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BASIC DATA 
 
A. Loan Identification 
 
 1. Country 
 2. Loan Number 
 3. Program Title 
  

4. Borrower  
 5. Executing Agency 
  

6. Amount of Loan 
 7. Program Completion Report Number 

 
 
Indonesia 
2379-INO  
Capital Market Development Program Cluster 
(Subprogram 1) 
Indonesia 
Capital Market and Financial Institution 
Supervisory Agency (Bapepam-LK) 
$300,000,000 
1507 

  

B. Loan Data 
 1. Appraisal 
  – Date Started 
  – Date Completed 
 
 2. Loan Negotiations 
  – Date Started 
  – Date Completed 
 
 3. Date of Board Approval 
 
 4. Date of Loan Agreement 
 
 5. Date of Loan Effectiveness 
  – In Loan Agreement 
  – Actual 
  – Number of Extensions 
 
 6. Closing Date 
  – In Loan Agreement 
  – Actual 
  – Number of Extensions 
 
 7. Terms of Loan 
  – Interest Rate 
  – Maturity (number of years) 
  – Grace Period (number of years) 
 
 8. Terms of Relending (if any) 
  – Interest Rate 
  – Maturity (number of years) 
  – Grace Period (number of years) 
  – Second-Step Borrower 
 
 
 
 
 
 
 
 
 

 
 
30 April 2007 
15 May 2007 
 
 
10 October 2007 
10 October 2007 
 
10 December 2007 
 
11 December 2007 
 
 
10 March 2008 
14 December 2007 
0 
 
 
31 March 2008 
31 March 2008 
0 
 
 
LIBOR + 0.60% 
12 
3 
 
 
n/a 
n/a 
n/a 
n/a 
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 9. Disbursements 
  a. Dates 

 Initial Disbursement 
 

17 December 2007 

Final Disbursement 
 

18 December 2007 

Time Interval 
 

0 (single tranche) 
 

 Effective Date 
 

14 December 2007 
 

Original Closing Date 
 

31 March 2008 
 

Time Interval 
 

3.5 months 
 

  b. Amount ($ million) 

Category 
or 
Subloan 

 
Original 

Allocation 

Last 
Revised 

Allocation 

 
Amount 

Canceled 

Net 
Amount 

Available 

 
Amount 

Disbursed 

 
Undisbursed 

Balance 

     01 300 300 0 300 300 0 
 Total 300 300 0 300 300 0 

       
 10. Local Costs (Financed)  
  - Amount ($)                           n/a 
  - Percent of Local Costs        n/a 
  - Percent of Total Cost          n/a 
 
C. Program Data 
 

 1. Program Cost ($ million) 
   

Cost Appraisal Estimate Actual 

   
Foreign Exchange Cost 300 300 
Local Currency Cost   
 Total 300 300 

 
 2. Financing Plan ($ million) 

Cost Appraisal Estimate Actual 

Implementation Costs   
 Borrower Financed   
 ADB Financed 300 300 
 Other External Financing   
  Total 300 300 
IDC Costs   
 Borrower Financed   
 ADB Financed   
 Other External Financing   
  Total   

ADB = Asian Development Bank, IDC = interest during construction.



iii 

 

 
 3. Cost Breakdown by Program Component ($ million) - n/a 

 
 
 4. Program Schedule 

Item Appraisal Estimate Actual 

Release of single tranche December 2007 18 December 2007 
   
 

 
 5. Program Performance Report Ratings 

 
 
 
Implementation Period 

Ratings 

Development 
Objectives 

Implementation 
Progress 

From 31 December 2007 to 31 March 2008 Satisfactory Satisfactory 
   

 
 
D. Data on Asian Development Bank Missions 

 
Name of Mission 

 
Date 

No. of 
Persons 

No. of 
Person-Days 

Specialization 
of Members

a
 

     
Fact-Finding 
 
 
 
Appraisal Mission 
 
 
Loan Negotiations 

30 Apr–15 
May 2007 

 
27–31 Aug 

2007 
 
 

10 Oct 2007 

6 
 
 
 
5 
 
 
3 

90 
 
 
 

25 
 
 
3 

a,b,c,d,e,f 
 
 
 

a,b,c,d,f 
 
 

a,c,d 
 
 

    

     
Program Completion Review  1–18 April 

2007 
(intermittent) 

1 7 d 

     
a
 a = senior finance sector specialist (capital markets), b = senior finance sector specialist (regulatory), c = senior 

counsel, d = economist, e = social protection specialist, f = consultant. 
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BASIC DATA 

 
A. Loan Identification 
 
 1. Country 
 2. Loan Number 
 3. Program Title 
  

4. Borrower  
 5. Executing Agency 
  

6. Amount of Loan 
 7. Program Completion Report Number 

 
 
Indonesia 
2577-INO  
Capital Market Development Program Cluster 
(Subprogram 2) 
Indonesia 
Capital Market and Financial Institution 
Supervisory Agency (Bapepam-LK) 
$300,000,000 
1507 

  

B. Loan Data 
 1. Appraisal 
  – Date Started 
  – Date Completed 
 
 2. Loan Negotiations 
  – Date Started 
  – Date Completed 
 
 3. Date of Board Approval 
 
 4. Date of Loan Agreement 
 
 5. Date of Loan Effectiveness 
  – In Loan Agreement 
  – Actual 
  – Number of Extensions 
 
 6. Closing Date 
  – In Loan Agreement 
  – Actual 
  – Number of Extensions 
 
 7. Terms of Loan 
  – Interest Rate 
  – Maturity (number of years) 
  – Grace Period (number of years) 
 
 8. Terms of Relending (if any) 
  – Interest Rate 
  – Maturity (number of years) 
  – Grace Period (number of years) 
  – Second-Step Borrower 
 
 
 
 
 
 
 
 

 
 
24 April 2009 
28 May 2009 
 
 
1 October 2007 
1 October 2007 
 
16 November 2009 
 
10 December 2009 
 
 
10 March 2010 
17 December 2009 
0 
 
 
31 March 2010 
31 March 2010 
0 
 
 
LIBOR + 0.60% 
12 
3 
 
 
n/a 
n/a 
n/a 
n/a 
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 9. Disbursements 
  a. Dates 

 Initial Disbursement 
 

18 December 2009 

Final Disbursement 
 

18 December 2009 

Time Interval 
 

0 (single tranche) 
 

 Effective Date 
 

17 December 2009 
 

Original Closing Date 
 

31 March 2010 
 

Time Interval 
 

3.45 months 
 

  b. Amount ($ million) 

Category 
or 
Subloan 

 
Original 

Allocation 

Last 
Revised 

Allocation 

 
Amount 

Canceled 

Net 
Amount 

Available 

 
Amount 

Disbursed 

 
Undisbursed 

Balance 

     01 300 300 0 300 300 0 
 Total 300 300 0 300 300 0 

       
 10. Local Costs (Financed)  
  - Amount ($)                           n/a 
  - Percent of Local Costs        n/a 
  - Percent of Total Cost          n/a 
 
C. Program Data 
 

 1. Program Cost ($ million) 
   

Cost Appraisal Estimate Actual 

   
Foreign Exchange Cost 300 300 
Local Currency Cost   
 Total 300 300 

 
 2. Financing Plan ($ million) 

Cost Appraisal Estimate Actual 

Implementation Costs   
 Borrower Financed   
 ADB Financed 300 300 
 Other External Financing   
  Total 300 300 
IDC Costs   
 Borrower Financed   
 ADB Financed   
 Other External Financing   
  Total   

ADB = Asian Development Bank, IDC = interest during construction.



vi 

 

 
 3. Cost Breakdown by Program Component ($ million) - n/a 

 
 
 4. Program Schedule 

Item Appraisal Estimate Actual 

Release of single tranche 15 December 2009 18 December 2009 
   
 

 
 5. Program Performance Report Ratings 

 
 
 
Implementation Period 

Ratings 

Development 
Objectives 

Implementation 
Progress 

From 30 November 2009 to 31 March 2010 Satisfactory Satisfactory 
   

 
 
D. Data on Asian Development Bank Missions 

 
Name of Mission 

 
Date 

No. of 
Persons 

No. of 
Person-Days 

Specialization 
of Members

a
 

     
Fact-Finding 
 
 
 
Appraisal Mission 
 
 
Loan Negotiations 

10–20 
March 2009 

 
 

24–28 Aug 
2009 

 
1 Oct 2009 

 
 
 
 
6 
 
 
3 

 
 
 
 

30 
 
 
3 

 
 
 
 

a,b,c,d,e,f 
 
 

a,c,g 
 
 

    

     
Program Completion Review 1–18 April 

2015 
(intermittent 

1 7 d 

     
a
 a = senior finance sector specialist (capital markets), b = senior finance sector specialist (regulatory), c = senior 

counsel, d = economist (finance sector), e = national officer, f = consultant, g = financial control specialist.



 

 

I. PROGRAM DESCRIPTION 
 
A. The Need for a Deeper Financial Market 
 
1. Indonesia’s financial system has not progressed much since 2005 compared with those 
of its neighbors. As such, the level of total banking assets as a percentage of gross domestic 
product (GDP) has not significantly progressed (from 49.8% of GDP in 2005 to 43.8% in 2008). 
The same applies to equity market capitalization as a percentage of GDP (28.9% in 2005 to 
21.8% in 2008). The shallow market has also caused Indonesia’s risk premium to be high in 
terms of credit default swap. Given this background, the government is committed to deepening 
the finance sector in Indonesia. The Asian Development Bank (ADB) is supporting finance 
sector development in Indonesia.   
 
B. Indonesia’s Finance Sector Agenda 
 
2. The 1997 Asian financial crisis raised awareness of the risk associated with a growth-
oriented development agenda without a deep and diverse finance sector. The Medium-Term 
Development Plan (RPJMN) for 2004–2009 called for sustained growth of more than 6% per 
annum during the plan years. Achieving it would require well-developed capital markets and 
nonbank finance sector. Having these would help the government to mitigate economic 
vulnerabilities and thus reduce volatility. After issuing the RPJMN in November 2004, the 
government approved an action plan for the nonbank finance sector in consultation with ADB. 
The action plan included measures to support and implement the government’s capital market 
master plan, 2005–2009 (CMMP). The CMMP focuses mainly on strengthening capital markets 
by improving surveillance, increasing legal certainty, strengthening the role and quality of 
market participants, expanding products, and developing Islamic financial products. ADB had 
been a key partner with the government in the development of the CMMP through policy 
dialogue.  
 
3. Underscoring the importance of achieving a deep and diverse finance sector, two 
finance sector policy packages (FSPPs) were issued—in July 2006 and July 2007. Both 
packages promoted finance sector reform through clear policy, programs, and outputs. The 
policy actions outlined in the packages covered a number of areas with a time frame for actions 
up to July 2008, including strengthening financial system stability through greater coordination 
across regulators. ADB provided significant inputs for the preparation of the two FSPPs. 
 
C. Capital Market Development Program Cluster 
 
4. The Capital Market Development Program Cluster (CMDPC) was formulated as two 
single-tranche subprograms anchored on the government’s finance sector reform program. The 
CMDPC period was envisaged as being from January 2006 to December 2010. ADB approved 
a single-tranche loan of $300 million for subprogram 1 (2006–2007).1 Subprogram 2, which was 
also a single-tranche loan of $300 million and covered October 2007 to August 2009, was 
approved on October 2009.2 The reform agenda under the CMDPC aimed to improve finance 

                                                
1
  ADB 2007. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Republic of Indonesia for the Capital Market Development Program Cluster (Subprogram 
1). Manila. 

2
  ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Republic of Indonesia for the Capital Market Development Program Cluster (Subprogram 
2). Manila. 
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sector resilience and, at the same time, diversify the sector. With resilience and diversity, the 
domestic capital market will be more robust and thus improve domestic financing. 
 
5. This program completion report gives an overview of the CMDPC and an evaluation of 
its initial impact and benefits. The updated design and monitoring framework is in Appendix 1, 
and the policy matrix and medium-term program are in Appendixes 2 and 3. 
 

II. EVALUATION OF DESIGN AND IMPLEMENTATION 
 
A. Relevance of Design and Formulation 
 
6. The program is relevant for the country since the finance sector reforms are crucial to 
raising Indonesia’s growth rate and to increasing the economy’s resilience. This ambitious plan 
is a key to achieving a safe and peaceful Indonesia, enhancing the prosperity of the Indonesian 
people, and realizing a just and democratic Indonesia. Consistent with the priorities and 
directions set out in these plans and strategies, ADB in its country strategy and program3 
asserts its continued leadership in finance sector development in Indonesia, one of the five core 
areas4 that best support ADB’s Strategy 20205 and its goal of reducing poverty in the country. 
ADB formulated the CMDPC with guidance from the RPJMN, 2004–2009 and in consultation 
with the government and affected stakeholders.  
 
B. Program Outputs 
 
7. The CMDPC had four outputs: 
 

1. Output 1: Enhancing Information Disclosure and Price Discovery 
 

a. Strengthen Price Information Disclosure and Enhance Market 
Valuation of Fixed-Income Market 

 
8. In enhancing price information, the Ministry of Finance (MOF), through Bapepam-LK, 
issued regulations that required traders to promptly disclose secondary trading in government 
securities and also required issuers of corporate debt securities to provide details of any 
material changes to rating agencies (which will then determine whether the issue will be 
rerated), as well as to update the rating on the anniversary of bond issuance. The effect has 
been strong progress towards real-time price information. Further, the CMDPC assisted the 
government in establishing the bond pricing agency and making it operational. These measures 
are important as they address the major regulatory failures that resulted in mispricing of fixed-
income securities in mutual funds, which caused fund investors to lose confidence. 
 

b. Improve Market Transparency 
 
9. The principles of good governance of the Organisation for Economic Co-operation and 
Development (OECD) require that firms should disclose all material information in accordance 
with high standards of accounting and financial and nonfinancial disclosure. In subprogram 1, 
Bapepam-LK revised the regulation concerning obligations of issuers and public companies to 
include additional information on corporate governance as part of annual reports. The regulation 

                                                
3
  ADB. 2006. Country Strategy and Program: Indonesia, 2006–2009. Manila. 

4
  The other four core areas are infrastructure, environment, regional cooperation and integration, and education. 

5
  ADB. 2008. Strategy 2020: Working for an Asia and Pacific Free of Poverty. Manila. 
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includes provision for disclosure of information on board committees (such as audit, 
remuneration, and nomination). This strong regulation for improved market transparency was 
supported by improved internal processes in subprogram 2. Bapepam-LK had developed 
internal processes, procedures, and systems that enable prompt public disclosure of changes in 
beneficial ownership of officers, directors, and significant shareholders with 5% holding of public 
companies. 
 

