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Indonesia Economic Review

Indonesian economy in 2012 proved to remain
prospective amid global market volatility due
to the Eurozone crisis and fiscal problems in
the United States. These conditions cannot be
separated from the strong economic funda-
mentals of Indonesia. Throughout the 2012,
the Indonesian economy grew 6.23% YoY with
the highest growth came in Q2-2012 with
growth of 6.36% YoY. At the same time, eco-
nomic growth in the troubled Eurozone
country such as Italy and Spain were still
showing recession with negative growth of
-2.39% YoY and -1.40% YoY respectively.
However, U.S. economy started to bounce
back and recorded a growth of 2.21% YoY in
2012 after experienced a slowdown in 2011
(1.70% YoY).

European Union faced severe fiscal problems
with the budget deficit average at 6.4% of
gross domestic product (GDP) and debt-to-

Table 1 Global Economic Growth

GDP ratio of 80%. Moreover, budget problem
in the US. was also very acute. U.S. budget
deficit is $1.3 trillion or about 8.6% of GDP in
2011 and the amount of government debt is
estimated $15.6 trillion dollars or about 90%
of GDP. Fiscal crisis made the U.S. lose its
highest ranking for 70 years from AAA to AA+
on 3 August 2011.

On the other hand, Indonesia economic
growth remained solid in 2012 driven by sta-
ble domestic demand and increased in
investment. However, the portion of exports
declined due to weak global demand caused
by global economic slowdown. Imports still
increased along with the high domestic de-
mand for various capital goods and fuel. As
shown in Table 2, domestic consumption mas-
sively supports the economic growth in
Indonesia for 54.6% among other GDP con-
of the

tributor. Investment takes 33.2%

average
American
Brazil 7.53% 2.73% 7.53% 4.90% 8.65% 1.38% 5.61% 1.92%
United States 3.02% 1.70% 2.45% 2.14% 2.60% 1.67% 2.21% 1.78%
European Union
France 1.66% 1.70% 0.33% 0.13% 0.04% -0.29% 0.05% -0.44%
Germany 3.69% 3.00% 1.31% 1.01% 0.86% 0.31% 0.87% -0.25%
Italy 1.80% 0.43% -1.72% -2.47% -2.59% -2.78% -2.39% -2.42%
Spain -0.07% 0.71% -0.70% -1.40% -1.60% -1.90% -1.40% -2.00%
Eurozone 2.19% 1.52% -0.10% -0.50% -0.70% -1.00% -0.58% -1.10%
Asia
China 10.40% 9.10% 8.10% 7.60% 7.40% 7.90% 7.75% 7.70%
India 9.55% 6.86% 5.10% 5.40% 5.20% 4.70% 5.10% 4.80%
Indonesia
Japan 4.44% -0.70% 3.40% 3.90% 0.20% 0.40% 1.98% 0.40%
Korea 6.32% 3.63% 2.80% 2.40% 1.60% 1.50% 2.08% 1.50%
Malaysia 7.19% 5.14% 5.10% 5.60% 5.30% 6.50% 5.63% 4.10%
Philippines 7.63% 3.72% 6.52% 6.32% 7.34% 7.07% 6.81% 7.83%
Singapore 14.76% 4.89% 1.50% 2.30% 0.00% 1.50% 1.33% 0.20%
Thailand 7.8% 0.05% 0.40% 4.40% 3.10% 19.10% 6.75% 5.30%

Source: Bloomberg
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The debt market in Indonesia consists of two
segments: government bonds market and
corporate bonds market. Government bonds
dominate the market in terms of outstanding
issues, market capitalization and turnover
value. The main instruments in Government
debt market are fixed rate bonds (FR), retail
bond (Obligasi Negara Ritel/ORI), zero cou-
pon (ZC), treasury bills (Surat Perbendaharaan
Negara/SPN) and variable rate (VR). Govern-
ment also plays an important part in setting
coupon and yield benchmark for the market.
Corporate bonds, meanwhile, are issued by
private corporates and state owned compa-
nies. Corporate bonds come with more
variant type of issue than government bonds
even though with relatively smaller volume.

