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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 key international developments that impact on the economy of Indonesian
or its politics.
Our monthly reports are intended for a wide audience, including individual and corporate
investors, financial market participants, policy makers, journalists, diplomats, academics,
and analysts.

The website of Indonesia Investments is the key reference and access point for gaining
knowledge about Indonesian markets, the economy, and cultures. The website is owned
by Van Der Schaar Investments B.V., a privately-held investment company (Ltd.) which
was established in 2009 but stands in a tradition that stretches back to urban development
in the Dutch capital city of Amsterdam in the early 20th century. For more information
about Indonesia Investments, please visit: www.indonesia-investments.com.
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To purchase our monthly report (or to subscribe), you can request for further (payment
and subscription) details by sending an email to info@indonesia-investments.com or by
contacting the following phone number +62.8788.410.6944 (incl. WhatsApp messages).
For questions, comments, and other feedback we can also be contacted through these two
channels.

Price Overview Monthly Reports – Individual Subscriptions:
1 edition (one month)
3 editions (three months)
6 editions (six months)
12 editions (one year)

IDR 150,000
IDR 450,000
IDR 900,000
IDR 1,800,000

USD $10
USD $30
USD $60
USD $120

EUR €10
EUR €30
EUR €60
EUR €120

Both content and photography in this report is copyright of Van Der Schaar Investments
B.V. (all rights reserved) except when indicated otherwise. Our permission is required by
those who want to publish or distribute (part of) the content or photography in our reports
(Dutch law applies to this monthly report). It also implies that our reports cannot be shared
or distributed among the workers or management within a company or other organization
(electronic rights). We therefore offer corporate subscriptions to companies/ institutions
that want to distribute our reports among their staff-members and/or boards:

Price Overview Monthly Reports – Corporate Subscriptions:
1 edition (one month)
3 editions (three months)
6 editions (six months)
12 editions (one year)

IDR 1,500,000
IDR 3,600,000
IDR 5,400,000
IDR 7,200,000
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USD $100
USD $240
USD $360
USD $480

