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Preface

The monthly report of Indonesia Investments is written and published by Van Der
Schaar Investments B.V., located in Delft, the Netherlands. The report aims to inform
the reader of the latest, most relevant, political, economic and social developments
in Indonesia as well as those crucial international developments that impact on the

economy of Indonesia or on its politics.

Our reports are intended for a diverse audience, including individual and corporate

investors, financial market participants, diplomats, policymakers, decision-makers,

academics, journalists, and analysts.

The website www.indonesia-investments.com is the key reference and access point

for gaining knowledge about the markets, economy, business sectors, politics, and
cultures of Indonesia. This online platform is owned by Van Der Schaar Investments

B.V,, a privately-held investment company (Ltd.) that was established in 2009 but
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stands in a tradition that stretches back to urban development in the Dutch capital

city of Amsterdam in the early 20th century.

We offer two types of subscriptions (or individual purchases):

(1) Weekly updates + monthly reports; on average we send one or two analyses of
relevant subjects per week (“weekly updates”) to make sure that our audience gets
the latest and most relevant news quickly (and complete with an analysis). These

updates also form the basis of the forthcoming monthly report (in which the topics

are usually discussed in more depth as we have more time to make an analysis).

(2) Monthly reports only; usually between the 2rd and 5t of the month, we release
our monthly report. As mentioned above, this report discusses the most relevant
economic, political, and social developments that took place in Indonesia (or global

developments that impact on Indonesia) in the preceding month.

1) Price Overview Weekly Updates + Monthly Reports:

1 month IDR 200,000 USD $15 EUR €15

3 months IDR 570,000 USD $41 EUR €35

6 months IDR 1,080,000 USD $77 EUR €65
12 months IDR 2,040,000 USD $146 EUR €124
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2) Price Overview Monthly Reports Only:

1 edition IDR 150,000 USD $11 EUR €11
3 editions IDR 428,000 USD $31 EUR €26
6 editions IDR 810,000 USD $58 EUR €50

12 editions IDR 1,530,000 USD $110 EUR €95

To purchase an edition of our monthly report (or to subscribe for a longer period),
you can inquire about further details via email - info@indonesia-investments.com -
or by phone: +62(0)882.9875.1125 or +62(0)8788.410.6944 (including WhatsApp
text messages). Also for general questions, comments and any other feedback we

can be contacted through email and telephone.

Content and photography in our monthly reports are copyright of Van Der Schaar
Investments B.V. (all rights reserved) except when indicated otherwise or obtained
from Pixabay. Our permission is needed by those who want to publish or distribute

(parts of) the content or photography in our reports (Dutch law applies).1

This also means that our reports cannot be shared with (or distributed to) others

(which would be a copyright infringement). We therefore offer a special corporate

1 CV Indonesia Investments owns the exclusive right to sell and distribute reports of Indonesia

Investments on the markets in the Asia-Pacific (including Indonesia).

© Van Der Schaar Investments B.V. www.indonesia-investments.com



subscription to those companies/institutions that seek to distribute our updates and

monthly reports among their staff-members and/or boards:

Price Overview Corporate Subscriptions:

1 month IDR 1,500,000 USD $100 EUR €95
3 months IDR 3,600,000 USD $240 EUR €230
6 months IDR 5,400,000 USD $360 EUR €340
12 months IDR 7,200,000 USD $480 EUR €450

We also offer a distributor subscription for those institutions that want to distribute

our reports to (paying) members within their network. For example, a chamber of

commerce that buys this subscription is allowed to distribute our monthly reports

to those (paying) companies/institutions within its network. Just like the corporate

subscription, a distributor subscription always includes both weekly updates and

monthly reports.

Price Overview Distributor Subscriptions:

1 month IDR 4,000,000 USD $275 EUR €225
3 months IDR 8,000,000 USD $600 EUR €550
6 months IDR 15,000,000 USD $1,100 EUR €1,000

12 months IDR 25,000,000 USD $1,800 EUR €1,600
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Back issues can be ordered through email (info@indonesia-investments.com) or by
phone (+62[0]882.9875.1125 or +62[0]8788.410.6944). Reports released over a

year ago are available at attractive discounts.

Disclaimer

Lastly, we would like to emphasize that - although we strive to present accurate, up-
to-date, and objective information in our reports - Indonesia Investments cannot
guarantee the accuracy of all data and information that is included. We also do not
intend to provide legal, investment, tax, or accounting advice through the contents
of this report, and therefore the reader should not perceive this report as such. In
short: Indonesia Investments cannot be held responsible for decisions based on the

content of this report.

Return to Table of Contents
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Introduction - May 2022 Report

[t is now about one month after the national Idul Fitri holiday when millions of city-
dwellers travelled by air, road, rail and water back to their places of origin to spend
a couple of days with their (extended) families. The positive news is that this huge
movement of people did not lead to an increase in the number of COVID-19 cases in
Indonesia. And so, it certainly seems that the health threat has vanished, especially

considering Indonesian hospitals have been empty for the past nine months or so

(for example, the bed occupancy ratio, or BOR, in the province of West Java currently
stands at 1.41 percent; in fact, a ridiculously low ratio). But does this mean that life

(and the economy) will not be disrupted anymore by COVID-19?