2. Output 2: Promoting Deeper and More Liquid Capital Markets 
 

a. Develop the Government Bond Market 
 
10. The supply and demand sides are both important for developing a robust and liquid bond 
market. On the supply side, the government adopted a series of measures under subprogram 1 
to develop deeper and more liquid securities markets, most importantly at the short end of the 
market. Benchmark yields for government bonds are being developed by concentrating the 
issuance of government bonds at the selected maturities of 5, 7, 10, 15, 20, and 30 years. This 
has been improved further under subprogram 2, where the Debt Management Office (DMO) 
directorate general issues regular updates to the annual auction calendar to provide market 
participants with more clarity on issuance expectations. The primary dealer system has been 
established with market-making responsibilities in government debt securities to ensure two-
way quotes and to support the development of its secondary market. To develop the short-term 
government debt market, treasury bills of 9-12 months maturity have been issued. The DMO 
issued its first 3-month bills in February 2009. 
 

b. Improve Market Liquidity 
 
11. Secondary market liquidity has been enhanced under subprograms 1 and 2 through 
better coordination between Bapepam-LK and Bank Indonesia. In coordination with Bapepam-
LK, the DMO directorate general, the tax directorate general, and market participants, Bank 
Indonesia initiated a comprehensive review of the legal and business requirements for adoption 
of the General Master Repurchase (Repo) Agreement. It is also developing a centralized 
borrowing and lending program for government bonds. The monitoring of the operations of the 
primary dealer has improved under subprogram 2 to ensure that the market-making 
commitments are being carried out and obligations to provide the two-way quotes are being 
met. Steps have been initiated to improve the clearing and settlement infrastructure under 
subprogram 2, moving towards continuous settlement. Revisions in rules and regulations on 
short selling and margin trading were issued in June 2008 and supported under subprogram 2. 
Infrastructure development has been facilitated through the amendment of Presidential Decree 
61/1998 in 2009 to allow the establishment of finance companies to provide long-term financing 
for infrastructure, thus deepening the debt market. 
 

c. Improve Overall Market Access and Reduce Transaction Costs 
 
12. Market access for government bonds has been made easier and transaction costs are 
now lower. Bank Indonesia developed a centralized securities borrowing and lending program 
for government bonds. Further, Bapepam-LK in consultation with Bank Indonesia, undertook a 
study on the feasibility of a single centralized custody and/or registry to consolidate all capital 
market depository activity under one entity. In effect, local currency government bond issuance 
increased to Rp419,607 billion ($35 billion) in 2014 from Rp277,452 ($29 billion) in 2012. 
Development of the primary and secondary government debt markets has also continued, with 
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benchmark consolidation compressing bid–ask spreads to six basis points in 2014 from 30 
basis points in 2010.   
 

d. Develop New Market Products Including Hedging Instruments 
 
13. Both Bapepam-LK and the MOF, through the DMO, introduced new regulations that 
allow for new financial products to be introduced in the market. For example, in 2009 there was 
no exchange traded fund in the Indonesian Stock Exchange (IDX), but in 2013 there were such 
funds that traded in the IDX. Further, the Real Estate Investment Trusts fund was also 
introduced in 2013. On hedging instruments, the number of asset-backed securities has also 
increased, from two issuances in 2009 to five issuances in 2013 with the amount increased from 
Rp450 billion in 2009 to Rp2,361 billion in 2013 (or from $34.8 million in 2009 to $182.7 million 
in 2013).6 Asset-backed securities have been used mainly for housing finance and as hedging 
instruments, thus enabling the government-owned mortgage finance company to refinance for 
long-term tenors (up to 15 years) and introduce standardized mortgage documents. 
 

e. Enhance Performance of Contractual Industry 
 
14. The contractual savings subsector (e.g., pension funds and insurance) provides a key 
driver of capital market development from the demand side, especially with regard to the 
purchase of long-tenor financial products related to infrastructure. The sector, while small, also 
exhibits encouraging trends, with total assets increasing to Rp800 trillion in 2013 from Rp192 
trillion in 2006. Over the 6 years ended 2013, gross premium income increased at an average 
annual rate of 18% and now exceeds Rp190 trillion. In an effort to accelerate growth, the 
government enacted a revised insurance law in 2014. The revisions have retained the existing 
foreign ownership limits. 
 

f. Strengthen Stock Exchange Governance 
 
15. The infrastructure for market trading was improved under the CMDPC. Screen-based 
trading was introduced countrywide. The merger of the Jakarta Stock Exchange (JSX) and the 
Surabaya Stock Exchange (SSX) to become the IDX has led to better governance of the stock 
exchange. It also broadened ownership and integrated offerings of debt and equity securities. 
Further, governance of the self-regulatory organization has been strengthened via establishing 
minimum criteria for the board of commissioners and board of directors. Market surveillance 
was also strengthened by incorporating the investor area facility from the custodian of the IDX 
or the Indonesian Central Securities Depository (KSEI).  
 

g. Promote a More Conducive Tax Environment for Capital Market 
Development 

 
16. Providing the right fiscal incentives is the key to capital market development. Based on 
this, the MOF did three things under the CMDPC. First, it submitted to Parliament amendments 
to tax laws to address tax disincentives in shariah-based products. Second, the MOF submitted 
a case for full application of exempt–exempt–taxable (EET) tax treatment for pension fund 
investment portfolios. Third, the directorate general of tax removed distortions and preferential 
treatment for mutual funds on income derived from fixed-income securities. Yet, despite these 
actions, tax issues are still the biggest impediment to capital market development. The key to 
solving tax issues is on the directorate general of tax’s understanding of revenue neutrality. The 

                                                
6
 Conversion from the rupiah to the dollar is made using the exchange rate as per 27 April 2105: $1 = Rp12,925.98. 
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directorate general of tax’s view on fiscal incentives to capital market development will lead to 
revenue forgone. This is understandable, given the key performance indicator is tax revenue 
intake. However, progress has been made on it; since 2012, the responsibility for developing tax 
policy has been moved to the MOF’s Fiscal Policy Agency. The movement is positive since the 
agency can provide an overall picture on how capital market tax policy can be revenue neutral. 
 

3. Output 3: Improving Market Surveillance and Market Protection 
 

a. Strengthen the Autonomy, Accountability, and Regulatory Powers of 
Bapepam-LK 

 
17. This reform agenda is the most successful reform agenda under the CMDPC. 
Subprograms 1 and 2 of the CMDPC supported the development and submission to the MOF of 
a proposal for an appropriate regulatory structure for the capital markets and the nonbank 
financial institution supervisory agency. The outcome of these activities is evident in the passing 
of Law No.21 of Year 2011 that established the Financial Services Authority (OJK). The OJK is 
an independent body that supervises capital markets, nonbank financial institutions, and banks 
with an oversight board. 
 

b. Promote International Cooperation 
 
18. Promoting international cooperation was one of the key agendas under the CMDPC on 
improving market surveillance through better corporate governance. CMDPC actions served as 
foundations for stronger international cooperation, particularly at the regional level. As such, the 
establishment of a special task force with members drawn from relevant bureaus under 
Bapepam-LK in assessing obstacles to joining Schedule A of the International Organization of 
Securities (IOSCO) Multilateral Memorandum of Understanding (MMOU) provided a framework 
for cooperation and sharing of information with foreign regulators, and enabling further capital 
market integration under the Association of Southeast Asian Nations (ASEAN) Capital Market 
Forum. Further, at the regional level, increased international cooperation has increased the 
awareness of corporate good governance. As such, another outcome that was achieved was 
that the OJK adopted the ASEAN Corporate Governance Scorecard, launched Indonesia’s 
Corporate Governance Roadmap for publicly listed companies (PLCs), and issued four 
corporate governance regulations in 2014. 
 

c. Enhance Risk-Based Supervision of the Contractual Savings 
Industry 

 
19. Policy actions under the CMDPC provided a solid foundation to enhance risk-based 
supervision to all institutions in the capital markets and the contractual saving industries. 
Specific actions aimed to update risk-based parameters and minimum capital requirements in 
line with international best practices. The outcome has been the introduction of risk-based 
supervisory practices to the contractual savings subsector, particularly the pension industry.  
 

d. Strengthen Investor Protection 
 
20. The CMDPC contributed to strengthening investor protection in Indonesia’s financial 
market. The Government of Indonesia views strong investor protection as a conduit for robust 
capital market development. Given this, the government, through Bapepam-LK, developed an 
implementation plan for securities market investor protection. The outcome of this action was 
the establishment of the Social Investor Protection Fund Corporation (SIPF). The OJK fully 
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supported the SIPF to develop, arrange, and supervise the capital market for the purpose of 
creating an orderly, fair, and efficient capital market, and protect the interests of investors as 
well as the public. ADB was the only development partner involved in the establishment of the 
SIPF.7  
 

4. Output 4: Strengthening Governance and Human Resource Capacity 
 

a. Strengthen Overall Finance Sector Risk Management through Better 
Coordination 

 
21. The foundation for stronger finance sector coordination was built under the CMDPC. 
This was necessary for improved risk management and a crisis protocol during a financial crisis. 
As such, in subprogram 1, the MOF and Bank Indonesia established the Financial System 
Stability Forum (FSSF). Subprogram 2 continued the strengthening process of Bank Indonesia 
and the MOF committing to undertake the Financial Sector Assessment Program evaluation that 
allowed for comprehensive and up-to-date diagnosis of finance sector vulnerabilities. These 
actions under the CMDPC led to a more substantive reform in finance sector coordination. The 
FSSF has been expanded to include the Deposit Insurance Corporation and the OJK. The 
MOF, as the chair of the FSSF, holds regular meetings with other members of the FSSF, such 
as Bank Indonesia, the Deposit Insurance Institution, and the OJK to discuss finance sector 
issues. The FSSF also conducts crisis simulation once every 3 months to ensure a swift 
response by the agency in the wake of a financial crisis. Further, the MOF submitted a draft of 
the Financial Sector Safety Net to the Parliament for its approval. 
 

b. Enhance Industry Skills and Capacity for Capital Markets and 
Contractual Savings 

 
22. Efforts to strengthen the human resources in the capital markets that was initiated under 
subprogram 1 was further broadened under subprogram 2, with Bapepam-LK studying a 
number of options including developing and adopting a plan of collaboration with universities in 
Indonesia to serve the research needs of the capital markets and the contractual savings 
industries. An important milestone was the MOU signed under subprogram 2 in 2009 to initiate 
the Capital Markets Institute—cooperatively with the IDX, Indonesian Clearing and Guarantee 
Corporation (KPEI), the Indonesian Central Securities Depository (KSEI), the University of 
Indonesia, and Bapepam-LK—provide a focus for undergraduate, graduate, and professional 
training to develop the capital markets. Linking industry, the regulator, and academia is a key to 
sustainable capacity development. Given this, the capacity building extends to other sectors, 
such as the contractual savings industry. For example, lack of internationally licensed actuary 
has always been an impediment to a strong contractual industry. In 2013, the Society of 
Actuaries of Indonesia signed an MOU with five main universities in Indonesia to promote 
actuarial science. The industry, through the association, has also provided scholarships for 
undergraduate students to study actuarial science in local universities. 
 
C. Program Costs 
 
23. ADB provided $300 million for subprogram 1 in November 2007 and $300 million for 
subprogram 2 in October 2009. Both loans were drawn from the ordinary capital resources of 
ADB to help the government to meet its financing needs for FY2007 and FY2009.  
 

                                                
7
 ADB 2009. Technical Assistance to the Republic of Indonesia for Strengthening Indonesia's Capital Market. Manila. 
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D. Disbursements 
 
24. The disbursement for the program loan was $600 million (a single tranche of $300 
million for subprogram 1 disbursed in December 2007 and a single tranche of $300 million for 
subprogram 2 disbursed in December 2009). The programmatic approach taken by the CMDPC 
is justified because of the nature of finance sector reform, which requires sequencing. Reform of 
the finance sector in Indonesia requires that the government sets a medium-term agenda that 
reduces the role of the banking industry in the finance sector.8 This reform agenda can only be 
effectively implemented over the medium term. Further, deepening the financial market entails 
diversification of the sources of funding and thus provides long-term investment opportunities, 
an asset class that is being demanded by the contractual saving industry. The programmatic 
approach also allows the government to take full ownership of the reform agenda. The single 
tranche approach for the CMDPC was justified by (i) substantive compliance with 45 key policy 
actions in subprogram 1 and 48 policy actions in subprogram 2, which contribute to fundamental 
reforms in the capital market development program; and (ii) the government’s overall financing 
needs for the fiscal stimulus to meet the international credit crisis in 2008. 
 
E. Program Schedule 
 
25. The implementation period for the program cluster was from January 2006 to August 
2009. The cluster and first subprogram were approved on 10 December 2007, with the loan for 
subprogram 1 becoming effective on 14 December 2007. Subprogram 2 was approved on 16 
November 2009. The date of loan effectiveness was 17 December 2009.  
 
F. Implementation Arrangements 
 
26. For subprogram 1, Bapepam-LK was the executing agency. It monitored and facilitated 
the implementation of the agreed reform actions to ensure that they were carried out in a timely 
manner. The DMO and the Directorate of Taxes (DOT) (both under the MOF), Bapepam-LK, the 
State Ministry of State-Owned Enterprises, and the FSSF were the implementing agencies. 
Bapepam-LK established a program coordination committee headed by the Bapepam-LK chair 
with representatives from the DMO, DOT, State Ministry of State-Owned Enterprises, National 
Development Planning Agency, and the FSSF. The committee was responsible for coordinating 
the implementation and sustaining of the program actions. The committee oversaw the 
implementation of the policy actions detailed in the policy letter and the policy matrix, and 
provided guidance and direction to the executing and implementing agencies and other line 
agencies. 
 
27. For subprogram 2, Bapepam-LK was also the executing agency. Similar to subprogram 
1, it monitored and facilitated the implementation of the agreed reform actions to ensure that 
they were carried out in a timely manner. The implementing agencies were Bank Indonesia; 
Bapepam-LK, DMO, and the DOT (all under the MOF); and the IDX. To ensure and monitor that 
policy actions were completed before the loan negotiation, ADB recommended the 
establishment of a multi-coordination-agency coordination committee. This committee was 
chaired by Bapepam-LK with representatives from Bank Indonesia, National Development 
Planning Agency, DMO, DOT, and IDX. The committee was responsible for coordinating the 
implementation program actions and sustaining them. The committee oversaw the 

                                                
8
  Indonesian’s finance sector is still highly concentrated, with the banking industry dominating. Within the banking 

system, the top three state-owned commercial banks account for one-third of all banking industry assets and 
deposits, while the top 15 banks account for about 70% of assets.  
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implementation of the policy actions detailed in the policy letter and the policy matrix, and 
provided guidance and direction to Bapepam-LK, the implementing agencies, and other line 
agencies. 
 
G. Conditions and Covenants 
 
28. The government satisfactorily fulfilled all 45 policy actions under subprogram 1 and all 
48 policy actions under subprogram 2. The policy actions selected were based on the sequence 
of reforms identified in the government-approved CMMP, 2005–2009 and the development 
policy letter of 10 October 2007 (Appendix 2).  
  
29. As domestic circumstances and development priorities changed, the policy triggers that 
had been approved for subprogram 2 in 2007 underwent minor revisions. Subprogram 2 took on 
eight new policy triggers that deepened the capital market, strengthened the governance 
framework of the stock exchange, strengthened the autonomy and accountability of the 
regulator, promoted regional cooperation, enhanced risk-based supervision for nonbank 
financial institutions (NBFIs), and enhanced the skills of market players.  
 
H. Related Technical Assistance 
 
30. Strengthening Regulation and Governance9  for $1.2 million, of which $700,000 was 
financed from the ADB Technical Assistance Special Fund and $500,000 equivalent was 
provided from the Financial Sector Development Partnership Fund, was approved together with 
CMDPC subprogram 1 in November 2007. The technical assistance (TA) aimed at helping 
Bapepam-LK to implement key finance sector reforms under the program cluster and give timely 
policy advice to the government. The TA completion report in April 2015 rated the TA successful. 
While the TA achieved its impact and outcome, as part of the larger CMDPC, the delivery of 
outputs was limited and their sustainability questionable. Specifically, the government and its 
agencies do not have strong support mechanisms to ensure that capacity development is 
institutionalized and sustained through application by appropriate staff. Thus, individuals 
provided with training frequently moved to different responsibilities within Bapepam-LK, and/or 
the lessons of the training were not incorporated into job descriptions, operating standards, or 
even the regulatory framework. This reflects a challenge common throughout Southeast Asia in 
which international standards are often not seen as appropriate for, or applicable to, the 
domestic market. 
 