Declining vyield that occurred throughout
2012 pushed down the cost of funds for a
new bond issuance in both government and
corporate bonds. On 2012, issuance of both
government and corporate bonds collectively
raised Rp228.4 trillion from primary debt mar-
ket, 32.9% higher than the previous year.
From the total issuance, 69.7% was coming
from government issuance, while the 30.3%
rest was raised by corporate sectors. The issu-
ance of corporate bond increase 53.7% from
Rp45.1 trillion into Rp69.3 trillion on 2012.

Debt Issuance

Government and Corporate bonds issuance
together raised a total of Rp228.4 trillion from
primary market during 2012. About 70% has
been raised by the Government, while the
remaining 30% by the corporate sector
through public issues and private placement.

Primary Market

During 2012, the gross borrowing of the cen-
tral government increased by 18.9% from
Rp204.6 trillion in 2011 to Rp243.2 trillion in
2012. In addition, the net borrowing increased
by 30.9% from Rpl121.1 trillion in 2011 to
Rp158.5 trillion in 2012. The gross borrowing
of central government realization in 2012 was

Bond Market Overview

89.92% from the revised budget while net
issuance realization was 99.31% from revised
budget.

Table 4 Indonesia Bonds Fund Raised in Primary Market

2010 2011 \ 2012
Issuer
Value % Value‘ %‘ Value %
Government 911 71.79 126.7 73.49 159.1 69.66
Corporate 35.8 2821 457 26.51 69.3 30.34
Total 126.9 1724 2284
Source: Indonesia DMO, KSEI In Billion Rupiah

Table 5 Government Borrowings (2009-2012)

2011 2012 2012
Original | Revised  Realization
Budget Deficit (% of GDP) -0.7 -21 -1.8 -2.2 -1.77
Gross Issuances
Domestic Bonds 136.9 1741 204.1
Coupon-bearing Securities 721 98.9 116.7
Retail Bonds 8.0 11.0 12.7
Retail Sukuk 8.0 73 136
Zero-coupon (Conventional) 29.8 40.0 27.3
Zero-coupon (Sharia) - 13 14
Domestic Sukuk 18.9 15.6 324
Private Placement - -
Global Bonds 25.0 30.5 39.0
Yankee Bond 25.0 214 39.0
Global Sukuk 9.0 -
Samurai Bond - -
Total Gross Issuances 161.9 204.6 254.8 2705 2432
Net Issuances
Domestic Bonds 136.9 1741 204.1
Global Bonds 25.0 305 39.0
Subtotal Net Issuances 161.9 204.6 2431
Redemption + Buybacks -70.7 -83.6 -120.2 -111.4 -84.7
Total Net Issuances 911 1211 134.6 159.6 158.5

Source: Indonesia DMO, IBPA Estimates
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Ownership Profile

Figure 6 Government Bond Ownership Profile (2009 - June 2013)

49 5.7% 4.8% 6.9% 3.3% ia
g ;102 2.7% 320z 3360 M Securities

M Pension Fund
o 12.9% 10.2% 14.2% M Bank Indonesia
270

W Mutual Fund
18.6% 30.8% 33.0%
S0 Others

Insurance

M Foreign

33.9% 36.6% 36.5%

m Commercial Bank

2009 2010 2011 2012 End of June

2013

Source: Indonesia Debt Management Office

Table 16 Government Bond Ownership (2009 — June 2013)

Government Bonds

Commercial banks, foreigners and insurances
still dominated for more than 80% of govern-
ment bonds ownership profile in 2012. The
ownership portion of commercial banks de-
creased slightly at the end of 2012, from
36.63% in 2011 to 36.53%. In the meantime,
Foreign investors ownership increased from
Rp222.86 trillion (30.80%) at 2011 to Rp270.52
trillion (32.98%) at the end of the year 2012.
Pension fund ownership also increased from
Rp34.59 trillion (4.75%) to Rp56.46trillion
(6.88%)).