EUR €100
EUR €240
EUR €360
EUR €480
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Back issues can also be purchased by contacting us at info@indonesia-investments.com
or +62.(0)8788.410.6944. Reports that were released more than a year ago are available
at attractive discounts.
Lastly, we would like to emphasize that - although we strive to present accurate, up-todate, and objective information to the reader - Indonesia Investments cannot guarantee
the accuracy of all data that is included in this report.
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Introduction
Overall, November felt like a tranquil month for Indonesia this year, especially in terms
of politics. Perhaps such tranquility is the consequence of defeated presidential candidate
Prabowo Subianto having suddenly thrown his support behind Indonesian President Joko
Widodo in the preceding month, implying that there is now no significant opposition in
the House of Representatives (DPR). This should also be the key reason why political and
religious tensions have taken a backseat. The people and investors now seem to wait and
see first for the actions of the new cabinet that was sworn in October 2019 (with Subianto
as Defence Minister).
Moreover, most of the ministers in Widodo’s second cabinet (labelled Kabinet Indonesia
Maju, or ‘Progressive Indonesia Cabinet’) are newcomers and – as usual – new ministers
need some time (usually a month or two) to adjust and obtain in-depth information about
their ministries’ programs and targets before they can put their own mark on the job. It is
also vital to have sound communication between ministries at the start of this new journey
in order to coordinate economic and social programs. This may also explain why it has
been a tranquil month.
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Also at Indonesia Investments we are in a wait-and-see stance while wondering whether
the composition of Widodo’s second cabinet (2019-2024 period) is an example of a genius
strategic move – uniting Indonesia by embracing growing conservative Islam in society
(in the form of Vice-President Ma’ruf Amin) and by embracing the ghost of the corrupt
and authoritarian New Order regime (in the form of new Defence Minister Subianto), and
thereby assembling a massive majority coalition that has the political power (although not
necessarily the will) to impose far-reaching and much-needed structural reforms that will
strengthen the Indonesian economy in the long term.
However, there is also the chance that the cabinet will implode due to conflicting political
interests and egos. What comes to mind when writing this last sentence is former President
Soekarno’s experiment in the early 1960s to unite Nationalism, Religion and Communism
in one political ideology (known as Nasakom). This experiment failed as all sides greatly
distrusted each other, while the national army (which had been shut out from the Nasakom
ideology by Soekarno) was waiting to make a political comeback. The army’s comeback
would indeed be big (and fatal) in the mid-1960s, purging the country of all leftist groups
and influences (in one of the worst cases of genocide in human history).
Obviously, we are not expecting to see similar dramatic happenings in Indonesia’s future.
But what is a possibility is that Widodo’s new cabinet and huge majority coalition lacks
cohesion and will therefore fail to make a difference, despite having serious opportunities
now to impose structural reforms.
We would actually not be surprised at all if Subianto – together with his Gerindra party –
leave Widodo’s cabinet and coalition somewhere within the next five years in anticipation
of the next general elections. Although Widodo would still have a majority in the DPR in
case the Gerindra party leaves, it does make it harder to push through structural reforms
as resistance in society will be much stronger (with certain political stakeholders usually
encouraging large-scale demonstrations in Jakarta).
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After all, it should not be forgotten that around 45 percent of the Indonesian people voted
for Subianto (or in other words: against Widodo) in the 2019 presidential election. That
is no small amount at all. Moreover, structural reforms tend to hurt in the beginning before
they can start to bear fruit in the long term. Hence, it would not be difficult for specific
political stakeholders to incite anger among a large part of the population, and thereby
narrowing room for the central government to be firm by imposing tough and unpopular
reforms.
What is also worth mentioning is that – based on the traditional international media and
social media – there seems to be a shift in foreign perceptions of Widodo. This is not only
caused by Widodo’s decision to team up with conservative Muslim scholar Ma’ruf Amin
(giving rise to concern about the rights of minorities in Indonesia) and welcome Subianto
(who is linked to human rights abuses) in his cabinet but also because Widodo allowed
the coming into force of the revised Corruption Eradication Commission (KPK) Law. The
KPK was Indonesia’s greatest tool in the battle against corruption. However, the revised
law contains various regulations that weaken the power of the KPK (we discussed this
topic in detail in the September 2019 edition of our monthly report).
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It is true that the success of the KPK has also made it more difficult for various economic
and social development projects to take-off. In that sense, it can actually be stated that the
KPK has been undermining more rapid growth of the Indonesian economy. However, to
allow "efficient corruption" in Indonesian society (meaning that a degree of corruption is
inevitable for rapid economic growth), is a risky affair because persistent corruption has
a couple of negative side effects, such as ineffective economic results, rising inequality in
society (which undermines the country’s social fabric), insecurity in the economy (and in
the investment environment), and it destroys the legitimacy of the state.
Another odd recent decision of Widodo was to grant clemency to Annas Maamun, former
Riau governor, making him eligible for parole in October 2020. Maamun was convicted
of accepting over IDR 1.5 billion (approx. USD $107,000) in bribes in a forest conversion
corruption case that caused IDR 5.0 billion in state losses. He was eventually sentenced
to seven years in prison in 2015.
Main reasons for Maamun’s clemency are the Golkar politician’s weak health and old
age. However, it can certainly be argued that Widodo’s decision to grant him clemency
sends the complete wrong signal in a nation that already scores very poorly in the annual
corruption perceptions index.
The Indonesia Corruption Watch (ICW), a graft watchdog, expressed its disappointment
at President Widodo’s decision and labelled it a “lack of commitment toward the battle
against graft” and said it “injures the public’s sense of justice because it is the public that
is most affected by the corruption crimes that the convict [Maamun] has committed”. The
last sentence refers to the frequent man-made forest fires in the dry season that are caused
by illegal slash-and-burn practices to clear land for plantations (particularly on the islands
of Sumatra and Kalimantan). It can give rise to toxic haze that sometimes even spreads to
neighboring countries. On more than one occasion this has led to diplomatic tensions as
schools need to shut temporarily and economic activity generally declines because people
need to stay indoors to avoid inhaling unhealthy air.
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Indonesian Stocks and Bonds under Pressure
As noted in the first paragraph of this introduction, November 2019 was a relatively quiet
month for Indonesia in terms of politics and the economy. But there is a notable exception:
Indonesian stocks and bonds were under pressure due to international developments and
a new domestic news story.
The benchmark Jakarta Composite Index fell nearly 3.5 percent in November 2019, with
foreign investors in particular being eager to sell their assets. Externally, the problem is
that concern about the global economy resurfaced in late-November. Initially, there was
some optimism about progress in United States-China trade negotiations. US President
Donald Trump even said the USA and China are in the “final throes of a very important
deal” and that talks are going “very well.”
However, in the last week of November Trump finally signed Congressional legislation
that authorizes sanctions on Chinese and Hong Kong officials who are responsible for
human rights abuses in Hong Kong. It is clearly an act of support for the pro-democracy
movement in Hong Kong, and therefore triggered an angry response from China’s Foreign
Ministry.
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This legislation will surely complicate further trade negotiations between the world’s two
top economies. Should both sides fail to reach an agreement before 15 December 2019,
then Trump will have to decide whether or not to carry out his threat of further tariffs on
imports from China.
The ongoing tariff tensions between the USA and China cause renewed concern about
global economic growth. Early indicators of China’s economic performance so far in 2019
do not present an optimistic outlook. In fact, they point to a continued slowdown for the
seventh straight month, extending China’s recent trend of growing near a three-decade
low. Moreover, the International Monetary Fund (IMF) recently made a prediction that
China’s economic growth could fall below 6 percent (y/y) in 2020.
Structurally slowing economic growth in China means that the world economy is losing
a key engine. Fortunately, the US economy grew at a moderate rate of 2.1 percent (y/y)
in the third quarter of 2019 rate over the summer, slightly faster than first estimated. But
many economists believe US growth is set to slow in the last quarter of 2019 due to USChina tariff tensions. The US economy was indeed off to modest start in the fourth quarter
as American consumers limited spending. The widely followed US consumer confidence
index made by the Conference Board fell for a fourth consecutive month in November,
albeit remained at a fairly robust 125.5 points.
Nonetheless there remains concern about a looming global recession and that explains
why investors’ risk appetite is not optimal at the moment.