31. Strengthening Indonesia's Capital Market10 for $1.5 million was processed separately 
from CMDPC subprogram 2. The TA was approved in December 2009 and aimed to support the 
continuation of the reforms beyond the CMDPC, including the policy measures included in the 
post-program monitoring framework. The TA completion report in April 2015 rated the TA 
successful and the performance of both ADB and the executing agency satisfactory. This TA 
was highly relevant at the time of approval. The TA built on extended ADB engagement in 
support of capital market development which, through previous TA, had developed a CMMP. 
Outputs under the revised DMF were almost fully delivered. Further, numerous key reforms not 
covered by specific performance indicators were achieved under the umbrella provision 
“sequenced implementation of the capital market master plan.” The TA implementation suffered 

                                                
9
  ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Republic of Indonesia for Capital Market Development Program Cluster (Subprogram 1). 
Manila. 

10
 ADB. 2009. Technical Assistance to the Republic of Indonesia for Strengthening Indonesia's Capital Market. 
Manila. 
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delays caused primarily by major structural overhauls within the regulatory architecture, i.e., 
shifting financial regulation responsibility from Bapepam-LK to the OJK. Moreover, the 
completed outputs are considered likely sustainable. For example, the straight-through 
processing, data warehouse, investor protection fund, investor area, single investor 
identification, and information technology upgrades are tangible reforms which remain in use 
today, long after the TA support concluded. Moreover, these reforms have contributed to 
measurable growth of Indonesia’s finance sector. 
 
I. Consultant Recruitment and Procurement 
 
32. All the consultants under the related TA projects were hired according to the ADB 
Guidelines on the Use of Consultants (2007, as amended from time to time). The performance 
of the individual consultants was rated satisfactory in the TA completion reports.  
 
J. Performance of the Borrower and the Executing Agency 
 
33. The performance of the government is rated satisfactory overall. The government’s close 
involvement in the updating of the long-term vision and framework for the continued reform of 
the finance sector, as embedded in the CMMP, 2005–2009 and in its formal adoption in the 
RPJMN, 2004–2009, signaled government ownership and provided clear direction and 
sequencing to Indonesia’s capital market development. The commitment of the executing 
agency (Bapepam-LK) and implementing agencies (Bank Indonesia, the directorate general of 
tax, the DMO, and IDX) to the reform agenda enabled the successful implementation of the 
CMDPC policy reforms. 
 
K. Performance of the Asian Development Bank  
 
34. ADB staff, both at headquarters and at the Indonesia Resident Mission, coordinated 
closely in monitoring the progress of reform activities and ensuring the successful completion of 
all subprogram triggers. ADB staff also responded appropriately and on time to requests from 
the MOF (particularly Bapepam-LK) for technical support or guidance. Over the CMDPC period, 
ADB maintained its role as the leading development partner in capital market development, led 
effective policy dialogue with the government, and continued to assist with reform 
implementation even beyond the program period. The performance of ADB has been rated 
satisfactory. 
 

III. EVALUATION OF PERFORMANCE 
 
A. Relevance 
 
35. The program design was relevant to the government’s reform agenda and goals of 
developing a market-oriented finance sector and private-sector-led economy, as embedded in 
the CMMP, 2005–2009. Built on stakeholder consultations, the CMMP, 2005–2009 incorporated 
the development objectives of the RPJMN, 2004–2009 and also, most importantly, the FSPPs 
that were issued in July 2006 and 2007 (para. 3). 
 
36. Designed within the framework of the CMMP, the CMDPC used the program cluster 
approach, which provided the flexibility to refine the policy actions proposed for succeeding 
subprograms to reflect the government’s achievements, changes in the policy environment, and 
lessons from previous subprograms. Broadly based reforms require long-term institutional 
development and must be fully aligned with the government’s national and sector development 
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plans. The program cluster approach is a useful tool in this regard, as it combines a long-term 
approach covering a wide range of policy and institutional reforms with flexibility to adjust to 
changing circumstances. It allows the gradual introduction of critical components in the sector, 
including a comprehensive legal framework and an action plan. Program clusters can also 
enable benchmarks to be established and unify policy makers who advocate reforms. The 
program completion report 11  for the Financial Governance and Social Security Reform 
Program12 recommended a framework based on single-tranche programs within a program loan 
cluster to provide more flexibility while focusing on achievable, upfront outcomes. Much of the 
success of such an approach will depend on a genuine commitment by stakeholders. The 
Indonesia country assistance program evaluation13 noted that ADB finance sector projects and 
programs in Indonesia have generally performed well.  
 
B. Effectiveness in Achieving Outcome 
 
37. The CMDPC was effective in achieving its expected outcome of increased contribution 
by the capital market to domestic financing. The program cluster continued the reforms from the 
Financial Governance and Social Security Reform Program, which were designed to support a 
broad framework for the overall strengthening of the finance sector and promote the 
development of sound financial institutions necessary to promote good governance and growth. 
The Financial Governance and Social Security Reform Program also aimed to improve social 
protection through improved management and supervision of funds of mandatory programs and 
improved regulation and oversight of voluntary plans.  
 
38. Considerable financial deepening occurred. The value of government securities trading 
increased from Rp900 trillion in 2009 to Rp1,900 trillion in 2013, the value of stock trading on a 
daily basis increased from Rp4 trillion in 2009 to Rp6 trillion in 2013, daily transactions in stock 
trading increased from 87,000 in 2009 to 154,000 in 2014, the number of listed companies 
increased from 400 in 2009 to 483 in 2013, the number of initial public offerings increased from 
13 in 2009 to 38 in 2013, the value of issuance of corporate securities increased from Rp68 
trillion in 2006 to Rp1,552 trillion in 2013, and market capitalization on equity increased from 
Rp2,019 trillion in 2009 to Rp4,219 trillion in 2013.  
 
39. Further to a deepened capital market, the governance framework for capital market 
development also improved with stronger price information disclosure through the establishment 
of a bond pricing agency in 2008 and better market valuation of fixed-income instruments 
through the reduction in spreads from 20–30 basis points to less than 10 basis points in the 
benchmark issues of government bonds from 2006 to 2009.  
 
C. Efficiency in Achieving Outcome and Outputs 
 
40. The CMDPC was efficient in achieving its expected outcome and output. The use of 
single-tranche subprograms, with agreed triggers to be completed before each subprogram was 
submitted to the ADB Board of Directors for approval, improved the efficiency of program 
implementation and strengthened the commitment of government, which used its own resources 
up front. All the subprograms were completed on schedule, with loan effectiveness and 
disbursement fulfilled as agreed in the financing agreements. Proceeds for each subprogram 

                                                
11

  ADB. 2006. Completion Report: Financial Governance and Social Security Reform Program. Manila. 
12

  ADB 2002. Report and Recommendation of the President to the Board of Directors: Proposed Cluster, First Loan, 
and Technical Assistance Grant to the Republic of Indonesia for the Financial Governance and Social Security 
Reform Program. Manila.  

13
  ADB. 2006. Country Assistance Program Evaluation: Indonesia. Manila. 
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were subsequently disbursed as budget support to defray government fiscal costs and 
administrative expenses incurred by the various financial institutions implementing the CMDPC 
reforms. The outputs achieved under the CMDPC are discussed in paras. 8–22. 
 
D. Preliminary Assessment of Sustainability 
 
41. The CMDPC is considered likely sustainable. Under the program, laws, regulations, 
standards, systems, and supporting infrastructure were introduced to improve public confidence 
and financial intermediation, maintain resilience, promote good governance, and enhance 
efficiency in Indonesia’s finance sector. These are significant accomplishments that require 
continued government commitment to enforce and enhance compliance with their application. 
While the government showed commitment during program design and implementation, the 
capacity to enforce compliance should be strengthened further, as the momentum of reform still 
relies to a high degree on technical assistance. In particular, the role of Bapepam-LK as a truly 
independent capital market regulator is the key to success of the CMDPC. Under the CMDPC, 
the work on ensuring independency started. Adding a post-program partnership framework to 
the CMDPC design helped maintain policy dialogue beyond program completion and ensured 
the continued implementation of reform activities, thus limiting the risk of reversal.  
 
E. Impact 
 
42. Data on Indonesia’s finance sector performance (2001–2014) in Appendix 5 show 
substantial positive developments in the finance sector. The CMDPC has added value to these 
developments, and ADB, along with the government, has had a major role. The finance sector 
has remained resilient despite the indirect effects of the recent international financial crisis, 
financial intermediation has increased, and the sector has stepped up its contribution to 
Indonesia’s growing economy. Finance sector assets reached an estimated 13% of GDP at the 
end of 2014. Public confidence in the banking and capital market has also risen, as evidenced 
by the increase in borrowers of the commercial banks from 161 per 1,000 adults in 2007 to 377 
per 1,000 adults in 2013, the increase in the ratio of domestic credits to GDP from 25.5% of 
GDP in 2007 to 37.9% of GDP in 2013, and the increase in market capitalization from 38.1% of 
GDP in 2006 to 45.3% of GDP in 2012. These indicators show growth in financial intermediation 
in support of private sector development. These developments have also had an indirect 
positive impact, through better governance, on the extension of financial services to rural areas, 
particularly for development of products from NBFIs. Further, the developments have had a 
direct positive impact on economic growth and poverty reduction.  
 

IV. OVERALL ASSESSMENT AND RECOMMENDATIONS 
 
A. Overall Assessment 
 
43. The CMDPC was implemented as initially designed and was highly relevant to the 
government’s development strategy, ADB’s partnership strategy with the government, and 
ADB’s strategic objectives at the time of approval. Strong government commitment, a well-
sequenced reform framework (CMMP, 2005–2009), and effective high-level coordination among 
the ADB team and the executing and implementing agencies made the CMDPC highly effective 
and efficient in achieving the designed output. With the achievement of the program output, the 
expected outcome was also achieved on schedule and within budget. Public confidence greatly 
improved, leading to an increased nonbank finance sector, particularly a capital market, and 
enabling the capital market to contribute to economic growth and poverty reduction. The 
program has also had significant impact on the institutional development of an independent 
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financial supervisory body. In this context, there is continued dependence on technical 
assistance to complete capacity building activities. This is important as Bapepam-LK staff will 
need to upgrade their competencies to keep pace with the growing number of initial public 
offerings and NBFIs being licensed and the products and services that they each introduce. On 
that basis, the sustainability of the program is deemed likely. Overall, the CMDPC is rated 
successful. 
 
B. Lessons 
 
44. Keys lessons from the CMDPC and associated TA are as follows: 
 

(i) Long-term perspective. The adoption of the medium-term blueprint for a capital 
market master plan meant that the government had a set of long-term objectives to 
guide and shape medium-term policy design and implementation. The close 
consultations involving the government, ADB, and other development partners 
strengthened the government’s ownership and increased the potential for funding 
agency buy-in.14 
 

(ii) Flexibility in design. Capital market development is complex and involves major 
changes to the legal and regulatory framework, institutional arrangements, financial 
infrastructure, and human capacity. Hence, sufficient time must be allocated to 
program implementation. Design flexibility is also a key consideration. The use of the 
program cluster approach gave CMDPC implementers the opportunity to refine the 
policy actions proposed for succeeding subprograms to reflect the government’s 
achievements, changes in the policy and economic environment, and lessons from 
previous subprograms. 

 
(iii) Technical assistance resources. Under the CMDPC, the government adopted 

legal, policy, and institutional measures and established supporting infrastructure. 
Many of the concepts were relatively new and therefore required extensive 
consultation and coordination to ascertain stakeholders’ understanding, acceptance, 
and adoption of the new measures. Substantial TA support was necessary to ensure 
that best practices were incorporated and then consolidated throughout 
implementation to achieve the intended results. The CMDPC identified a program of 
TA projects at the outset to help implement the medium-term program and improve 
the likelihood of compliance with completed activities. The selection of individual 
consultants was based not only on merit but also on their perceived ability to work 
well with local counterpart staff and their sensitivity to the local culture. These criteria 
are considered essential for the successful transfer of knowledge. 
 

(iv) Emerging risks. The transition from a centrally controlled economy to a market-led 
economy creates new forms of risks. The presence of international banks, the offer 
of more sophisticated services to depositors (credit and debit cards for automatic 
teller machines and electronic funds transfer systems), and the increase in lending 
demonstrate increasing investor confidence in Indonesia’s capital market system. 
With these encouraging developments, however, come new risks and challenges—
such as the impact of global financial crises on Indonesia’s fiscal sustainability, i.e., 
close to 30% of Indonesia’s bond holders are foreigners.  

                                                
14

 Development partners that are involved in finance sector development are Government of Australia, Japan 
International Cooperation Agency (JICA), United States Development Agency (USAID), IMF, and the World Bank. 
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C. Recommendations 
 
45. Future monitoring. The progress of the capital market reforms, including the CMDPC 
outputs already achieved, as well as reform activities included in the post-program monitoring 
framework will require close monitoring. ADB technical assistance is guiding the completion of 
some key reform activities beyond the CMDPC. Continued implementation and stronger 
enforcement will ensure the full achievement of the CMDPC outcome and impact. Key reform 
initiatives will require sufficient human capital with the expertise and the will to strengthen 
surveillance and enforcement. It is recommended that progress in achieving the program 
objectives be closely monitored and that ADB work closely with the newly established OJK. 
 
46. Further action or follow-up. Some reform activities under the CMDPC, such as 
increasing the technical capacity of the regulator in NBFIs, the passage of a law on capital 
markets, implementation of the new insurance law, and continued discussion with the 
directorate general of tax on tax issues, are important to continuing the capital market reform. 
Further, strengthening corporate governance is crucial as it will have direct impact on more 
initial public offerings in the market. It is recommended that the momentum of reform be 
sustained under the next finance sector program cluster and TA projects. Further to the CMDPC 
linked agenda, ADB will need to reinvest in the government’s financial inclusion agenda. 
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 DESIGN AND MONITORING FRAMEWORK 

Design Summary 

Performance 
Targets and 

Indicators with 
Baselines Achievements 

Data Sources and 
Reporting 

Mechanisms 
Assumptions and 

Risks 

Impact 
Greater finance 
sector resilience 
and diversification 

 
Increase in 
nonbank finance 
sector’s share of 
total finance sector 
assets from 20% to 
25%–28% by 
2011–2012 

 
As at December 
2014, the nonbank 
finance sector’s 
assets reached 
13% of GDP or 
33% of total finance 
sector assets 
(outside banking 
sector) 

 
Reports and 
statistics 
published by Bank 
Indonesia, MOF, 
and SROs 

Assumptions 
Macroeconomic 
stability. The 
economy will be 
able to withstand 
the direct adverse 
effects of the global 
financial crisis on 
the level of 
economic activity 
and the distortions 
created in its 
financial markets. 
 
Political will and 
commitment to 
pursue reforms 

     
Risk 
Implications of 
global financial 
crisis and external 
vulnerabilities. 
Risks remain, 
especially during a 
period of global 
financial turmoil. 

   

   

Outcome 
Greater 
contribution by the 
capital market to 
domestic financing 

 
Increase in market 
capitalization by 
20% over the 
medium term by 
2012 (baseline 
Rp1,249.10 
trillion in 2006) 
(Targets revised–
market 
capitalization to 
increase by 50% by 
2012, as 
performance 
exceeded 
expectations) 
 
A doubling of the 
number of 
individual holders 
of market 
securities, equity, 
and government 
bonds, including 

 
Market 
capitalization has 
increased to 
Rp4,127 trillion in 
2012, which is 
more than 20% 
from the baseline  
 
 
 
 
 
 
 
 
 
Number of 
individual holders 
of market 
securities, equity, 
and government 
bonds 

 
Reports and 
statistics 
published by Bank 
Indonesia, MOF, 
and SROs 
 
ADB review 
mission 

Risks 
Fiduciary and 
reputational 
risks. Indonesia 
has an enormous 
public sector 
institutional reform 
agenda 
aiming to address 
concerns over the 
quality of 
Indonesia’s public 
financial 
management 
procedures and 
processes.  
 