Corporate Bonds

Contrary to the government bonds, local in-
vestors dominate the corporate bonds

Institution 2009 2010 2011 2012 ;g;g ownerships. Local insurance, mutual fund and

Commercial Bank 254.36 217.27 265.03 299.66 31434 pension fund togethe_r take for 63% of corpo-

rate bonds ownership at the end of 2012.

Foreign 108.00 195.76 222.86 27052 28296 Foreign investor ownership increased from

Insurance 7258 7930 9309 8342 12638 4.94% in the end of 2012 to 7.59% in the end

Others 41.12 43.43 53.05 63.64 65.99 of June 2013.
Mutual Fund 45.22 51.16 47.22 43.19 39.61
Bank Indonesia 22.50 17.42 7.84 3.07 29.13
Pension Fund 37.50 36.75 34.39 56.46 29.11
Securities 0.46 0.13 0.14 0.30 0.99
Total 581.74 641.22 723.61 820.27 888.51
Source: Indonesia DMO in trillion Rp
Table 17 Corporate Bond Ownership (2010 — June 2013)

o June
Institution 2010 2011 | 2012 b
Insurance 27.33 31.27 44.90 52.19
Mutual Fund 22.02 28.79 41.66 42.44
Financial Institution 18.61 21.73 30.13 38.62
Pension Fund 28.08 29.61 34.79 37.53
Foreign 2.50 253 2511 15.83
Corporate 542 6.08 9.30 13.43
Individual 2.38 2.06 4.73 457
Foundation 147 153 2.28 313
Securities Company 041 0.76 1.04 0.74
Others 231 344 0.01 0.14
Total 110.53 127.79 193.96 208.62
Source: KSEI in trillion Rp
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Listing Date

Maturity Date

FRO037 S
ISIN CODE : IDG000006800 May-06 May-09 May-12 May-15 May-18 May-21 May-24
Volume TRADING ACTIVITIES Frequency Trading Activities, 2012 2013
750 35 Price and Yield Q1 Q2 Q3 Q4 Q1 Q2
9 mVolume o Volume (Rp bn) 604 183 713 587 205 291
M Frequency Frequency (X) 34 11 10 23 13 15
450 21 Trading days 10 8 3 8 5 8
Turnover Ratio (%) 98.66 29.95| 11641 95.77 3340 47.55
20 7 4 CTP Price - High 162.0000 {151.2500 {153.7500 |157.7100 |156.7500 | 153.7500
150 4 L Date 16-Feb | 03-Apr 27-Jul| 20-Dec| 10-Jan| 16-Apr
CTP Price - Low 148.5000 |144.9000 |152.0000 |115.1800 |153.5000 | 135.0000
- - Date 04-Jan| 06-Jun| 12-Sep| 16-Oct| 17-Jan| O01-Apr
Q1-12 Q2-12 Q3-12 Q4-12 Ql1-13 Q2-13 IBPA Fair Price 151.1360 |147.7860 |152.1133 |157.5381 |153.2318 | 136.9304
IBPA Fair Yield (%) 64933 | 6.7241| 63248 | 58414| 6.1340 7.5352
Price PRICE AND YTM MOVEMENT YTM (%) Last Date 30-Mar | 29-Jun| 28-Sep| 28-Dec| 28-Mar 28-Jun
168 80 Mod. Duration (yrs) 8.211 7.909 8.086 7.967 7.951 7.372
Convexity (yrs) 94919 | 89864 | 91.257| 89.318| 87.507 78.244
157 A - 7.0 Sensitivity (%) 0.082 0.079 0.081 0.080 0.080 0.074
146 - - 6.0
135 5.0
124 4.0
113 : | R | | 30
Q1-12 Q2-12 Q3-12 Q4-12 Q1-13 Q2-13 /
® CTP Highest Price ® CTP Lowest Price @ Highest Price = Lowest Price
IBPA Fair Price YTM
FR0038 Listing Date Maturity Date
ISIN CODE : IDG000007006 Aug-06  Aug-08 Aug-10 Aug-12 Aug-14 Aug-16  Aug-18
Volume TRADING ACTIVITIES Frequency Trading Activities, 2012 2013
1250 - 75 Price and Yield Q1 Q2 Q3 Q4 Q1 Q2
6T HVolume . Volume (Rp bn) 1,247 93 79 184 266 335
H Frequency Frequency (X) 69 21 25 23 35 34
750 45 Trading days 24 15 13 14 12 18
Turnover Ratio (%) 170.79 12.80 10.82 25.21 36.41 48.13
500 1 30 CTP Price - High 138.6000 {133.5000 {131.0600 |132.5000 |132.6100 | 130.9600
250 1 L 15 Date 15-Feb | 03-Apr| 02-Aug| 19-Dec| 23-Jan| 29-Apr
CTP Price - Low 100.0000 {127.0000 |128.0100 | 128.2000 |130.4500 | 100.0000
- - Date 22-Mar | 30-May | 31-Aug| 16-Oct| 28-Mar| 02-May
Ql-12 Q2-12 Q3-12 Q4-12 QI-13 Q213 IBPA Fair Price 132.5802 [130.8931 |129.6542 | 133.4285 | 130.8227 | 121.9664
IBPA Fair Yield (%) 54770 | 55769 | 5.6074| 47617 | 4.9995 6.4946
Price PRICE AND YTM MOVEMENT YTM (%) Last Date 30-Mar | 29-Jun| 28-Sep| 28-Dec| 28-Mar 28-Jun
143 90 Mod. Duration (yrs) 4.746 4.497 4.448 4.252 4.181 3.865
Convexity (yrs) 28792 | 26368 | 25193| 23377| 22107 19.438
134 - 8.0 Sensitivity (%) 0.047 0.045 0.044 0.043 0.042 0.039
125 ) 7.0
He M lf o0
107 ’\ £y 5.0
N Sepred Y
98 % : : : : 40
Q1-12 Q2-12 Q3-12 Q4-12 Q1-13 Q2-13
® CTP Highest Price ® CTP Lowest Price © Highest Price = Lowest Price

