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Preface

In addition to our reports, Indonesia Investments sends updates on key economic,
political or social developments to our subscribers to make sure that our subscribers
do not miss out on vital information. Topics in these updates will often be discussed

in more detail (and in an updated form) in forthcoming monthly reports.

Content in this update is copyright of Van Der Schaar Investments B.V. (all rights
reserved), except when indicated otherwise (the majority of pictures are obtained
from Pixabay). Our permission is required by those who seek to publish or distribute

(parts of) the content in this update (Dutch law applies).!

Disclaimer

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

made based on the content of this update.

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

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

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



- Property -

Taking a Look at the Property Sector of Indonesia; Is
There Room for Recovery after the COVID-19 Crisis?

Just like most other sectors (with the notable exceptions of the digital economy and
telecommunications sector) the property sector of Indonesia was heavily affected
by the COVID-19 crisis in 2020-2021. Now this crisis has passed, it is interesting to

take a look at the state of Indonesia’s property sector.

But first, let’s go back to Q3-2019 when no-one knew that a global crisis was about
to emerge (out of the blue). Back then, Agung Wirajaya, Marketing Director at listed
Indonesian property developer Agung Podomoro Land, said he saw clear signs that
the property sector of Indonesia was about to experience a new boom that would
peak around 2021-2022. He added that this would be part of the property sector’s

cycle: every 10 years (or so) it experiences a peak in demand and supply.
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The last time this peak occurred was in 2010-2013, when residential property prices

in Indonesia rose by an average of 30 percent, per year. What explained this growth?

(1) Strong economic growth of Indonesia (with rapidly rising per capita GDP) amid
the 2000s commodities boom (that officially ended in 2012); the rapidly expanding
middle class meant that a growing number of Indonesians could buy property. It is
interesting to point out that the majority of Indonesians can afford a house that has
aprice tag below IDR 500 million (approx. USD $33,000), which is a normal situation
for amiddle income country. For investors, this means their biggest market is among

the lower middle class.

Table 1; Property Purchasing Power of Indonesians (2021):

Price Range Percentage of Indonesian Population
> [DR 5 billion +2%
IDR 3 billion - IDR 5 billion +5%
IDR 2 billion - IDR 3 billion +5%
IDR 1 billion - IDR 2 billion +5%
IDR 0.5 billion - IDR 1 billion +13%
< IDR 500 million +70%

Source: Real Estate Indonesia (REI)
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(2) Indonesia has a favorable demographic composition. Not only does it have a big
population (around 275 million), but it also contains a young population as more
than 50 percent of the population is below the age of 40 years. This implies that there

will be many Indonesians seeking to buy their first home in the foreseeable future.

Table 2; Age Structure of Indonesia (2020):

Generation B Period | roptation | (nmillone)
Pre-Boomer Born before 1945 1.87% 5.03
Baby Boomer Born in 1946-1964 11.56% 31.01
Generation X Born in 1965-1980 21.88% 58.65
Millennial Born in 1981-1996 25.87% 69.38
Generation Z Born in 1997-2012 27.94% 74.93
Post Generation Z Born after 2013 10.88% 29.17

Source: Badan Pusat Statistik (BPS)

(3) Inline with the global trend, Indonesia is experiencing a process of urbanization.
Currently, more than half of the Indonesian population lives in urban areas and it is
estimated that by 2050 two-thirds of the Indonesian population will live in the urban
areas (based on a United Nations estimate). Amid such rapid urbanization, more and

more houses, apartments and condominiums need to be built in Indonesia’s urban
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areas in order to meet future demand. Meanwhile, the limited availability of land in
these urban centers gives rise to rapidly growing property prices (while developers
need to focus on vertical property development - apartments and condominiums -
in Indonesian cities to deal with the limited availability of land). Urbanization also
means that there is a growing amount of property projects around the ‘traditional’
urban centers (referring to the development of suburbs where there still remains
room for horizontal property development). And -albeit rare- we can also see the
construction of brand new cities from scratch (an example being Indonesia’s capital

city of Nusantara in East Kalimantan).

(4) For decades now, Indonesia has to cope with a massive housing backlog. Around
ten years ago, this backlog was estimated at around 13.5 million houses. Today, the
deficit is estimated at 12.7 million (which means that 12.7 million households are in
need of a house). So, despite the Indonesian government’s ‘One Million Houses per
Year’ program (which was launched in 2015, and targets low-income citizens) and
despite private sector investment, the housing deficit remains wide. A crucial factor

at play is that, each year, there emerge around 700,000 - 800,000 new households.

Table 3; Realization of Government’s One Million Houses Program (in million units):

2018 2019 2020 2021 2022

New Houses
Constructed

1.13 1.26 0.96 1.10 1.12

Source: Ministry of Public Works and Public Housing of the Republic of Indonesia
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This is part of the introduction of the article (consisting of 34 pages; electronic

report).

To buy the article you can contact us by sending an email to info@indonesia-

investments.com or a message to +62.882.9875.1125 (including WhatsApp).

Price of the article:

Rp 30,000
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