OJK Forces Minna Padi Aset Manajemen to Disband Six Mutual Funds
A domestic issue that – according to several analysts – scares away foreign investors is
Indonesia’s Financial Services Authority (OJK)’s decision to disband six mutual funds
that are managed by Jakarta-based Minna Padi Aset Manajemen after it became apparent
that it promised fixed returns to investors for these share-based mutual funds.

© Van Der Schaar Investments B.V.

www.indonesia-investments.com

15

Considering it involves open funds (meaning the shares can be traded at any time), it is
not allowed to promise fixed returns to investors (stipulated by Government Law No.
8/1999 on Consumer Protection).
The OJK ordered Minna Padi Aset Manajemen to liquidate these six funds within 60 days
and return the money to the investors. Although it is not known to us how big these funds
exactly are, it does add some pressure on Indonesian stocks amid already uncertain times.
Moreover, it several analysts argue that this issue gives rise to concern over whether other
Indonesian mutual funds are now also in jeopardy of being sanctioned by the OJK. After
all, recently, the OJK had also suspended Pramata Capital Asset Management and Narada
Aset Manajemen due to violations.
Lastly, we would like to take this opportunity to thank you for purchasing this November
2019 edition of our monthly report, titled ‘Minimum Wage Growth’. We sincerely hope
that this report contains valuable information for you!
Indonesia Investments
Research Department
Delft (the Netherlands) & Jakarta (Indonesia)
3 December 2019
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