IBPA Fair Price  YTM
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Corporate Bond and Sukuk

Bond Code
ISIN Code

Series Name Listing

Maturity

Rating

Outstanding* Issue Term Outlook

Coupon )
Trustee Underwriter

Structure

90. RMBA PT Bentoel International Investama Tbk. 5. Consumer Goods Industry | 52. Tobacco Manufacturers
Standard Chartered Sec. Ind.
RMBAO1 Obligasi Bentoel I Tahun  28-Nov-07 27-Nov-12 AAA(idn) Fixed 10.50% Bank CIMB Mandiri Sekuritas M
IDA000035406 2007 1,350,000 5 years - U Niaga Tbk. DBS Vickers Sec. Ind.
CIMB Securities Indonesia
91. ROTI PT Nippon Indosari Corpindo Tbk. 5. Consumer Goods Industry | 51. Food And Beverages
ROTIOICN1  Obligasi Berkelanjutan I -Jun- -Jun- idAA- Bank M
1 igasi Berkelanjutan 12-Jun-13  11-Jun-18 idAA Fixed 8.00% ank Mega BCA Sekuritas 529
IDA000058705 ROTI Tahap I Tahun 2013 500,000 5 years Stable Thk.
92. SANF PT Surya Artha Nusantara Finance 8. Finance | 82. Financial Institution
Bank Rakyat NISP Sekuritas
SANF02A Obligasi SAN Fi I -Jan- -Jan- idAA-
1. T TlghaSI 2012 ;naf\;e 2;‘5?3021 21 GRS ISTA;\I Fixed 7.20% Indonesia HSBC Securities Indonesia M
ahun eri
! years able (Persero) Tbk. Standard Chartered Sec. Ind.
Bank Rakyat NISP Sekuritas
SANF02B Obligasi SAN Fi I -Jan- -Jan- idAA-
2. AGERIEaE T|g:5| 2012 g\arlche 214?3021 2(; Jan-14 IS(:A;\I Fixed 7.70% Indonesia HSBC Securities Indonesia 534
ahun eri
! years able (Persero) Tbk. Standard Chartered Sec. Ind.
Bank Rakyat NISP Sekuritas, HSBC
SANF02C Obligasi SAN Fi I -Jan- -Jan- idAA-
3. TN T|g:5| S |Snar-1cce 2;‘0;33021 2(; CELE) IS(:A;\I Fixed 8.40% Indonesia Securities Indonesia, 534
ahun eri
! years able (Persero) Tbk. Standard Chartered Sec. Ind.
Bank Rakyat Indo Premier Securities
SANFO1A Obligasi SAN Fi I -Jan- -Jan- idAA-
4, e TlghaSI 2011 |Sna-n;e zfojsagoi)l 3(])- IR ISTA;\I Fixed 7.70% Indonesia OSK Nusadana Sec. Ind. M
ahun eri
! years able (Persero) Tbk. NISP Sekuritas
Bank Rakyat Indo Premier Securities
SANF01B Obligasi SAN Fi I -Jan- -Jan- idAA-
5. TR TlghaSI 2011 |Sna-n;e zfojfgoi)l 22 GRS ISTA;\I Fixed 8.90% Indonesia OSK Nusadana Sec. Ind. M
