,

China, India, US, and Brazil)

How about valuation?




Forces that shaping
. the Next Normal

Metamorphosis of
demand

Shifting demand
trends by
consumers from a
conservative
model to a digital
model

b

An altered workforce

The demand for
labor is changing
new demand trends
for reskilling, such
as digital
marketeers, IT
experts, and others

)

Regulation
Uncertainty

Government
policies will tend to
change based on the
needs and
conditions of the
economy, politics,
social and health

Evolution of the
Virus

Lock downs, and
other restrictions
policy really depend
on the ability to
develop the corona
virus and vaccine
rollout reaches a
critical mass of the
population

14



=

Shifting Working

Environment

Working environment

Question: Which of the following best describes your company’s typical work from home policy
BEFORE and DURING the coronavirus COVID-19 pandemic?, %

B All employees work from home

M Most employees work from home,
with very few exceptions

B Most employees work from home,
with certain types of jobs in person

Before During COVID During COVID
COVID-19? April 2020 May 2020

Source : McKinsey & Company Surveys (2020)
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=

Shifting Working

Environment

“Remote work is working

perfectly for us” “We have addressed the

challenges successfully”

challenges”

“"We need to make
remote work”

“We did not address the
challenges successfully”

“Remote work is impossible”

16



_ Fourth cHAPTER :
Digital Transformation
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Digital

Agenda

Evolution of digital transformation

Pervasive - Digital
; : transformation of
B ! . business models*
@ i i ; ;
o  Digital distribution * Mobile revolution
_E_ E . and web strategy ?ocml media
L= &5 e Web strategy and  * HYPer 4
£ =2 . e-commerce (e.g. =~ digitization
Q=35 Digital products and  retail, electronics)  * Power of
8 5 g |nfr.a_structure e Creating efficiency analytics
050 e Digital products through web ;
Y X DO H H
OT O™ (e-g., music, . strategy (e.g.
8 5 entertainment) . government)
E..’ = * Infrastructure (e.g.
[ telecommunications, :
Q software, IT)
Limited - ?
Late 1990s 2000s 2010s
Time

Sumber : IBM Institute for Business Value (2020)

Integrate

Leverage

Reshaping the operating model
The “how”
Value delivery focus

Value proposition focus

Create

Enhance Extend Redefine

Reshaping the customer value proposition
The “what”

Sumber : IBM Institute for Business Value (2020)
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Traditional/physical

Digital

Agenda

Primarily physical

Industry examples:

® Agriculture

® Consumer
products

* Industrial products

* Metals and mining

® Services

* White goods

Mixed digital and
physical

Industry examples:

* Aerospace and
defense

* Automotive

* Banking

* Consumer electronics

¢ Healthcare

* Medical devices

* Publishing, education
publishing

* Retail

* Jelecommunications

Primarily digital

Industry examples:

® Financial markets

* Gaming

¢ Music

* Software,
applications

Digital transformation drivers

Sumber : IBM Institute for Business Value (2020)

Digital

Transforming the business

What should the valuation industry
do to transform in the digital age?

19



Digital

=

Agenda

Unlikely to be affected Likely to be affected
0 0.1 0.2 05 0.

o
w
o
Ay

6 0.7 0.8 09 10

Arbitrators and mediators
Construction managers
Urban planners

Surveyors

Cost estimators

Building inspectors

Real estate, property and
community assoc. managers

B
B
B
B
|
-

Appraisers and assessors
of real estate

Surveying technicians

Real estate hrokers

Brokerage clerks

Sumber : Frey and Asborne, dalam RICS (2018)

This figure shows that valuation is
among the most likely to be
affected in the (near) future.

The main question is whether these
developments could help the
valuer deliver a more accurate
and efficient valuation, or
alternatively, completely or
partially, replace the role of the
valuer?
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Digital
Agenda

Percentage of jobs that are estimated to be amenable to be done at home (percent)

Fisheries

Agriculture and hunting

Construction

Wholesale and retail trade

Quarrying

Hotels and restaurants

Food, beverage, and tobacco

Cement and non-metallic mineral

Mining exclude petroleum and gas
Transport: ground transport

Iron and basic steel

Other manufacturing products
Forestry

Transport: water transport
Fertilizers, chemicals, and rubber

Electricity and city gas

Crude petroleum and natural gas
Transport, equipment, machinery, and..
Petroleum and gas refinery
Textile, leather products, and footwear
Water supply