Confirmed COVID-19 Cases in Indonesia up to 1 June 2022:

10.000
0

Mar 2, 2020 Aug 8, 2020 Nov 16,2020 Feb 24,2021 Jun4,2021 Sep 12,2021 Dec 21,2021 May 31,2022

Source: www.ourworldindata.org/covid-cases
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Well, this is where we are a bit pessimistic. From the beginning, governments have
fully committed themselves to vaccination programs for almost entire populations,
using billions and billions of dollars (or the equivalent in other currency) to order

COVID-19 vaccines. Global leaders and policymakers seem unwilling to announce

the end of the pandemic unless the entire world has received COVID-19 vaccines.

The problem with this stance is that it has been confirmed in international studies
that vaccine-induced protection (anti-bodies and T-cells) starts waning after around
three months, and has gone after around six months after vaccination. That explains
why many people who are fully vaccinated eventually become infected again (with
or without symptoms), and therefore governments started their booster programs.
But this is bound to become a never-ending cycle because well before all people on
the planet are vaccinated (or had their latest booster jab), there are over a billion of
others who effectively return to the ‘unvaccinated status’ as they had their booster

shot more than six months ago. It simply becomes a permanent (logistical) crisis.

And we should also ask ourselves: is there still a health crisis today like there was in
2020 and the first half of 20217 If we take a look at Indonesia, we see that hospitals
have been more-or-less empty after the Delta wave had spread across the country,
signalling that Indonesia managed to achieve strong herd immunity starting from
mid-July 2021 onward, when less than six percent of the Indonesian population had

been fully vaccinated.
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Even the highly contagious Omicron wave that peaked in mid-February 2022 caused
no problems for Indonesia. Indeed, positive test results increased quite steeply, but
Indonesian hospitals stayed empty. Meanwhile, compared to those countries where
vaccination programs ran smoothly due to their smaller population sizes, we do not

detect excessive death rates in Indonesia over that period.

However, rather unfortunately, we never hear Indonesian government officials or
mainstream media discuss or address this topic. Instead, the focus on vaccination is
maintained while all data and evidence that fail to support this narrative are simply

ignored.

Considering the World Health Organization (WHO) continues to regard vaccines as

the sole solution to “mitigate the public health and economic impact of the COVID-

19 pandemic”, and considering it is quite likely that COVID-19 becomes a seasonal
phenomenon (just like influenza) - implying that new waves are going to occur - the
threat of being in a state of permanent crisis is there. The only positive matter is that

it is not a health crisis the world will be facing, but a logistical one.

A glimmer of hope originates from China where restrictions were eased in Shanghai
after two months of very harsh lockdowns. While various tight restrictions are kept
in place, it does seem to be a sign that Chinese policymakers have become aware that

a zero-COVID-19-tolerance approach is simply impossible to maintain. The opening
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of society in China will probably need to be executed in a gradual manner because

any drastic changes would more-or-less be an acknowledgment by authorities that

previous policies were a costly failure.

It's also interesting to mention that we detected some support in the West for a more

radical change in stance toward viruses. For example, this article in The Economist

discusses the idea to treat the ordinary flu like COVID-19, instead of the other way
round because influenza Kills hundreds of thousands of people, each year. But, if we
start treating flu like COVID-19 what would this mean? Seasonal social and business
restrictions to prevent the spread of flu? Flu vaccination (booster) shots for (almost)
entire populations? Travel restrictions if people fail to take a seasonal booster shot?

It feels as if the world would be pulled into a permanent state of crisis.

While we do not know to what extent such articles and discourse are encouraged by

the pharmaceutical industry, or, by certain radical streams in Western society (those

who apparently do not accept death), we do see on social media platforms that there
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actually exists some support for such views in the West; views that may be imported

into Indonesia.

What Else Happened in May 20227

Overall, May 2022 felt like a relatively quiet month for Indonesia. Perhaps, this was
also related to the week-long national holiday at the beginning of May 2022. And yes,
when Indonesian markets reopened on 9 May 2022, very heavy pressures emerged
on Indonesian assets due to external factors (particularly monetary tightening in the

USA). However, recovery kicked back in quite quickly.

Palm Oil Export Ban

Moreover, the highly controversial palm oil and cooking oil export ban was lifted by
the Indonesian government on 23 May 2022 (after a three-week period). Indonesian
President Joko Widodo responded to the removal of the ban stating that “supplies of

bulk cooking oil had now reached a level greater than needed”.

However, in the field, bulk cooking oil prices are yet to recede to the targeted IDR

14,000 per liter level. If we take alook at the Trade Ministry’s online food monitoring

system, then the price of bulk cooking oil was at IDR 16,500 per liter on 1 June 2022.