ahun eri
! years able (Persero) Tbk. NISP Sekuritas
Bank Rakyat Indo Premier Securities
SANF01C Obligasi SAN Fi I -Jan- -Jan- idAA-
6. ORI T|ghaS| 2011 |Sna-n(c:e 2?9?3021 253 Jan-14 IS(:A;\I Fixed 9.30% Indonesia OSK Nusadana Sec. Ind. 535
ahun eri
! years able (Persero) Tbk. NISP Sekuritas
93. SCTV PT Surya Citra Televisi 9. Trade, Services & Investment | 95. Advertising,Printing & Media
Mandiri Sekuritas
SCTV02 Obligasi S Cit -Jul- -Jul- i Bank CIMB
1. '9?5' uryatitra UL R fela: Fixed 10.95% z?n DBS Vickers Sec. Ind. M
IDA000034300 Televisi Il Tahun 2007 575,000 5 years Stable Niaga Tbk. . .
Batavia Prosperindo Sek.
94. SDRA PT Bank Himpunan Saudara 1906 Tbhk. 8. Finance | 81. Bank
1 SDRAO1A Obligasi Bank Sau<‘jara I 2-Dec-11  1-Dec-13 idBI-3I-3+ Fixed 11.95% Bank Permata Krzjz-sna‘Graha Sékurindo 539
IDA0000495A4 Tahun 2011 Seri A 75,000 2years  Positive Tbk. Victoria Securities Ind.
5 SDRAO1B Obligasi Bank Sau<‘jara I  2-Dec-11  1-Dec-14 idBI-3I-3+ Fixed 11.75% Bank Permata Krzjz-sna‘Graha Sékurindo £40
IDA0000495B2 Tahun 2011 Seri B 175,000 3years  Positive Tbk. Victoria Securities Ind.
Obligasi Subordinasi
SDRAO1SB -Nov- -Nov- i Bank P t Victoria Securities Ind.,
3 Bank Saudara I Tahun 30-Nov-12  29-Nov-16 |dBI-3I-3+ Fixed 12.625% ank Permata ic c?na .ecurl ies n : c10
IDA000055305 2012 200,000 4 years Positive Tbk. Woori Korindo Securities
4 SDRA02 Obligasi Bank Saudarall  30-Nov-12 29-Nov-17 idB-B-B Fixed 11.75% Bank Permata Victc?ria S‘ecurities Ind =
IDA000055206 Tahun 2012 100,000 5years  Positive Tbk. Woori Korindo Securities
95. SIMP PT Salim Ivomas Pratama Tbk 1. Agriculture | 12. Plantation
8 . Danareksa Sekuritas
Sukuk Jjarah Salim
SIKSIMPO1 o 2-Dec-09  1-Dec-14 idAA Ijarah Fee Bank Mega CIMB Securities Indonesia
1. Ivomas Pratama I Tahun . . 545
1DJ000003702 2009 278,000 5 years Stable Rp32.387 billion Tbk. Kim Eng Sec.
Mandiri Sekuritas
Danareksa Sekuritas
5 SIMPO1 Obligasi Salim Ivomas 2-Dec-09  1-Dec-14 idAA(sy) Fixed 11.65% Bank Mega CIMB Sécurities Indonesia c46
IDA000042402 Pratama I Tahun 2009 452,000 5 years Stable Tbk. Kim Eng Sec.