Lack of 
commitment and 
accountability. Lack 
of accountability, 
measurable 
outcomes, industry 
commitment, and 
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Design Summary 

Performance 
Targets and 

Indicators with 
Baselines Achievements 

Data Sources and 
Reporting 

Mechanisms 
Assumptions and 

Risks 

through mutual 
funds, by 2012 
(baseline 215,025 
in December 2007, 
since increased by 
58% as of July 
2009) 

tactical planning 
mean that the 
CMMP may run 
into implementation 
difficulties. 

Outputs    Assumption 
1. Enhanced 
information 
disclosure and 
improved price 
discovery 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2. Deeper and 
more liquid 
financial 
markets 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Market valuation of 
fixed-income 
instruments 
achieved, leading 
to better 
pricing 
 
Improved corporate 
governance and 
investor 
protection 
 
 
 
 
 
 
 
 
Benchmark yield 
for government 
securities 
developed through 
reduction in 
spreads from 20–
30 basis points to 
less than 10 basis 
points by 2010–
2012  
 
Short-term yield 
curve developed 
leading to better 
pricing of securities 
 
Corporate bond 
market increased to 
5% of GDP by 
2012 
 
Two or three 
infrastructure 
financing 
companies 

The pricing of 
market valuation of 
fixed-income 
instruments has 
been achieved 
 
 
In 2014, OJK 
implemented good 
corporate 
governance (GCG) 
 
In 2013, Securities 
Investment 
Protection Fund 
was established  
 

Bapepam-LK and 
industry reports 
 
 
 
 
 
Market reports and 
feedback  
 
Bapepam-LK 
reports 
 
 
 
 
 
 
 
MOF and DMO 
directorate 
general data; 
announcement 
of offerings on 
Bank 
Indonesia website 
 
 
 
 
Bapepam-LK 
reports 
 
Government 
notification 
 
Bank Indonesia/ 
Bapepam- 
LK/IDX market 
reports 
 
Bapepam-LK 
reports 
 

Commitment to 
reforms and 
effective 
implementation of 
TA 
recommendations 
by the government 
 
Risks 
Sustaining reforms. 
Vested or 
competing interests 
may oppose the 
reforms being 
undertaken by the 
government. The 
public and 
Parliament will 
need to be 
persuaded of the 
longer-term 
benefits of reforms 
that have 
upfront costs. 
 
Governance and 
capacity 
constraints. Unless 
institutional and 
human capacity 
building takes place 
within Bapepam-
LK, the 
implementation of 
reforms may be 
delayed. 
 
Enforcement 
constraints. 
Bapepam-LK may 
have difficulty 
implementing its 
compliance and 
enforcement 

 

 
Benchmark yield 
for government 
securities 
developed 
 
 
 
 
 
 
 
Short-term yield 
curve developed 
 
 
 
Corporate bond 
market increased to 
5% of GDP in 2014 
 
 
The government 
established two 
infrastructure 
companies in 2010 
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Design Summary 

Performance 
Targets and 

Indicators with 
Baselines Achievements 

Data Sources and 
Reporting 

Mechanisms 
Assumptions and 

Risks 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

established by 
2010 providing 
longer-term 
financing for 
infrastructure 
development (one 
new company to be 
established in 2009 
through ADB 
support) 
 
Secondary market 
liquidity enhanced 
through adoption of 
master repo 
agreement by 2010 
 
 
Enhanced clearing 
and settlement 
infrastructure 
leading to 
increased 
secondary market 
trading volumes 
and reduction in 
trading costs by 
10%–15% by 
2011–2012 
(baseline 72 basis 
points in 2005) 
 
New products 
issued, such as 
sharia-based 
investment 
products, asset-
backed securities, 
exchange traded 
funds, municipal 
bonds, and other 
derivative products 
such as stock 
options by 2012 
 
Increase in number 
of listed companies 
by 15% by 2011 
(baseline 344 in 
2006. Targets 
revised–to increase 
by 35% by 2011, as 

 
 
 
 
 
 
 
 
 
 
 
Global Master 
Repo Agreement is 
still in the process 
with expected date 
of issuance of June 
2014 
 
Clearing and 
settlement 
infrastructure is 
enhanced. 
 
 
 
 
 
 
 
 
 
 
More sharia-based 
investment 
products, asset-
backed securities, 
and ETFs have 
been introduced in 
the IDX. 
 
 
 
 
 
 
In 2013, there were 
483 listed 
companies, or an 
increase of more 
than 40% from 
2006 
 

 
 
 
 
 
 
 
 
 
 
 
Bank 
Indonesia/DGDM/I
DX/KPEI 
reports 
 
 
 
IDX/KPEI/Bapepam
-LK reports 
 
 
 
 
 
 
 
 
 
 
 
 
IDX/Bapepam-LK 
reports 
 
 
 
 
 
 
 
 
 
 
 
IDX/Bapepam-LK 
reports 
 
 
 
 
 

mandate 
effectively. 
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Design Summary 

Performance 
Targets and 

Indicators with 
Baselines Achievements 

Data Sources and 
Reporting 

Mechanisms 
Assumptions and 

Risks 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

performance 
exceeded 
expectations) 
 
Number of 
investors in stock 
market doubles by 
2011–2012 
(baseline 215,025 
in 2007. Increased 
by 58% since 2006) 
 
Trading 
value/market 
capitalization 
increased by 5%–
7% every year 
(baseline market 
cap Rp1,249.10 
trillion in 2006. 
Increased by 50% 
since 2006) 
 
Assets of private 
pension funds 
increased by 5%– 
7% every year. 
Private gross 
premium to GDP 
increased from 
1.6% to 2.0% since 
2003 
(assets baseline 
Rp74,806 billion in 
2006. Performance 
until July 2009 
exceeded 
expectations) 
 
Takaful insurance 
provided from 2009 
 
 
 
Jakarta Stock 
Exchange (JSX) 
and Surabaya 
Stock Exchange 
(SSX) merged in 
2008. Broadened 
exchange 
ownership and 

 
 
 
 
In 2012, the 
number of investor 
was 359,335 
 
 
 
 
 
In 2012, market 
capitalization was 
Rp4,127 trillion 
 
 
 
 
 
 
 
 
In 2015, assets of 
private pension 
funds were Rp183 
trillion and private 
gross premium to 
GDP was 2.13% of 
GDP in 2012 
 
 
 
 
 
 
 
 
 
Takaful insurance 
is provided in 2009 
 
 
 
In 2007, SSX 
merged into JSX 
and renamed 
Indonesia Stock 
Exchange (IDX)  
 
 
 

 
 
 
 
IDX/Bapepam-LK 
reports 
 
 
 
 
 
 
IDX/Bapepam-LK 
reports 
 
 
 
 
 
 
 
 
 
Bapepam-
LK/Pension Biro 
reports 
 
 
 
 
 
 
 
 
 
 
 
 
 
Bapepam-LK 
reports/insurance 
industry 
feedback 
 
IDX reports 
 
Bapepam-LK 
reports 
 
Industry feedback 
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Design Summary 

Performance 
Targets and 

Indicators with 
Baselines Achievements 

Data Sources and 
Reporting 

Mechanisms 
Assumptions and 

Risks 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
3. Better market 
surveillance and 
investor protection 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

stronger 
governance by 
2011–2012 
 
Increased issuance 
of sharia-based 
products though 
removal of tax 
distortions on such 
products in 2009; 
tax distortions on 
mutual funds 
removed in 2009 
 
Appropriate 
regulatory structure 
for Indonesia's 
finance sector 
developed by Q1 
2011, leading to 
enhanced system 
stability and 
improved regulation 
and operations of 
the capital markets 
and nonbank 
finance sector 
through 
amendments of the 
three sector laws 
 
Investors in 
Indonesia 
gain access to 
about 120 more 
quality stocks 
through 
participation in the 
ASEAN trading 
board by 2011–
2012 
 
Risk-based 
parameters for 
insurance 
companies 
and pension funds 
strengthened 
 
Consolidation in the 
insurance industry 
through increase in 

 
 
 
 
Sharia-based 
products still being 
charge a 15% 
income tax rate by 
directorate general 
of tax 
 
 
 
 
A unified financial 
regulator was 
established in 
2013, called 
Otoritas Jasa 
Keuangan or OJK. 
New insurance law 
was introduced in 
2014, while the 
capital market law 
and banking law 
are still under 
consideration with 
expected issuance 
in 2016 
 
 
In 2015, the IDX is 
still reluctant to join 
the ASEAN Trading 
Link, a cross-
border trading 
gateway among 
ASEAN members, 
because of the lack 
of a dispute-
settlement system 
 
Insurance 
companies and 
pension funds have 
implemented risk-
based supervision 
 
 
Consolidation in the 
insurance industry 
is yet to happen. 

 
 
 
 
DGTAX/Bapepam-
LK reports 
 
 
 
 
 
 
 
 
Government/MOF 
notification 
IDX/Bapepam-LK 
reports 
 
 
 
 
 
 
 
 
 
 
 
 
 
IDX/Bapepam-LK 
reports 
 
 
 
 
 
 
 
 
 
Bapepam-LK 
reports 
Insurance industry 
association 
feedback 
 
 
Bapepam-LK 
reports 
Insurance industry 
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Design Summary 

Performance 
Targets and 

Indicators with 
Baselines Achievements 

Data Sources and 
Reporting 

Mechanisms 
Assumptions and 

Risks 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
4. Stronger 
governance 
and human 
resource 
capacity 
 
 
 
 
 
 
 
 
 

minimum capital 
requirements for 
insurance 
companies, 
leading to reduction 
in the number of life 
insurance 
companies by 20% 
and nonlife 
insurance 
companies by 25% 
 
Enhanced investor 
protection through 
investor protection 
fund set up by 
2010–2012  
 
Anti-money-
laundering 
regime 
strengthened in 
2009  
 
Capital Market 
Institute 
established as a 
cooperative effort 
by IDX, KPEI, 
KSEI, University of 
Indonesia, and 
Bapepam-LK in 
2009, leading to 
enhanced quality of 
industry 
professionals 
 
Government 
budgetary 
allocation of $18 
million in total over 
2008–2012 
 
Database and user-
friendly website set 
up in 2010 to 
provide 
consolidated 
market information 
 

The number of 
insurance 
companies is much 
the same in 2013 
(140) as it was in 
2009 (144) 
 
 
 
 
 
 
Securities 
Investment 
Protection Fund 
was introduced in 
2013 
 
Anti-money-
laundering regime 
was strengthened 
with a number of 
strong regulations 
 
Capital market 
institute was 
established in 2010 
 
 
 
 
 
 
 
 
 
 
Data cannot be 
found 
 
 
 
 
Database and user-
friendly website is 
now available 
through OJK 

association 
feedback 
 
 
 
 
 
 
 
 
 
 
IDX/Bapepam-LK 
reports 
 
 
 
 
PPATK reports 
 
 
 
 
 
Bapepam-
LK/UI/SROs 
report and 
feedback 
 
 
 
 
 
 
 
 
 
Bapepam-LK/MOF 
reports 
 
 
 
 
Bapepam-LK 
reports 
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Activities with Milestones: 
1. Enhanced information disclosure and improved price discovery 

1.1 Bapepam-LK monitors the progress on real-time reporting on price information 
1.2 Bapepam-LK supports the establishment of the local bond pricing agency by 2009 
1.3 Bapepam-LK develops internal process and procedures to ensure prompt disclosure of 

changes in beneficial ownership of officers, directors, and shareholders with 5% holding in 
public companies in line with international practices by June 2009 

2. Deeper and more liquid financial markets 

2.1 Presidential Decree 16/1988 amended by June 2009 to allow establishment of finance 
companies for infrastructure 

2.2 Master repo agreement adopted by all market participants by the end of 2010 
2.3 Single centralized registry for government securities established by 2010 
2.4 Takaful insurance provided from 2009 

2.5 Bapepam-LK considers enhancing the role of primary dealers by June 2009 
2.6 Bapepam-LK issues revised rules on short selling in 2009 
2.7 DGDM issues treasury bills of shorter maturity, progressively to 1 month, between October 

2007 and June 2010 
2.8 DGDM directorate general monitors market-making obligations of primary dealers in 

coordination with Bapepam-LK and Bank Indonesia 
2.9 Bapepam-LK introduces straight-through processing by June 2010 
2.10 Continuous net settlement introduced by June 2010 
2.11 Government issues sukuk bonds from 2008 
2.12 Rules for issuing and trading stock options and index-based options drafted for approval by 

Bapepam-LK by June 2009 
2.13 Legal basis for sharia-based operations submitted to Parliament by June 2009 
3. Better market surveillance and investor protection 

3.1 Task force set up in August 2009 to examine alternative regulatory structures 
3.2 Task force completes study on regulatory structures by the end of 2009 
3.3 Bapepam-LK decides on regulatory structure to enhance its independence and powers by 

early 2010 
3.4 Draft amendments of the three sector laws—capital markets, pension, and insurance—

submitted to president office in April 2010 
3.5 The three sector laws submitted for parliamentary consideration in 2010 
3.6 IDX enters into bilateral MOUs with five other participating ASEAN exchanges to 
set up ASEAN trading board in 2009 
3.7 Bapepam-LK monitors implementation of the merger of Jakarta Stock Exchange and the 

Surabaya Stock Exchange 2008–2009 
3.8 Lembaga Penilaian Harga Efek Indonesia (established on 28 December 2007) application for 

operating as a bond pricing agency considered by Bapepam-LK by June 2009 
3.9 DGDM establishes a securities lending facility scheme by June 2009 
3.10 Sovereign sharia securities, on approval of the Parliament, become a legal basis for 

government to issue sukuk 

3.11 Bapepam-LK develops a new tool for its pension funds’ risk-based supervision 
3.12 Risk-based parameters for insurance companies and pension funds strengthened. Minimum 

capital requirements for insurance companies increased progressively from 2010 to 2014 
3.13 Investor protection fund set up by 2010–2012 
3.14 Fund managers to utilize Independent valuation provided by bond pricing agency 
4. Stronger governance and human resource capacity 

4.1 Comprehensive FSAP +++ assessment undertaken in 2009 and 2010, and resolution of 
findings 

4.2 Anti-money-laundering regime strengthened in 2009 
4.3 Capital Market Institute established as a cooperative effort by IDX, KPEI, KSEI, UI, and 

Bapepam-LK in 2009 
4.4 Government budgetary allocation of $18 million in total over 2008–2012 
4.5 Database and user-friendly website set up in 2010 to provide consolidated market information 
4.6 Capital market master plan developed in 2009 for 2010–2014 

 

DGDM = directorate general debt management, DGTAX = directorate general tax, ETF = exchange traded fund,  
IDX = Indonesia Stock Exchange, JSX = Jakarta Stock Exchange, KPEI = Indonesian Clearing and Guarantee 
Corporation, KSEI = Indonesian Central Securities Depository, MOF = Ministry of Finance, OJK = Financial Service 
Authority, SRO = self-regulatory organization, SSX = Surabaya Stock Exchange, UI = University of Indonesia. 
Source: Asian Development Bank. 
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POLICY MATRIX 
 

Indonesia Capital Market Development Program Cluster (Subprogram 1) 
(1 January 2006–September 2007) 

 
Program Impact: Finance sector diversification and resilience 
Program Outcome: Increased contribution by the capital market to domestic financing by 
(1) enhancing information disclosure and improving price discovery, 
(2) promoting deeper and more liquid financial markets, 
(3) improving market surveillance and investor protection, and 
(4) strengthening governance and human resource capacity in market institutions. 