Building rental

Wood and wood products
Transport: services allied to transport

Business services

Amusement and recreation

Transport: air transport

Social and community

Paper and printing

Communication

Personal and household
[Services allied to financial|

Banks

Non-bank financial institution

General government

A. Gender

B. Age category

24%

Female

19%
Male

mCan be done from home mCan't be done from home

21% 21%
Adult Youth

mCan be done from home mCan't be done from home

C. Skill level

D. Urban/rural

I L
13%

High-skilled Semi-skilled

mCan be done from home mCan't be done from home

Sumber : World Bank, 2020

0%

Sumber : World Bank, 2020

50% 100%

Low-skilled

o
12% H

Rural Urban

M Can be done from home  mCan't be done from home
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. Significant
Challenges

74 73
64
47 45
39
37 32, 32
[ °
— - [ ]

Disruptive Lack of Lack of Changing Uncertain Shortening Global Poor rates of Poor Lack of
competition  organizational return on customer regulatory technology economic innovation ecosystem industry

agility investment needs and environment cycles uncertainty relationships standards

attitudes

Sumber : Ernst and Young, Digital Transformation (2020)

Disruptive competition is the most significant challenge that the industrial world has to
face today, far above the concern over the global economic situation which is only 16%

22



. Strategics

Important

What are your most important strategic priorities over the next three years? (top three responses)

% of respondents

71
24 24
13 13
H B :
[ 1] [ ] —
Digital Improving Cost control Improved IT Increased Network M&A, joint Product Growing
business customer and business systemsand  organizational upgradesand  venturesand simplification  and retaining
models and experience efficiencies processes agility modernization  partnerships talent
services

Sumber : Ernst and Young, Digital Transformation (2020)

Digital Business Models is the most important strategy in today's industrial world. What

about the valuation industry?
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Digital

Agenda

Corporate Spending on New Technologies (2016-2020)"
% share by technology category

Return on Investment by Technology (2015-2016)"23
Impact of a $1 new technology investment on revenue per employee and labour productivity at the average company. E.g. $1 invested in
combined new technologies has yielded $2.2 — or a 120% increase in revenue per employee.

—l 25

13% CAGR

o
[
2.500 2,426 3 20
£
= 16% o
o
= 2.000 6% =4 15
o ®
“ 10% <Dt
1,0
o ,
2 1500 &
he]
c w
% g 05
c
© 1.000 g
g € 00
Q Robotics Mobile/Social Cognitive Combined
8 500 Technologies Investments
41%
0 B Revenue per employee B | abour productivity (EBITDA per employee)
2016 2020 Notes
1) Econometric analysis based on 16,000+ companies across 14 industries with data sourced from IDC, Ovum and Capital IQ
HoT mMobile/Social Cognitive Technologies Robotics Other 2) Combined Investments shows the impact of investment in all four technologies combined (i.e. total amount invested in four technologies analysed)

3) Cognitive Technologies include Artificial Intelligence (Al) and Big Data Analytics

Sumber : World of Economic Forum, Digital
Transformation Initiative, (2018)

How big is valuation firms investment in technology development?
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. Digital
Agenda

In today’s digital age, almost every
company is in the business of creating
“content”

Do your valuation firm have Instagram, Facebook,
LinkedIn even website?

How do you engage your potential clientse

25



. Digital
Agenda

DATA

N

[N

Processing

* Accuracy
e Availability
*Reliability
*Security

*Client
*Inspection

* Property Analysis
* Market Analysis
*Public

*Verify
*Qualify

e Classify
*Calculate
* Analyze

“A kid with a smartphone has more
intelligent access to knowledge than
the President of the United States 30

years ago”

26



Visualitation

Variability

The Advantages

Greater forecast stability and
accuracy

Produce more information and, by
extension, enhance market
transparency

Suitability for performing fast and
comprehensive analysis

The Challenges

Relatively high price

Legal considerations : data
protection laws

Potential for manipulation

Lack of standardization of
data/collection methods

27
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. Other
Developments

Smart Contracts

Using blockchain system for
contract drafting

IT based system

Time efficiency and risk
mitigation

Inspection — Drone and Internet of
Things (IoT)

» Drones can perform inspection

tasks more efficiently with a wider
range

IoT helps valuers conduct
inspections remotely

Database that integrated with
working papers

Reporting - Visualization

+ Currently all valuation reports are

paper-based

The client only focuses on the
final value and the valuers's
signature

* Visualization will make reports

more interesting such as 3D
modeling, video or virtual reality

29



—‘— Skills demand

Skills required for new role of Valuers in Industry 4.0
« Entrepreneurial and leadership skills to be included in valuation education programs

Broader, adaptable, flexible, and innovation capability set of valuers

Excellence of oral and digital communication skills

Ability to use hardware technology such as drone and geo mapping

Advance of 3D visualization application

Ethical behavior, Professionals, Collaboration and Social-Ecological responsibility

30



5 Thanks!

Any questions ?

You can find me at

harizul.akbar@outlook.com
www.mappi.or.id