Mandiri Sekuritas



















TRADING VOLUME BY SERIES (IN BILLION RP) - YEAR 2012

Q1-2012 Q2-2012 Q3-2012 Q4-2012 Outstanding in Year 2012

Turnover

BBTN12 12.4%
BBTN13A || 6.0%
BBTN138 [l 10.3%
BBTN13C 12.0%
BBTN14 495 46/ 92 IS0 46.2%
BBTN15 | o | 13.5%
ENCIGNGR 104 | 297 EEER 47.9%

- 260 460 6(I)O s(I)o 1,600 1,250 1,41100 1,éoo 1,500 2,0|00




Description Peer Group

PT Bank Tabungan Negara (Persero) Tbk. focuses '\ Company Total Revenue Net Profit  Revenue
on the housing finance, particularly through the (Ro Bil) Margins (%) Growth (%)
Home Ownership Loan (mortgage), both - -

Subsidized Mortgages for lower-middle segment 1. PT Bank Tabungan Pensiunan Nasional Tbk. 9,293 213 245
as well as Non-Subsidized Mortgages for middle 2. PT Bank Permata Tbk. 9,185 14.9 19.2
and upper segments. Nowadays, the business focus 3. PT Bank Tabungan Negara (Persero) Tbk. 8,818 155 16.7
of Bank BTN is accentuated in three sectors:

Mortgage & Consumer Banking, Housing & 4. PT BPD Jawa Barat dan Banten Tbk. 6,795 17.6 13.7
Commercial Banking, and Sharia Banking. 5. PT Bank Bukopin Tbk. 5,126 16.3 11.0

Loan Products consist of Subsidized Mortgages, Financial Staternent as of Fiscal Year 2012

Non Subsidized Mortgages and Other Consumer
Loans. Deposit Products consist of 3 types, namely:  Historical Corporate Ratings
Demand Deposits, Savings and Time Deposits.

As of June 30, 2012, Government of Indonesia held No. Rating Agency Rating Rating Status Rating Date Outlook

60.15% of the Bank's shares, while the remaining

. 1. Pefindo idAA Affirmed 28-Feb-13 Stable

39.85% was owned by public.
2. Pefindo idAA Affirmed 6-Mar-12 Stable
Financial Analysis 3. Pefindo idAA Affirmed 11-Apr-11 Stable
PT Bank Tabungan Negara (Persero) Tbk. booked a 4. Pefindo idAA Upgraded 9-Mar-11 Stable
22% increase in net profit last year, earning Rpl.4 5. Pefindo idAA- Affirmed 10-Mar-10 Stable
trillion. The increase is due in part to the state-
, o i . .

owned bank’'s 25% rise in net interest income to SWOT Analysis

Rp4.7 trillion. It is also in line with the increased net
interest margin to 5.83%from 5.76% the year

before. The increase in net interest margin was Strengths Weaknesses
attributable to the lessening cost of funds and
increased operational earnings of Rpl.9 trillion in
2012, including increased fee-based income of
Rp577 billion. The bank also posted a growth in its
total assets from Rp89.1 trillion to Rp111.7 trillion,
as the amount of loans disbursed grew from Rp62.6
trillion to Rp80.4 trillion. BTN recorded an increase
in net non-performing loans from 2.23% to
3.12%. The NPL increase was attributable to the
increased amount of installments that customers
had to pay, especially for subsidized mortgage

loans. Opportunities n Threats

Strong and proven support from the | ® Less diversified funding profile
controlling shareholder.