 

Purpose 

Actions Under 
Subprogram 1 

(1 January 2006–September 2007) 
Responsible Agency/ 
Status of Compliance 

Indicative Actions Under 
Subprogram 2 

(October 2007–2009) 
(1) Enhancing information disclosure and improving price discovery 
1.1 Strengthen price 

information disclosure 
1.1.1 Bapepam-LK

a
 to issue rules to (i) require 

traders to promptly disclose secondary trading in 
government securities (e.g., price), and (ii) require 
issuers of corporate debt securities to provide details 
of any material changes to rating agency (which will 
then determine whether the issue will be rerated) as 
well as to update the rating on the anniversary of 
bond issuance 

Bapepam-LK 
(accomplished) 

Bapepam-LK to monitor progress toward 
real-time price information 

1.2 Enhance market valuation 

of fixed-income instruments 
1.2.1 Bapepam-LK to issue rule to enable 

establishment of an independent bond pricing 
agency 

Bapepam –LK 
(accomplished) 

Bapepam-LK to support the establishment 
of a bond pricing agency (by the private 
sector) 

1.3 Improve market 

transparency 
1.3.1 Bapepam-LK to revise rule concerning 

obligations of issuers and public companies to 
include additional information on corporate 
governance as part of annual reports. Rule to include 
provision for disclosure of information on board 
committees (e.g., audit, remuneration, nomination) 

Bapepam-LK 
(accomplished) 

Bapepam-LK to develop internal 
processes, procedures, and systems to 
enable prompt public disclosure of 
changes in beneficial ownership of 
officers, directors, and significant 
shareholders with 5% holding of public 
companies in line with international good 
practice 

(2) Promoting deeper and more liquid capital markets 
2.1 Develop government bond 

market 
2.1.1 MOF, Bank Indonesia, and SROs to formalize 

establishment of interagency committee to improve 
coordination for development of the government 
bond market 

MOF/DMO 
(accomplished) 

Bapepam-LK to consider enhancing the 
role of Himdasun (primary dealers 
association) in the bond market to support 
regulatory surveillance 

2.2 Improve market liquidity 2.2.1 Bapepam-LK to issue guidelines to clarify 

accounting treatment of repurchase transactions to 
facilitate the development of the repurchase market 

Bapepam-LK 
(accomplished) 

Bapepam-LK in coordination with Bank 
Indonesia to address issues constraining 
wider adoption of the master agreement 
for repurchase transactions. DMO and 
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Purpose 

Actions Under 
Subprogram 1 

(1 January 2006–September 2007) 
Responsible Agency/ 
Status of Compliance 

Indicative Actions Under 
Subprogram 2 

(October 2007–2009) 
Bank Indonesia to develop a centralized 
securities borrowing and lending program 
for government bonds 

2.2.2 Bapepam-LK to prepare revisions to 

regulations on short selling and margin trading in 
securities to incorporate international best practices. 
Regulations to, among other things, clarify securities 
eligible for short selling, uptick rule, and other 
measures to address related risk 

Bapepam-LK 
(accomplished) 

Bapepam-LK to issue revised rules on 
short selling and margin trading 

2.2.3 DMO and MOF to (i) gradually develop the 

benchmark yield curve by issuing appropriate 
benchmark maturities for government debt securities 
with tenors of 5, 7, 10,15, and 20 years; and (ii) 
develop an annual auction calendar 

DMO 
(accomplished) 

DMO to provide quarterly updates to an 
annual auction calendar to market 
participants to provide clarity on issuance 
expectations 

2.2.4 DMO to issue T-bills of 12 months maturity to 

initiate the development of the short-term 
government debt market 

DMO 
(accomplished) 

DMO to progress issuance of short-term 
T-bills down to 1 month maturity 

2.2.5 MSOE to develop a pipeline of candidate SOEs 

for privatization in accordance with the privatization 
strategy 

MSOE 
(accomplished) 

MSOE to conduct IPOs for selected SOEs 

2.2.6 DMO to establish system of primary dealership 

with underwriting and market-making responsibilities 
in government debt securities 

DMO 
(accomplished) 

DMO, in consultation with Bapepam-LK 
and Bank Indonesia, to review the 
operations of primary dealers to ensure 
they are carrying out underwriting and 
market-making commitments and two-way 
quote obligations 
 
DMO to take measures to extend the 
scope of two-way quotations and to 
reduce the bid and offer spread 

2.3 Improve overall market 

access and reduce transaction 
costs 

  Bapepam-LK to develop “single point 
straight through processing” to undertake 
consolidated post-trade processing 
 
Bapepam-LK in consultation with Bank 
Indonesia to undertake a study on the 
feasibility of a single centralized custody 
or registry to consolidate all capital market 
depository activity under one entity 
 
DMO in association with Bapepam-LK to 
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Purpose 

Actions Under 
Subprogram 1 

(1 January 2006–September 2007) 
Responsible Agency/ 
Status of Compliance 

Indicative Actions Under 
Subprogram 2 

(October 2007–2009) 
request Bank Indonesia to allow nonbank 
primary dealers to participate in Bank 
Indonesia’s repurchasing window 
 
Bapepam-LK to improve the clearing and 
settlement infrastructure by requiring 
continuous net settlement 

 2.3.2 Bapepam-LK to require JSX to implement 

screen-based remote trading system 
Bapepam-LK/JSX/SSX 
(accomplished) 

 

2.4 Develop new market 

products including hedging 
instruments 

2.4.1 DMO to issue retail bonds DMO 
(accomplished) 

 

2.4.2 Bapepam-LK to issue rules to enable the 

establishment of exchange traded funds 
Bapepam-LK 
(accomplished) 

Bapepam-LK to require exchange to issue 
listing rules for ETFs 
 
Bapepam-LK to issue rules to enable the 
establishment of real estate investment 
trusts 

2.4.3 MOF to issue decree and Bapepam-LK to issue 

rules to facilitate the issuance of municipal bonds 
MOF and Bapepam-LK 
(accomplished) 

MOF to monitor development of local 
government (municipal) bond markets 

2.4.4 MOF to prepare draft bill to enable government 
to issue sukuk (sharia-compliant bonds) 

MOF/DMO 
(accomplished) 

Sukuk to be issued by the government 

2.4.5 Bapepam-LK to facilitate the development of 

sharia-based capital market by (i) establishing a 
mechanism for effective cooperation and 
coordination between Bapepam-LK and the National 
Shariah Board; and (ii) adopting regulations to 
enable the issuance of sharia-based securities 

Bapepam-LK 
(accomplished) 

Bapepam-LK to support the issuance of 
new sharia-compliant products 

2.4.6 Bapepam-LK to submit draft amendments to 

Presidential Regulation 19/2005 to the minister of 
finance to enable SMF to lend for long-term tenors 
(up to 10 years) in order to develop a critical mass of 
primary mortgage-backed receivables and develop 
and enhance the market for asset and mortgage-
backed receivables 

MOF/Bapepam-LK 
(accomplished) 

Bapepam-LK to support development of 
appropriate accounting standards by 
Indonesian Accounting Association to 
facilitate development of asset-backed 
securities market 

2.4.7 Bapepam-LK to require JSX to prepare and 

submit study on introduction of stock options and 
index-based options to Bapepam-LK 

Bapepam-LK/JSX 
(accomplished) 

Bapepam-LK to require JSX to prepare 
and submit for approval rules and 
regulation for issuance and trading of 
stock options and index-based options 
 
DMO to coordinate with JSX to develop 
bond index futures contracts 
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Purpose 

Actions Under 
Subprogram 1 

(1 January 2006–September 2007) 
Responsible Agency/ 
Status of Compliance 

Indicative Actions Under 
Subprogram 2 

(October 2007–2009) 
2.4.8 Bapepam-LK to provide technical support to the 

IAA to adopt accounting standards for the application 
of sharia principles in sharia-based capital market 

Bapepam-LK/IAA 
(accomplished) 

 

2.5 Enhance performance of 

contractual savings industry 
2.5.1 Bapepam-LK to prepare draft amendments to 

the Pension Law to permit alternative payout options 
in addition to annuitization of defined contribution 
accumulation to address impediments to the 
development of the private pension industry 

Bapepam-LK/ MOF 
(accomplished) 

Bapepam-LK to allow insurance 
companies to have diversified services 
portfolios  
 
Bapepam-LK to undertake study on the 
possibility of liberalizing restrictions on 
investments by contractual savings 
institutions, including criteria for 
investments in foreign assets 

2.5.2 Bapepam-LK to prepare draft amendments to 

the Insurance Law to strengthen the legal basis for 
sharia-based operations 

Bapepam-LK 
(accomplished) 

MOF to submit bill to Parliament to 
strengthen the legal basis for sharia-
based operations 

2.5.3 Bapepam-LK to prepare an assessment for the 

future development of public pensions and old age 
savings within the context of the National Social 
Security Law, leading to a road map 

Bapepam-LK 
(accomplished) 

 

2.6 Strengthen stock exchange 

governance 
2.6.1 Merger of JSX and SSX to be approved by  

Bapepam-LK and exchange shareholders 
Bapepam-LK 
(accomplished) 

Bapepam-LK to 
(i) monitor the implementation of the 
merger agreement between JSX and SSX, 
(ii) allow merged exchange to implement 
strategy to broaden ownership and 
strengthen governance, and 
(iii) provide a framework for the 
establishment of alternative trading 
system and electronic communication 
network 

2.6.2 Bapepam-LK to prepare draft amendments to 

the Capital Market Law to enable (i) broader 
ownership of the merged stock exchange, and  
(ii) for-profit exchanges 

Bapepam-LK 
(accomplished) 

MOF to submit draft amendments to the 
Capital Market Law to parliament, 
including provisions to enable (i) broader 
ownership of the merged stock exchange, 
and (ii) for-profit exchanges 

2.6.3. New corporate law enacted to allow for  

(i) stock exchange, clearing, and settlement 
institution to be owned by a single legal entity, and 
(ii) par value for shares for public companies to be 
optional 

Bapepam-LK 
(accomplished) 

 

2.7 Promote more conducive 

tax environment for capital 

2.7.1 MOF to facilitate parliamentary discussion on 

provisions in draft amendments to tax laws to allow 
MOF/DG Tax 
(accomplished) 

MOF to submit to Parliament amendments 
to tax laws to address tax disincentives in 
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Purpose 

Actions Under 
Subprogram 1 

(1 January 2006–September 2007) 
Responsible Agency/ 
Status of Compliance 

Indicative Actions Under 
Subprogram 2 

(October 2007–2009) 
markets development for more conducive tax environment for capital 

market development including 
(i) suspension/elimination of value-added tax on 
transfer of assets from originator to a special-purpose 
vehicle for securitization purposes, and 
(ii) elimination of double taxation on repurchase 
agreements 

sharia-based products 
 
Government to study and consider full 
application of exempt–exempt–taxable 
tax treatment for pension funds 

2.7.2 DG Tax to submit draft government regulation 

to minister of finance to provide tax incentives for 
listed companies with a minimum public float of 40% 
of shares 

MOF 
(accomplished) 

Government to issue decree to provide tax 
incentives for (i) new listings on stock 
exchanges, and (ii) listed companies with 
a minimum public float of 40% of shares 

(3) Improving market surveillance and investor protection 
3.1 Strengthen autonomy, 

accountability, and powers of 
Bapepam-LK 

3.1.1 Bapepam-LK to propose appropriate regulatory 

structures and submit to minister of finance to 
provide it with enhanced financial flexibility and 
strengthened powers. The structure shall 
(i) clarify the duty of confidentiality for officials and 
staff and attendant liability for breach of such duty; 
(ii) provide for enhanced accountability of officials 
and staff; and 
(iii) provide for flexibility to Bapepam-LK in 
recruitment, including recruitment from the private 
sector, outside the civil service code 

Bapepam-LK 
(accomplished) 

MOF to implement the regulatory 
framework that enhances Bapepam-LK’s 
financial autonomy and strengthens 
powers, including powers to recruit from 
the private sector 
 
Bapepam-LK to strengthen and harmonize 
administrative sanctions across sectors to 
serve as an effective deterrent and to 
reduce incentives for regulatory arbitrage 

3.1.2 Bapepam-LK to draft amendments to Capital 

Market, Pension, and Insurance Laws to achieve 
greater compliance with international best practices 
and principles (IOSCO, IAIS, and OECD). The drafts 
shall 
(i) strengthen protection of staff from legal 
harassment (immunity for official acts done in good 
faith), 
(ii) require better governance by market participants, 
and 
(iii) strengthen enforcement powers and clarify the 
power to impose administrative sanctions on any 
party which violates the law. 
 
The draft amendments to the capital market law 
should also include 
(i) power to obtain information on beneficial 
ownership, and 

Bapepam-LK 
(accomplished) 

MOF to submit draft amendments to the 
Capital Market, Pension, and Insurance 
Laws to achieve greater compliance with 
international best practices and principles 
(IOSCO, IAIS, and OECD) to parliament 
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Purpose 

Actions Under 
Subprogram 1 

(1 January 2006–September 2007) 
Responsible Agency/ 
Status of Compliance 

Indicative Actions Under 
Subprogram 2 

(October 2007–2009) 
(ii) provisions to strengthen and clarify the ability to 
share information with foreign regulators in 
connection with cross-border securities fraud 
3.1.3 Bapepam-LK to (i) establish an internal 

compliance bureau to strengthen governance; and 
(ii) develop and adopt an internal code of conduct for 
officials and staff, including the duty of confidentiality, 
provide related training to officials and staff to ensure 
that they are aware of their responsibilities, and post 
the code on its website 

Bapepam-LK 
(accomplished) 

Bapepam-LK to review and, where 
appropriate, consolidate rules, remove 
inconsistencies, and post rules and 
subsequent amendments on its website 

3.2 Promote International 

cooperation 
3.2.1 Bapepam-LK to continue to enter into further 

bilateral MOUs with foreign securities regulators to 
strengthen information sharing 

Bapepam-LK 
(accomplished) 

 

3.2.2 Bapepam-LK to (i) conduct an assessment of 

its ability to meet benchmarks under the IOSCO 
multilateral MOU to enable it to share information 
with other signatories in connection with cross-border 
securities fraud (i.e., to become a signatory to 
Appendix A), and (ii) identify impediments to meeting 
such benchmarks and become a signatory to 
Appendix B by indicating its commitment to IOSCO to 
address such impediments 

Bapepam-LK 
(accomplished) 

Bapepam-LK to develop and implement 
IOSCO multilateral MOU action plan 

3.3 Rationalize organizational 

structure of Bapepam-LK 
3.3.1 Bapepam-LK to develop a plan for a more 

effective organizational structure that incorporates a 
functional approach to addressing gaps in regulatory 
and supervisory oversight and harmonizing 
regulation and supervision 

Bapepam-LK 
(accomplished) 

Subject to adoption of the proposed 
regulatory structure, Bapepam-LK to  
(i) centralize enforcement functions over 
all nonbank financial institutions and 
organize enforcement bureau along 
functional lines, and (ii) amend regulations 
to provide for a common licensing 
framework for the NBFS (e.g., governing 
persons are fit and proper, initial and 
ongoing risk-based capital requirements, 
appointment of a compliance officer for 
contractual savings/collective investment 
schemes, appointment of an independent 
custodian to hold client assets, and 
appointment of a supervisory 
board/committee with audit/risk committee 
reporting to supervisory board/committee, 
independent auditor) 
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Purpose 

Actions Under 
Subprogram 1 

(1 January 2006–September 2007) 
Responsible Agency/ 
Status of Compliance 

Indicative Actions Under 
Subprogram 2 

(October 2007–2009) 
3.4 Enhance risk-based 

supervision of contractual 
savings industry 

3.4.1 Bapepam-LK to review risk-based parameters 

used in the insurance industry with a view to 
strengthening risk-based supervision 

Bapepam-LK 
(accomplished) 

Bapepam-LK to update risk-based 
parameters and minimum capital 
requirements in line with international best 
practices 
 