On a positive note, this is an improvement from the level of IDR 17,300 per liter on
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1 May 2022. President Widodo further added that “I believe in coming weeks prices

[of cooking oils] will be more affordable”.

After the palm oil export ban was lifted the Indonesian rupiah appreciated markedly
in the following days. Obviously other forces are at play too but we do assume that
rupiah weakness in the last week of April 2022 (with the ban being announced on
23 April 2022 before coming into effect on 28 April 2022) and rupiah weakness in

the first three weeks of May 2022 was particularly influenced by this export ban.

In our opinion it will be particularly interesting to see what damages have been done
to the May 2022 trade balance of Indonesia by the three-week export ban (the trade
data are to be released by Badan Pusat Statistikin mid-June 2022) as palm oil is one
of the biggest export items for Indonesia. Another concern is that overseas buyers
will turn to Malaysian palm oil as deliveries from Indonesia become ‘too’ uncertain.
Considering prices of bulk cooking oils on the Indonesian market are still not at the
target level, who knows President Widodo will impose another palm oil export ban

next month? It is a thought that might be in prospective buyers’ minds.

Public Energy Spending & Monetary Policy

Another interesting news item in May 2022 was that the House of Representatives

(or DPR) approved a cabinet request to raise the government’s energy subsidies and
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energy compensation payments by nearly USD $20 billion to keep subsidized energy
prices unchanged in 2022, thereby trying to curb inflation. But, interestingly enough,
no new debtis needed to fund these additional energy subsidies. Indonesian Finance
Minister Sri Mulyani Indrawati stated in Indonesian media that government revenue
is so much better than initially projected amid high global commodity prices and the
world’s economic recovery from the COVID-19 crisis that additional energy subsidy
spending can be funded through this windfall in revenue. This is a topic we discuss

in more detail in this May 2022 report.

And with the central government absorbing part of inflationary pressures through
additional energy spending, the central bank (Bank Indonesia) can stay well behind
the curve in terms of raising its benchmark interest rate, thereby allowing economic
activity to blossom. Contrary to our earlier projection - although additional energy
spending had not been announced when we made the projection - Bank Indonesia

kept its key interest rate at 3.50 percent at its May 2022 monetary policy meeting.

So, overall, Indonesia seems to be in a strong position at the moment. However, we
do need to remind ourselves that energy subsidies are not a structural solution (it
might simply be an expensive way to postpone an acceleration in inflation only). In
fact, spending nearly USD $20 billion to allow cheap energy prices does also imply a
range of missed opportunities (like we saw in the 2000s commodities boom when

the government under the leadership of Susilo Bambang Yudhoyono refrained from
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imposing structural reforms despite the windfall in revenue). While on the one hand
we are a bit milder on the Indonesian government’s decision to add USD $20 billion
to keep certain energy prices low amid the very high degree of uncertainty in today’s
world (and inflation is indeed a massive threat in the world today), we also want to
remind that the windfall in revenue needs to be used productively to encourage the
development of a national economy that enjoys strong fundamentals in times of low
global commodity prices. To accomplish this, investment is needed in human capital,
import-substitution industrialization, and value-added industrialization (that also

manufactures goods that are exported to overseas destinations).

If there indeed will be a high commodity price cycle throughout the 2020s, Indonesia
should really take advantage of the occasion. If it fails to seize the opportunity, then
this decade may become known as the ‘decade of missed opportunities’ (similar to

the 2000s).

Richard van der Schaar, MA Indonesian Studies

Managing Director

Indonesia Investments

Yogyakarta, Indonesia INDONESIA
; thatll INVESTMENTS
June 2022
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Coronavirus Tips: How to Protect Yourself & Others

Immunization programs are ongoing but in case you have fragile health or a medical
condition it’s important to remain careful to avoid becoming infected with COVID-19

or infect others who have fragile health.

You can protect yourself and help prevent spreading the virus to others if you:

- - Cover your nose and mouth with a (disposable) tissue or
| ; flexed elbow when you cough or sneeze. Wear a face mask

(N when going outside (this won’t stop aerosols unfortunately

'
‘ / A but should prevent the larger droplets from spraying).

- Strengthen your immune system; people who are healthy
(which are usually young people) may not even notice that
they are infected with COVID-19. The trick here is that their
immune system is stronger (generally). Therefore, now is
the time to take some efforts to strengthen your immune
system by eating healthy (fruits and vegetables each day),
and get some sunshine in the morning for your vitamin D.
Also do not forget to exercise! Taking enough time to sleep

and avoiding stress are also crucial to improve the immune |

system. Lastly, it is highly recommended to quit bad habits,

most notably: smoking!
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- Ventilation; make sure that rooms inside houses, apartments, and buildings are
properly ventilated as a COVID-19 infected person can spread aerosols so small that
a facemask cannot prevent them from going into the air or from going into the lungs
of someone who wears a facemask. Ventilation systems need to get a good supply
of fresh air from outside and/or use a good filter. It is also advised to open windows

or doors in closed spaces so there is a good supply of fresh air.
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