Very strong business position in

mortgage loan segment

= Increasing purchasing power = Intense competition in non-subsidized
= Growing need for a decent home in mortgage loan segment
line with growing population in ® Economic downturn and rising
Indonesia inflation

= Stiff competition from bank and
nonbank financial institution




Bond Market Institution

Indonesia Financial Services Authority
(Otoritas Jasa Keuangan/OJK)

The Indonesia Financial Services Authority
(OJK) was established in 2011 under the Act
No. 21 of 2011. OJK is new independent finan-
cial institution, which will take over several
regulatory and supervisory authorities previ-
ously held by Bank Indonesia and the Capital
Market and Financial Institution Supervisory
Agency (Bapepam-LK). The functions and au-
thorities of the Ministry of Finance that are
performed by Bapepam-LK have been trans-
ferred effectively to the OJK by 31 December
2012, while Bank Indonesia’s authority over
the banking industry will be transferred on 31
December 2013. The OJK regulates and super-
vises activities in the financial sector including:
banking, financial markets, insurance and re-
insurance, pension funds, financing institu-
tions, and other types of financial service
institutions.

OJK is funded from the State Budget and/or
fees (levy) from parties who conduct their
businesses in the financial services sector.
With the objective to promote and organize a
system of regulations and supervisions that is
integrated into the overall activities in the
financial services sector, OJK has the authority
to ensure that the overall activities within the
financial services sector are implemented in an
organized, fair, transparent and accountable
manner, promotes a financial system that
grows in a sustainable and stable manner, and
protect the interest of consumer in the Finan-
cial Market. Moreover, the OJK also has the
authority to issue a permit for the establish-
ment of a bank and supervise all bank
activities (bank business plans, mergers, con-
solidations and acquisitions, and articles of
association), regulate and supervise a bank’s
financial health (capital ratio, liquidity, re-
serves, reports, and accounting standards),
and assess prudence such as risk manage-
ment, bank governance, and know your

customer (KYC) principles in order to prevent
money laundering, terrorism and banking
crimes. These authorities will no longer be
held by Bank Indonesia although the OJK can
coordinate with Bank Indonesia and other
financial institutions in deciding issues. The
OJK can also impose sanctions on parties in
the financial sector.

Indonesia Stock Exchange (IDX)

Indonesia Stock Exchange (IDX) or Bursa Efek
Indonesia (BEl) is a stock exchange based in
Jakarta, Indonesia. It was previously known as
Jakarta Stock Exchange (JSX) before its name
changed in 2007 after merging with Surabaya
Stock Exchange (SSX). IDX provides services
for stock brokers and traders to trade stocks,
bonds, and other securities. Securities traded
on IDX include shares issued by companies,
unit trusts, derivatives, pooled investment
products and bonds. To be able to trade a
security on IDX, it must be listed first. The
initial offering of stocks and bonds to inves-
tors by definition called primary market and
subsequent trading by definition called sec-
ondary market.

Indonesia Securities Depository and
Settlement Institution (KSEI)

PT Kustodian Sentral Efek Indonesia (KSEl) is a
Securities Depository and Settlement Institu-
tion (LPP) in Indonesia Capital Market that was
established in Jakarta on December 23, 1997
and obtained its operational license on No-
vember 11, 1998. In Indonesia Capital Market
structure, KSEl is one of the Self-Regulatory
Organizations (SROs), in addition to the Stock
Exchange and Clearing & Guarantee Institu-
tion. KSEIl, pursuant to the provisions under
Law Number 8 Year 1995 regarding Capital
Market, takes its role as LPP in Indonesia Capi-
tal Market by providing orderly, fair and
efficient Securities Central Depository and
Transaction settlement services. KSEI shares
are owned by its service users, namely: the
SROs (PT Bursa Efek Indonesia and PT Kliring
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