Bapepam-LK to implement risk-based 
supervision of pension funds 

3.5 Strengthen investor 

protection 
3.5.1 Bapepam-LK to conduct a feasibility study on 

creating a securities market investor protection fund 
Bapepam-LK 
(accomplished) 

Bapepam-LK and JSX to develop an 
implementation plan for a securities-
market investor protection fund  

3.5.2 Bapepam-LK to strengthen regulation of 

collective investment schemes by (i) preparing draft 
amendments to the Capital Market Law to strengthen 
provisions governing conflicts of interest, and (ii) 
issuing regulations to cover 
(a) advertising, performance, record keeping, 
disclosure, distribution, and sales; 
(b) protection of unit holder rights and more equitable 
treatment of fund investors; 
(c) disclosure to unit holders; and 
(d) requirements for technical competence 

Bapepam-LK 
(accomplished) 

MOF to submit amended draft Capital 
Markets Law to Parliament. Bapepam-LK 
to establish facility to allow for submission, 
monitoring, and addressing of investor 
complaints 

  Bapepam-LK to issue rules and guidelines 
on asset valuation and disclosure rules on 
asset valuation and require the prospectus 
for each investment fund to disclose the 
valuation method that will be used by 
Bapepam-LK to 
(i) issue rules and guidelines for fund 
managers so they can use the 
independent valuation provided by 
licensed Bond Pricing Agency, and 
(ii) monitor implementation of net asset 
value calculations and disclosure 

3.5.3 Bapepam-LK to issue new rules to improve the 

professionalism of mutual fund sales agents and 
representatives by imposing licensing, examination, 
and registration requirements 

Bapepam-LK 
(accomplished) 

Bapepam-LK to review effectiveness of 
implementation of rules concerning mutual 
fund sales agents and representatives 

 3.5.4 Bapepam-LK to (i) issue rule to require 

securities companies to submit audited financial 
statements signed by commissioners and directors, 
and (ii) revise current rules governing licensing of 

Bapepam-LK 
(accomplished) 
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Purpose 

Actions Under 
Subprogram 1 

(1 January 2006–September 2007) 
Responsible Agency/ 
Status of Compliance 

Indicative Actions Under 
Subprogram 2 

(October 2007–2009) 
securities company 

(4) Strengthening governance and human resource capacity 
4.1 Strengthen overall finance 

sector risk management 
though better coordination 

4.1.1 MOF and Bank Indonesia to establish the 

FSSF through a joint decree and to commence 
operations 

MOF 
(accomplished) 

FSSF to develop Indonesian financial 
system architecture and financial 
sector early warning system 

4.2 Strengthen the anti-money- 

laundering regime 
4.2.1 PPATK to develop a systematic approach to 

addressing anti-money-laundering issues 
PPATK 
(accomplished) 

Bapepam-LK and PPATK to work with 
industry associations to develop 
systematic capacity building approach for 
nonbank financial institutions to improve 
compliance with anti-money-laundering 
regulations  
 
Bapepam-LK to develop and implement 
procedures and strengthen capacity for 
effective supervision of anti-money-
laundering regulations 
 
PPATK to prepare amendments to the 
anti-money-laundering law to comply with 
revised FATF 40+9 recommendations 
and provide for a reorganization of 
PPATK, and confer upon it additional 
powers, including the ability to conduct 
preliminary investigations 

 4.2.2 Bapepam-LK to strengthen know-your-

customer rules for nonbank financial institutions 
Bapepam-LK 
(accomplished) 

4.3 Strengthen actuarial 

profession 
4.3.1 Bapepam-LK to support PAI in pursuing 

programs to strengthen the insurance industry 
Bapepam-LK 
(accomplished) 

Bapepam-LK and PAI to continue training 
programs and related efforts for the 
actuarial profession to further strengthen 
the insurance industry to reach 
international standards 

4.4 Enhance industry skills and 

capacity for capital markets 
and contractual savings 

4.4.1 Bapepam-LK to prepare and adopt a medium-

term human resource development plan for staff in 
capital markets and nonbank financial institutions 
and to develop regulatory information and the 
research capability to meet current and future needs 

Bapepam-LK 
(accomplished) 

Bapepam-LK research and training fully 
operational 

4.4.2 Bapepam-LK to develop and adopt a plan of 

collaboration with universities to serve the research 
needs of the capital markets and nonbank financial 
institutions 

Bapepam-LK 
(accomplished) 

MOF to commit incremental expenditures 
for capacity development in capital 
markets and nonbank financial institutions 
in line with its medium-term program 

4.4.3 MOF to commit sufficient resources to capacity 

building in the capital markets and nonbank financial 
institutions. Based on initial feasibility studies, $18 

MOF 
(accomplished) 

MOF to commit incremental expenditures 
for capacity development in capital 
markets and nonbank financial institutions 
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Purpose 

Actions Under 
Subprogram 1 

(1 January 2006–September 2007) 
Responsible Agency/ 
Status of Compliance 

Indicative Actions Under 
Subprogram 2 

(October 2007–2009) 
million during 2008–2012 will be allocated in the 
budget to support secondments, domestic and 
overseas scholarships, advanced and specialized 
training, a cooperative research program, support 
through academic institutions, including visiting 
professorships, and other capacity building activities 

 
The government is committed through its normal 
budgetary processes to make appropriate provisions 
for these human resource requirements 

in line with its medium-term program 

DMO = Debt Management Office, FATF = Financial Action Task Force, IAA = Indonesian Accounting Association, IAIS = International Association of Insurance 
Supervisors, IOSCO = International Organization of Securities Commissions, IPO = initial public offering, JSX = Jakarta Stock Exchange, MOF = Ministry of 
Finance, MOU = memorandum of understanding, MSOE = Ministry of State-Owned Enterprises, NBFS = nonbank finance sector, OECD = Organisation for 
Economic Co-operation and Development, PAI = Society of Actuaries of Indonesia, PPATK = Center for Financial Transaction Analysis and Reporting, Indonesian 
Financial Transaction Reports and Analysis Centre, SMF = Secondary Mortgage Corporation, SOE = state-owned enterprise, SRO = self-regulatory organization, 
SSX = Surabaya Stock Exchange. 
a

 Bapepam-LK is the statutory regulator of the capital market and nonblank financial institutions under the MOF and any successor agencies. 
Source: Asian Development Bank. 
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POLICY MATRIX 
 

Indonesia Capital Market Development Program Cluster (Subprogram 2) 
(October 2007–August 2009) 

 

No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
(1) Enhancing information disclosure and improving price discovery 

1.1. Strengthen 
price 
information 
disclosure and 
enhance market 
valuation of 
fixed-income 
instruments 

Bapepam-LK to progress 
towards real-time price 
information 
 

(i) Progress towards real-time price 
information 
 
 
(ii)Support the establishment and 
operationalization of a bond pricing agency 
(BPA) by the private sector 
Agency: Bapepam-LK 
Status: Accomplished 

(i) Bapepam-LK to further progress 
towards real-time price information by 
reducing reporting time for off-
exchange trades 
(ii) Bapepam-LK to encourage BPA 
to diversify shareholding  
(iii) BPA to have in place an effective 
system that allows for credible pricing 
of bonds and timely dissemination of 
information to subscribers 

1.2. Improve market 
transparency 

Bapepam-LK to develop internal 
processes, procedures, and 
systems to enable prompt public 
disclosure of changes in 
beneficial ownership of officers, 
directors, and significant 
shareholders with 5% holding of 
public companies in line with 
international good practice 
 

Bapepam-LK to issue rule requiring the 
depository KSEI to report to Bapepam-LK 
within T+4 days (with information to IDX) 
any change in beneficial ownership of 5% 
or more that each director, commissioner, 
and shareholder has in the paid-in capital of 
an issuer or public company, and IDX to 
make such information public within T+5 
days, i.e., no later than 5 working days after 
the transaction date 
Agencies: Bapepam-LK, IDX 
Status: Accomplished 
 
Bapepam-LK to issue rules to provide for 
greater transparency and accountability of 
credit rating agencies 
Agency: Bapepam-LK 

Bapepam-LK to monitor ongoing 
compliance 

                                                
15

 Policy measures highlighted in bold are to be considered as triggers for the follow-up program proposed in 2011–2012.  
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
Status: Accomplished 

(2) Promoting deeper and more liquid capital markets 

2.1  Bapepam-LK in coordination 
with BI to address issues 
constraining wider adoption of 
the master agreement for 
repurchase agreements 

BI in coordination with Bapepam-LK, DG 
DM, DG Tax, and market players to 
undertake a comprehensive review of the 
legal and business requirements for 
adoption of the General Master Repurchase 
Agreement (GMRA) 
Agency: BI to work in coordination with 
Bapepam-LK 
Status: Accomplished 

BI in coordination with Bapepam-
LK, DG DM, DG Tax, and market 
players will formulate and finalize 
a comprehensive repurchase 
agreement addressing 

(i) taxation, risk exposure, 
dispute minimizing, etc.; 
and 

(ii) compatibility issues of the 
current MRA to the GMRA 
utilizing international best 
practices and, as 
appropriate, the 
Indonesian annexes 

The review will lead to a finalized 
repurchase agreement for all 
transactions involving market 
participants 
BI will 

(i) advocate the adoption of 
the finalized repurchase 
agreement by banks for all 
repurchase-agreement-
related transactions; and 

(ii) consider the finalized 
repurchase agreement for 
its repurchase-agreement-
related transactions 

2.2  Bapepam-LK to consider 
enhancement of role of 
Himdasun (primary dealers 
association) in bond market to 
support regulatory surveillance 
 

Complete drafting and consultation process 
by 30 June 2009 in preparation for issuance 
of rules by 30 September 2009 that will 
place it in a more direct supervisory role 
with respect to government bond dealers to 
enable enhanced bond market surveillance 
Agency:, Bapepam-LK 

Bapepam-LK to prepare a 
comprehensive secondary market 
regulation to cover individual 
registered persons (bond dealers), 
code of conduct for market 
intermediaries with regard to trading 
practices, operation risk standards, 
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
Status: Accomplished and minimum transactional contract 

standards and initiate introduction of 
GMRA 

2.3  Bapepam-LK to revise 
regulations on short selling and 
margin trading in securities to 
incorporate international best 
practices   
 

Revise regulations on short selling and 
margin trading in securities to incorporate 
international best practices 
Agency:, Bapepam-LK 
Status: Accomplished 

Monitor short selling and applicable 
rules to ensure continuing support for 
market development 

2.4  BI to develop a centralized 
securities borrowing and lending 
program for government bonds 

Incorporate the business requirement for a 
centralized securities lending and borrowing 
program into its future development of BI-
S4 (new generation system) 
Agency: Bank Indonesia 
Status Accomplished 

BI to finalize formulation of request 
for proposal for BI-S4 along with 
functional specifications for BI-S4 
 

2.5  DG DM to provide regular 
updates to annual auction 
calendar on a quarterly basis to 
market participants to provide 
clarity on issuance expectations 
 
DG DM to progress issuance of 
short-term T-bills down to 1 
month maturity 
 

(i) Provide regular updates to annual 
auction calendar on a quarterly basis to 
market participants to provide clarity on 
issuance expectations 
Agency: DG DM, MOF 
Status: Accomplished 
 
(ii) Increase range of T-bill maturities on 
offer to develop a short-term yield curve 
Agency: DG DM, MOF 
Status: Accomplished 

DG DM to update the quarterly 
calendar on a more frequent basis as 
appropriate 
 
 
 
DG DM in coordination with BI to 
appropriately replace SBIs with T-
bills (with increased range of 
maturities) to promote liquid short-
term government securities market 

2.6  Bapepam-LK in consultation with 
BI to undertake a study on the 
feasibility of a single centralized 
custody registry to consolidate 
all capital market depository 
activity under one entity 
 
 
 
DG DM in association with 
Bapepam-LK to request BI to 

(i) Bapepam-LK in coordination with BI and 
DG DM to arrive at a framework for 
depository consolidation of government 
bonds under each entity (S4 and KSEI) 
Agencies: BI, DG DM, MOF 
Status: Accomplished  
 
 
 
(ii) Review suitability of nonbank primary 
dealers as open market operations 

BI and Bapepam-LK in coordination 
with DG DM to support a single 
centralized registry to achieve 
efficiency for trading of government 
securities 
 
Implement single centralized registry 
for government securities 
 
BI and Bapepam-LK to plan an 
appropriate platform to allow NBFIs 
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
allow nonbank primary dealers 
to participate in BI repurchase 
agreement window 
 

participants 
Agency: BI 
Status: Accomplished 

direct access to the BI repurchase 
agreement window, in particular, 
during a crisis, through revision of its 
act and regulations, providing these 
NBFIs meet BI prudential standards 

2.7 New market 
products to be 
developed 

Bapepam-LK to require 
exchange to issue listing rules 
for ETFs 
 
Bapepam-LK to issue rules to 
enable the establishment of real 
estate investment trusts 
 
 
Sukuk to be issued by the 
Government 
 
 
 
 
 
 
 
 
 
 
 
Bapepam-LK to support the 
issuance of new shariah-
compliant products 
 

(i) Launch ETF 
Agency: IDX 
Status: Accomplished 
 
(ii) Issue rules to enable the establishment 
of real estate investment trusts 
Agency: Bapepam-LK 
Status: Accomplished  
 
(iii) Government to establish legal and 
regulatory framework for sukuk issuance 
Agency: DG DM, MOF 
Status: Accomplished 
 
(iv) Government to issue sukuk 
Agency: DG DM, MOF 
Status: Accomplished 
 
(iv) Government to issue retail sukuk 
Agency: DG DM, MOF 
Status: Accomplished 
 
(v) Rule IX.A.13 on Issuance of Sharia 
Securities (revised) to enhance the 
development of Shariah Capital Market 
through (a) added clarity on definitions, (b) 
additional requirement on disclosure for 
issuance of shariah mutual funds, (c) 
expanded types of shariah-complaint 
securities for portfolio of shariah mutual 
funds, and (d) extension of the period for 
disposal of noncompliant products 

IDX to expand offerings of ETFs in 
line with market demand 
 
MOF to address tax issues affecting 
REITs by supporting Parliamentary 
discussion and resolution of these 
issues through regulatory reforms 
 
Government to continue to support 
development of the sukuk market 
 
MOF to commence regular issuances 
of local currency sukuk by auction 
 
MOF to publish calendar of local 
currency sukuk issuances 
 
Government to continue support 
development of shariah-compliant 
products 
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
Rule II.K.1 on Criteria for Issuance of 
Shariah Securities List (revised) to enhance 
the development of the Shariah Capital 
Market through (a) an expanded list of 
shariah-compliant securities, and (b) 
additional requirements for parties eligible 
to develop the shariah-compliant securities 
list 
Agency: Bapepam-LK 
Status: Accomplished 

2.8  Bapepam-LK to facilitate 
development of asset-backed 
securities market 
 
 
 
 
 

(i) Facilitate development of asset-backed 
securities market 
Agency:, Bapepam-LK 
Status: Accomplished 
 
(ii) Facilitate issuance of asset-backed 
securities 
Agency: SMF 
Status: Accomplished 
 
(iii) Amend presidential decree to enhance 
the mortgage-backed securities market, by 
enabling (a) SMF to refinance for long-term 
tenors (up to 15 years), and (b) 
standardized mortgage documents to be 
introduced 
Agency: Bapepam-LK 
Status: Accomplished 

 
 
 
 
 
 
 
 
 
 
SMF in cooperation with Bapepam-
LK to develop the mortgage credit 
insurance based on relevant studies 

2.9  New action 
 

Amend Presidential Decree 61/1998 to 
enable establishment of infrastructure 
financing companies 
Agency: Bapepam-LK 
Status: Accomplished 

Develop competing infrastructure 
financing companies to facilitate 
development of infrastructure    

2.10 
 
 
 

 Bapepam-LK to require the IDX 
(Exchange) to prepare and 
submit for approval rules and 
regulation for issuance and 

Exchange to prepare and submit for 
approval updated rules and regulation for 
issuance and trading of stock options and 
index-based futures 

Bapepam-LK to approve revised 
rules to allow trading of stock options 
and index-based futures 
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
 
 
 

trading of stock options and 
index-based futures 
 
DG DM to coordinate with the 
IDX to develop bond index 
futures contracts. 
 

Agency: Bapepam-LK and IDX 
Status: Accomplished 
 
DG DM to coordinate with the IDX to 
develop bond index futures contracts 
Agency: DG DM, MOF 
Status: Accomplished 

2.11  Bapepam-LK to provide 
technical support to IAA for the 
application of shariah principles 
in shariah-based capital market 
 

Bapepam-LK to work with IAA to facilitate 
issuance of exposure draft of shariah 
accounting standards for selected 
instruments 
Agency: Bapepam-LK 
Status: Accomplished 
 
Bapepam-LK to support the issuance of 
shariah-compliant products by developing 
draft guidelines on presentation of financial 
statement for selected instruments 
Agency: Bapepam-LK 
Status: Accomplished 

IAA in consultation with Bapepam-LK 
to finalize and adopt shariah 
accounting standards for selected 
instruments 

2.12  New action 
 

Progressively adopt International Financial 
Reporting Standards (IFRS) 
Agency: Bapepam-LK 
Status: Accomplished 

Bapepam-LK in coordination with IAA 
to progress towards full compliance 
with IFRS 

2.13 Enhance the 
performance of 
the contractual 
savings industry 

 (i) Issue ministerial decree on pensions to 
allow for investment in wider range of 
domestic instruments 
Agency: Bapepam-LK 
Status: Accomplished 
 
(ii) Bapepam-LK to include provisions in 
draft pension law to allow for, among other 
things, (a) entry into pension fund 
administration by a wider range of 
appropriately qualified entities (e.g., 
investment managers), (b) greater 
independence of fund management from 

Bapepam-LK to develop ministerial 
decree establishing fit and proper test 
for pension fund administrators 
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
interference by founder, and (c) 
appointment of statutory manager in crisis 
situations 
Agency: Bapepam-LK 
Status: Accomplished 
 
(iii) Bapepam-LK to complete first round 
consultations with industry on the draft 
insurance law (including takaful) and initiate 
the finalization of the draft insurance law 
Agency: Bapepam-LK 
Status: Accomplished 
 
(iv) MOF (with ADB support) to prepare 
draft white paper on pension, old age 
savings, and death benefit schemes under 
the new social security system (SJSN) for 
submission to the National Social Security 
Council 
Agency: MOF, Bapepam-LK 
Status: Accomplished 

 
 
 
 
 
 
 
 
 
 
 
 
Socialization of draft insurance 
law completed and draft finalized 
with submission to the president 
by April 2010 with submission to 
Parliament later in 2010 
 
White paper finalized and submitted 
to National Social Security Council 

2.14 
 
 

Strengthen 
stock exchange 
governance 

Bapepam-LK to  
(i) monitor the 
implementation of the merger 
agreement between JSX and 
SSX,  
(ii) allow merged exchange 
to implement strategy for 
broadening ownership and 
strengthening governance, and 
(iii) provide a framework for 
the establishment of an 
alternative trading 
system/electronic 
communication network 

 
(i) Monitor the implementation of the merger 
between JSX and SSX 
Agency: Bapepam-LK 
Status: Accomplished 
(ii) Finalize framework for the establishment 
of alternative trading system and/or 
electronic communication network and 
include in provisions to the draft 
amendment to the Capital Markets Law 
Agency: Bapepam-LK 
Status: Accomplished 
(iii) Include provisions in draft Capital 
Markets Law to allow for merged exchange 
to implement strategy for broadening 
ownership and strengthening governance 

 
Following approval of the Capital 
Market Law, undertake diversification 
of ownership 
 
Bapepam-LK to promote and license 
alternative trading system/electronic 
communication network as 
appropriate 
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
Agency: Bapepam-LK 
Status: Accomplished 

 
 

2.15 
 

 New action 
 

Issue rules strengthening SRO’s 
governance via establishing minimum 
criteria for board of commissioners and 
board of directors 
Agency: Bapepam-LK 
Status: Accomplished 

Bapepam-LK will monitor the 
governance of the exchange and 
adopt the minimum criteria for board 
of commissioners and board of 
directors as appropriate 
 

2.16 
 

 New action 
 

Enhance market surveillance system 
incorporating investor area facility from 
KSEI  
Agency: KSEI 
Status: Accomplished 

KSEI to build on investor area facility 
and incorporate individual investor 
identification through unique ID 
number 
 

2.17  New action Exchange to establish and operationalize 
new trading system 
Agency: IDX 
Status: Accomplished 

 

2.18 
 
 
 
 
 
 
 

Promote more 
conducive tax 
environment for 
capital markets 
development 

MOF to submit to Parliament 
relevant amendments to tax laws 
to address tax disincentives in 
shariah-based products 
 
 
Government to study and 
consider full application of 
exempt–exempt–taxable (EET) 
tax treatment for pension funds 
 
 
 
 
New actions 
 

(i) MOF to submit to Parliament relevant 
amendments to tax laws to address tax 
disincentives in Shariah-based products 
Agency: DG Tax, MOF; Bapepam-LK 
Status: Accomplished 
 
(ii) Bapepam-LK submits case for full 
application of EET tax treatment for pension 
funds on investment portfolio  
Agency: DG Tax, MOF; Bapepam-LK 
Status: Accomplished 
 
 
 
(iii) DG Tax to remove distortions and 
preferential treatment for mutual funds on 
income derived from fixed-income 
securities 
Agency: DG Tax, MOF 
Status: Accomplished  

(i) Upon passage of revised tax law 
by Parliament, DG Tax to consider 
removal of VAT on transfer of assets 
from originator to a special-purpose 
vehicle for securitization purposes 
through a government decree 
 
(ii) Government to study and 
consider full application of EET tax 
treatment for pension funds on 
investment portfolio. Bapepam-LK 
to coordinate with DG Tax to allow 
for amendment of MOF decree to 
allow exemptions to take effect by 
31 December 2009 
 
Maintain EET treatment of pension 
funds 
 
Maintain system free of tax 
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
(iv) DG Tax to provide incentives to listed 
companies 
Agency: DG Tax, MOF 
Status: Accomplished 

distortions on financial products 
 
Maintain tax incentives for listed firms 

(3) Improving market surveillance and market protection 

3.1 Strengthen 
autonomy, 
accountability, 
and regulatory 
powers of 
Bapepam-LK 

MOF to implement the 
amendments to the regulatory 
framework to enhance 
Bapepam-LK’s financial 
autonomy and strengthen 
powers 
 
 

Joint task force set up comprising senior 
officials from BI and Bapepam-LK and 
study initiated on alternative options for 
arriving at appropriate integrated regulator 
structure for the finance sector 
Agency: Bapepam-LK 
Status: Accomplished 

Study completed by December 
2009 deciding appropriate 
structure 
 
Enabling provisions on 
recommended structure submitted 
to competent authority for 
approval in 2010. Bapepam-LK 
empowered with financial 
autonomy and strengthened 
powers by December 2010 

3.2  MOF to submit to Parliament 
draft amendments to the three 
sector laws (capital market, 
pension, and insurance) to 
achieve greater compliance with 
international best practices and 
principles (IOSCO, IAIS, and 
OECD) (was initially deferred to 
first allow Parliamentary 
consideration of OJK Law). Now 
the study initiated under 3.1 
above, the three sector laws will 
be finalized and submitted 

Draft amendments to the capital market, 
pension and insurance laws completed and 
socialization process initiated 
Agency:, Bapepam-LK 
Status: Accomplished 

Draft amendments of three sector 
laws submitted to president by 
April 2010. Submitted for 
Parliamentary consideration later 
in 2010 

3.3  New action Initiate development of Capital Market 
Master Plan (2010–2014) 
Agency: Bapepam-LK 
Status: Accomplished 

Capital Market Master Plan (2010–
2014) completed and adopted by 
December 2009 

3.4 
 
 
 

Promote 
regional 
cooperation 

Bapepam-LK to develop and 
implement IOSCO MMOU action 
plan  

Establish a special task force with members 
drawn from relevant bureaus to assess 
obstacles to joining Schedule A of IOSCO 
MMOU 

Bapepam-LK to join Schedule A of 
IOSCO MMOU and develop and 
implement related action plan 
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
Agency: Bapepam-LK 
Status: Accomplished 

3.5  New action IDX to enter into bilateral MOUs (drafted by 
Indonesia) with five other participating 
ASEAN exchanges as part of regional 
commitment to set up ASEAN trading board 
(which involves 30 stocks from each 
participating stock exchange from ASEAN 
implemented through common exchange 
gateway) 
Agency: Bapepam-LK and IDX 
Status: Accomplished 

Bapepam-LK to (i) circulate code 
of conduct of its SROs and capital 
market participants to the other 
securities regulators in ACMF, to 
allow countries to better 
harmonize codes; (ii) work towards 
achieving ASEAN Plus standards; 
(iii) incorporate regional 
integration issues in its National 
Capital Market Master Plan; and 
(iv) develop dispute resolution 
mechanisms and circulate to 
ACMF members 

3.6 
 
 

Enhance risk-
based 
supervision of 
contractual 
savings industry 

Bapepam-LK to update risk-
based parameters and minimum 
capital requirements in line with 
international best practices 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Bapepam-LK to implement risk-
based supervision of pension 
funds 

Bapepam-LK to enhance risk-based 
supervision of contractual savings industry 
by 
(i) requiring increase in minimum equity 
through government regulations for both life 
and nonlife insurance companies from 
Rp40 billion by end of 2010 to Rp100 billion 
by end of 2014 and from Rp100 billion by 
end of 2010 to Rp200 billion by end of 2014 
for reinsurance companies 
Agency:, Bapepam-LK 
Status: Accomplished 
 
(ii) Updating risk-based parameters for 
insurance companies based on actuarial 
data 
Agency: Bapepam-LK 
Status: Accomplished 
 
(iii) Implementing risk-based supervision of 
pension funds 
Agency: Bapepam-LK 

 
 
 
Insurance Bureau to monitor 
implementation and take appropriate 
action, as required, to ensure 
enhanced insurance services from 
the consolidation undertaking 
 
 
 
 
 
 
 
 
 
 
 
Pension Bureau to complete the 
implementation of risk-based 
supervision to the pension industry 
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
 
 
New action 
 

Status: Accomplished 
 
(iv) Developing monitoring indicators to 
support risk-based supervision of insurance 
companies 
Agency: Insurance Bureau, Bapepam-LK 
Status: Accomplished 

3.7 Strengthen 
investor 
protection 

Bapepam-LK or IDX to develop 
an implementation plan for a 
securities market investor 
protection fund 

Bapepam-LK or IDX to develop an 
implementation plan for a securities market 
investor protection fund 
Agency: Bapepam-LK and IDX 
Status: Accomplished 

Bapepam-LK in conjunction with 
SROs to implement the plan for 
securities market investor 
protection fund from 2010 to 2012 

3.8  Bapepam-LK to establish facility 
to allow for submission, 
monitoring, and addressing of 
investor complaints 

Establish a public complaints management 
system 
Agency: Bapepam-LK 
Status: Accomplished 

Bapepam-LK to build on public 
complaints management system to 
identify and provide early warning of 
areas of potential concern 

3.9  Bapepam-LK to issue rules and 
guidelines on asset valuation 
and disclosure rules on asset 
valuation and require the 
prospectus for each investment 
fund to disclose the valuation 
method that will be used 

Issue rules and guidelines on asset 
valuation and disclosure rules on asset 
valuation and require the prospectus for 
each investment fund to disclose the 
valuation method that will be used 
Agency: Bapepam-LK 
Status: Accomplished  
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
  Bapepam-LK to (i) issue rules 

and guidelines for fund 
managers to utilize the 
independent valuation provided 
by licensed Bond Pricing 
Agency, and (ii) monitor 
implementation of NAV 
calculations and disclosure 
 
Bapepam-LK to review 
effectiveness of implementation 
of rules concerning mutual fund 
sales agents and sales agent 
representatives 

The Bond Pricing Agency is fully 
operational and the pricing information 
issued by BPA is considered reliable 
  
(i) Monitor implementation of NAV 
calculations and disclosure  
Agency:, Bapepam-LK 
Status: Accomplished 
 
(ii) Review effectiveness of implementation 
of rules concerning mutual fund sales 
agents and sales agent representatives 
Agency: Investment Management Bureau, 
Bapepam-LK 
Status: Accomplished 

Bapepam-LK to issue rules and 
guidelines for fund managers to 
utilize the independent valuation 
provided by licensed Bond Pricing 
Agency 
 
 
 
 
Bapepam-LK to issue rule requiring 
appointment of compliance officer for 
investment management companies 
to, among other things, strengthen 
accountability by sales agents and 
sales agent representatives 

(4) Strengthening governance and human resource capacity 

4.1 Strengthen 
overall finance 
sector risk 
management 
though better 
coordination 

FSSF to develop Indonesian 
financial system architecture and 
finance sector early warning 
system 

BI and MOF to commit to undertake FSAP 
evaluation (with IMF and World Bank) to 
allow for comprehensive and up-to-date 
diagnostic of finance sector vulnerabilities 
Agency: Bank Indonesia and MOF 
Status: Accomplished 

FSAP to be completed by May 2010. 
Government to make FSAP findings 
public and implement 
recommendations 

4.2 
 
 

 (i) Bapepam-LK and PPATK to 
work with industry associations 
to develop systematic capacity-
building approach for nonbank 
financial institutions to improve 
compliance with AML regulations 
 
 
(ii) Bapepam-LK to develop and 
implement procedures and 
strengthen capacity for effective 
supervision of AML regulations 
 
(iii) PPATK to prepare 
amendments to the AML law to 

Strengthen anti-money-laundering regime 
through following measures: 
(i) Initiation and conduct of ongoing AML 
awareness raising and training program for 
regulated entities in nonbank finance sector 
to strengthen capacity to comply with AML-
related responsibilities 
Agency: PPATK and Bapepam-LK 
Status: Accomplished 
 
(ii) Conduct of AML compliance audits of 
regulated entities in nonbank finance sector 
Agency: PPATK 
Status: Accomplished 
 

 
 
PPATK in collaboration with 
Bapepam-LK to develop and 
implement action plan to address 
AML-related vulnerabilities in 
nonbank finance sector identified by 
APG mutual evaluation  
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No. Purpose 
Original Indicative Action 

as Agreed in 2007 
Completed Action and Responsible 

Agency 

Post-Program Monitoring 
Framework15 

September 2009–June 2011 
comply with revised FATF 40+9 
recommendations and provide 
for reorganization of PPATK, 
and confer upon it additional 
powers, including the ability to 
conduct preliminary 
investigations 

(iii) introduction of criminal sanctions for 
noncompliance by regulated entities with 
AML responsibilities  
Agency: PPATK 
Status: Accomplished 

PPATK to cooperatively support the 
training and development capabilities 
of Bapepam-LK’s enforcement staff 
through staff secondment to PPATK 
and ongoing investigative assistance 
to Bapepam-LK enforcement staff 

4.3 Enhance 
industry skills 
and capacity for 
capital markets 
and contractual 
savings 

Bapepam-LK research and 
training fully operational 
 

Conduct ongoing specialized internal and 
external training to strengthen capacity 
across a range of functional areas as well 
as research bureau 
Agency: Bapepam-LK 
Status: Accomplished and ongoing 

Bapepam-LK to conduct specialized 
internal and external training to 
strengthen capacity across a range of 
functional areas as well as research 
bureau 
 

4.4  Bapepam-LK to be developing 
collaborative programs with 
universities 
 

CMI initiated cooperatively by IDX, KPEI, 
KSEI, UI, and Bapepam-LK to provide a 
focus for undergraduate, graduate, and 
professional training to develop the capital 
markets 
Agency: Bapepam-LK, IDX, KPEI, KSEI UI 
Status: Accomplished 

IDX, KPEI, KSEI, UI, and Bapepam-
LK to fully develop a self-managed 
CMI as a focus for capital markets 
education in Indonesia 
 
 
 

4.5  MOF to commit incremental 
expenditure for capacity 
development in the area of 
capital markets and NBFI in line 
with medium-term program 
 

MOF to commit incremental expenditure for 
capacity development in the area of capital 
markets and NBFI in line with medium-term 
program. Bapepam-LK to pursue allocation 
of committed budgetary allocation under 
Subprogram 1 
Agency: Secretariat, Bapepam-LK 
Status: Accomplished 

MOF to continue to fund the 
needed staff development of 
regulatory staff 

4.6  New action  Bapepam-LK to develop a database 
and user-friendly website to provide 
consolidated capital markets and 
NBFIs information in appropriate 
presentations available both for 
domestic (Bahasa Indonesia) and 
international (English) audiences 

ACMF = ASEAN Capital Markets Forum, APG = Asia Pacific Group, BPA = bond pricing agency, CMI = Capital Markets Institute, DG DM = Directorate General 
Debt Management, DG Tax = Directorate General Tax, EET = exempt–exempt–taxable, ETF = exchange traded fund, FSAP = Financial Sector Assessment 
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Program, GMRA = Global Master Repurchase Agreement, IAA = Indonesian Accounting Association, IAIS = International Association of Insurance Supervisors, 
IDX = Indonesia Stock Exchange, IFRS = International Financial Reporting Standards, IOSCO = International Organization of Securities Commissions, JSX = 
Jakarta Stock Exchange, KPEI = Indonesian Clearing and Guarantee Corporation, KSEI = Indonesian Central Securities Depository, MRA = Master Repurchase 
Agreement, NBFI = nonbank financial institution, OECD = Organisation for Economic Co-operation and Development, PPATK = Financial Transaction Reports and 
Analysis Center, SMF = Secondary Mortgage Corporation, REIT = Real Estate Investment Trust, SJSN = Social Security System, SSX = Surabaya Stock 
Exchange, SRO = self-regulatory organization, UI = University of Indonesia.  

Source: Asian Development Bank.
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STATUS OF COMPLIANCE WITH LOAN COVENANTS 
 

 
 
Covenant 

Reference 
in Loan 

Agreement 

 
 

Status of Compliance 

Loan 2379-INO 
The Borrower shall ensure that the activities of 
its departments and agencies with respect to the 
carrying out of the Program are conducted and 
coordinated in accordance with sound 
administrative policies and procedures. 
 
 
 
 
 
 
The Borrower shall maintain, or cause to be 
maintained, records and documents adequate to 
identify the Eligible Items financed out of the 
proceeds of the Loan and to indicate the 
progress of the Program. 
 
The Borrower shall enable ADB's 
representatives to inspect any relevant records 
and documents referred to in paragraph (a) of 
this Section.  
 
As part of the reports and information referred to 
in Section 7.04 of the Loan Regulations, the 
Borrower shall furnish, or cause to be furnished, 
to ADB all such reports and information as ADB 
shall reasonably request concerning the 
implementation of the Program, and the 
accomplishment of the targets and carrying out 
of the actions set out in the Policy Letter and 
Policy Matrix. 
 
Without limiting the generality of the foregoing or 
Section 7.04 of the Loan Regulations, the 
Borrower shall furnish, or cause to be furnished, 
to ADB quarterly reports on the carrying out of 
the Program and on the accomplishment of the 
targets and carrying out of the actions set out in 
the Policy Letter and Policy Matrix. Subject to 
Subprogram Two being agreed between ADB 
and the Borrower, these reports shall be used at 
the completion of the Program Cluster to 
produce a comprehensive report on the overall 
impact of the policy reforms described in the 
Policy Letter and Policy Matrix. 

 
Section 
4.03. 
 
 
 
 
 
 
 
 
 
Section 
4.04. (a) 
 
 
 
 
Section 
4.04. (b) 
 
 
 
Section 
4.05. (a) 
 
 
 
 
 
 
 
 
Section 
4.05. (b) 
 
 
 
 
 
 
 
 
 
 
 

 
Complied with. The executing 
agency established a program 
coordination committee 
chaired by the executing 
agency with implementing 
agency representatives. The 
committee was responsible 
for coordinating the 
implementation program 
actions and sustaining them.  
 
Complied with. 
 
 
 
 
 
Complied with. 
 
 
 
 
Complied with. 
 
 
 
 
 
 
 
 
 
Complied with. 
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Covenant 

Reference 
in Loan 

Agreement 

 
 

Status of Compliance 

 
Loan number 2577-INO 
The Borrower shall cause the Program to be 
carried out with due diligence and efficiency and 
in conformity with sound administrative, 
financial, capital market regulatory, and 
governance practices. 
 
 
 
 
 
 
In the carrying out of the Program, the Borrower 
shall perform, or cause to be performed, all 
obligations set forth in Schedule 5 to this Loan 
Agreement. 
 
The Borrower shall make available, promptly as 
needed, the funds, facilities, services, and other 
resources, which are required, in addition to the 
proceeds of the Loan, for the carrying out and 
continuation of the Program.  
 
The Borrower shall ensure that the activities of 
its departments and agencies with respect to the 
carrying out of the Program are conducted and 
coordinated in accordance with sound 
administrative policies and procedures. 
 
The Borrower shall maintain, or cause to be 
maintained, records and documents adequate to 
identify the Eligible Items financed out of the 
proceeds of the Loan and to indicate the 
progress of the Program. 
 
The Borrower shall enable ADB's 
representatives to inspect any relevant records 
and documents referred to in paragraph (a) of 
this Section. 
 
As part of the reports and information referred to 
in Section 7.04 of the Loan Regulations, the 
Borrower shall furnish, or cause to be furnished, 
to ADB all such reports and information as ADB 
shall reasonably request concerning the 
implementation of the Program, the Program 
Cluster and the PPMF including the 

 
 
Section 
4.01. (a) 
 
 
 
 
 
 
 
 
 
4.01. (b) 
 
 
 
 
Section 
4.02. 
 
 
 
 
Section 
4.03. 
 
 
 
 
Section 
4.04. (a) 
 
 
 
 
Section 
4.04. (b) 
 
 
 
Section 
4.05. (a) 
 
 
 
 
 

 
 
Complied with. The executing 
agency established a program 
coordination committee 
chaired by the executing 
agency with implementing 
agency representatives. The 
committee was responsible 
for coordinating the 
implementation program 
actions and sustaining them. 
 
Complied with. 
 
 
 
 
Complied with. 
 
 
 
 
 
Complied with. 
 
 
 
 
 
Complied with. 
 
 
 
 
 
Complied with. 
 
 
 
 
Complied with. 
 
 
 
 
 
 



46 Appendix 4 

 

 
 
Covenant 

Reference 
in Loan 

Agreement 

 
 

Status of Compliance 

accomplishment of the targets and carrying out 
of the actions set out in the Policy Letter and 
Policy Matrix. 
 
The reports furnished under (a) above shall be 
used at the completion of the Program Cluster to 
produce a comprehensive report on the overall 
impact of the policy reforms described in the 
Policy Letter and Policy Matrix. 

 
 
 
 
Section 
4.05. (b) 

 
 
 
 
Complied with. 
 

Source: Asian Development Bank. 
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DATA ON CAPITAL MARKET 
 
 

Series Name 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Automated teller machines (per 100,000 adults) ... ... ... 8.7 9.4 10.6 11.5 13.2 14.1 13.0 24.5 35.1 42.4 .. 

Bank capital to assets ratio (%) 5.2 8.8 10.4 .. 8.7 9.3 9.2 9.1 10.1 10.7 11.0 12.2 12.5 .. 

Bank liquid reserves to bank assets ratio (%) 35.2 36.9 39.6 36.1 29.4 39.4 40.1 24.2 30.9 31.0 32.9 27.8 21.6 .. 

Bank nonperforming loans to total gross loans (%) 31.9 24.0 6.8 4.5 7.3 5.9 4.0 3.2 3.3 2.5 2.1 1.8 1.7 2.1 

Borrowers from commercial banks (per 1,000 adults) .. .. .. .. .. .. 161.1 198.7 225.6 268.0 296.6 337.8 377.2 .. 

Commercial bank branches (per 100,000 adults) .. .. .. 5.2 5.3 5.8 6.0 6.6 7.6 8.1 8.6 9.5 10.4 .. 

Deposit interest rate (%) 15.5 15.5 10.6 6.4 8.1 11.4 8.0 8.5 9.3 7.0 6.9 5.9 6.3 8.8 

Domestic credit provided by finance sector (% of GDP) 54.5 52.4 49.2 49.6 46.2 41.7 40.6 36.8 37.0 36.4 38.6 42.7 45.6 .. 

Domestic credit to private sector (% of GDP) 20.3 21.3 22.9 26.4 26.4 24.6 25.5 26.6 27.7 29.0 31.8 35.0 37.9 .. 

Domestic credit to private sector by banks (% of GDP) 18.2 19.3 21.2 24.7 25.5 23.9 25.2 26.3 24.9 25.9 28.4 31.3 34.0 .. 

Interest rate spread (lending rate minus deposit rate, 
%) 

3.1 3.4 6.3 7.7 6.0 4.6 5.9 5.1 5.2 6.2 5.5 5.8 5.4 3.9 

Lending interest rate (%) 18.5 18.9 16.9 14.1 14.1 16.0 13.9 13.6 14.5 13.3 12.4 11.8 11.7 12.6 

Listed domestic companies, total 316.0 331.0 333.0 331.0 335.0 344.0 383.0 396.0 398.0 420.0 440.0 459.0 .. .. 

Market capitalization of listed companies (% of GDP) 14.3 15.3 23.3 28.5 28.5 38.1 49.0 19.4 33.0 50.8 46.1 45.3 .. .. 

Real interest rate (%) 3.7 12.3 10.9 5.1 (0.2) 1.7 2.3 (3.9) 5.7 4.6 4.0 7.1 7.0 .. 

S&P Global Equity Indices (annual % change) (18.5) 33.3 69.7 39.3 9.1 67.9 49.3 (61.1) 130.1 37.9 1.1 2.8 (24.2) 20.5 

Stocks traded, total value (% of GDP) 6.0 6.7 6.3 10.7 14.7 13.4 26.1 21.7 21.4 18.3 16.5 10.5 .. .. 

Stocks traded, turnover ratio (%) 38.8 49.2 34.9 43.1 54.2 44.3 64.4 71.3 83.3 48.1 37.2 23.3 .. .. 

Wholesale price index (2010 = 100) 44.6 45.9 46.8 50.8 59.3 66.7 76.5 97.1 95.4 100.0 107.4 112.9 119.6 130.4 

GDP = gross domestic product. 
Source: World Bank. 
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 TECHNICAL ASSISTANCE COMPLETION REPORT 
Division:  Public Management, Financial Sector, and Trade Division, Southeast Asia Department 

TA No., Country, and Name: 
TA 7000-INO: Strengthening Regulation and Governance 

Amount Approved: $1,200,000 

Revised Amount: N.A. 

Executing Agency: Bapepam-LK  
(Capital Market and Non Bank 
Institutions Supervisory Agency) 

 Source of Funding: TASF-
Others $700,000 
Financial Sector Development 
Partnership Fund* $500,000 

Amount Undisbursed: 
$55,726.09 

Amount Utilized: 
$1,144,273.91 

TA Approval Date:       TA Signing Date:        Fielding of First 
                                                                        Consultant: 
10 December 2007      18 January 2008        1 April 2008 
 

TA Completion Date 
Original: 31 Jan 2010 

 
Actual: 30 June 2012 

Account Closing Date 
Original: 31 Jan 2010 

 
Actual: 30 Sept 2012 

Description: Indonesia’s capital markets are relatively smaller and the secondary markets less liquid than those of 

most other Southeast Asian economies. Against this background, finance sector reforms were, and still are, 
considered crucial to raising Indonesia’s growth rate and enhancing the economy’s resilience. The Indonesia country 
strategy and program for 2006–2009 identified deepening of the finance sector as one of five key areas to be 
supported by Asian Development Bank (ADB) interventions.

1
 The ADB Capital Market Development Program Cluster 

(CMDPC) evolved from the government’s medium-term development plan (2004–2009) to support the government’s 
finance sector reform agenda in line with the government’s finance sector policy package (FSPP) and its capital 
market master plan, 2005–2009 (CMMP). The reform agenda was structured around the following policy outcomes, 
which formed the basis of the program’s four components: (i) enhancing information disclosure and price discovery, 
(ii) promoting deeper and more liquid financial markets, (iii) improving market surveillance and investor protection, 
and (iv) strengthening governance and human resource capacity. This program preparatory technical assistance 
(TA) was approved to support the CMDPC. In developing this agenda, the government recognized that 
implementation of the reforms and the extent of their effectiveness and sustainability depended, in part, on the 
availability of adequate technical capacity in the nonbank finance sector regulator, Bapepam-LK. Therefore, the TA 
was designed to address the immediate and short-term capacity building needs of Bapepam-LK, and to complement 
the change management assistance being provided by the Government of Australia to support the recent merger of 
Bapepam-LK and the Directorate General of Financial Institutions.

 2
  

 
 

Expected Impact, Outcome and Outputs: The impact of the CMDPC and the TA was greater finance sector 

diversification and resilience. The outcome of the TA was increased contribution by the capital market to domestic 
financing. The outputs of the TA reflected the findings of a human resources skills audit conducted by Bapepam-LK 
and provided support in five main areas: establishment of a database and improvements to basic applied research 
skills in Bapepam-LK’s newly established research bureau, external on-the-job training for Bapepam-LK staff through 
secondments with regulators in other jurisdictions, short courses by local training institutions in collaboration with 
outside experts to develop the market surveillance and regulatory skills of Bapepam-LK staff, curricula for training 
programs and standards for certification for professionals in fields related to capital markets, and the provision of an 
econometric model and related capacity to improve understanding of the vulnerabilities in the nonbank finance sector 
by the Financial System Stability Forum. In addition, the TA was to provide focused support for the implementation of 
selected reforms under the CMDP. 
 
 

Delivery of Inputs and Conduct of Activities: The TA provided direct support through an international consulting 

firm to build the Capital Market and Nonbank Financial Industry Master Plan (2010–2014), which guided subsequent 
ADB engagements in support of capital market development. In addition, an international expert bolstered Bapepam-
LK’s project management capacity and initiated a number of complex projects under the CMDP that were completed 
under a subsequent TA project, including the development of a capital market data warehouse, straight-through 
processing, the investor area, and the single investor ID.

3
 Concurrent with these efforts, the TA initiated a program to 

introduce the international standard Global Master Repurchase Agreement (GMRA) to Indonesia. The TA produced 
a diagnostic and study, supported with recommendations, to harness the capital market to boost credit availability to 
small and medium-sized enterprises. The TA also provided substantial support to capacity development, as 
anticipated by the original design, which was delivered through a variety of methods. Study tours were utilized to 
provide exposure to the Financial Services Agency and Securities and Exchange Commission in Japan, the 
Monetary Authority of Singapore, and the United States Securities and Exchange Commission. Indirect exposure to 
regulators, such as the Australia Prudential Regulatory Authority, was provided by supporting attendance at Asia–

                                                
*  Financing partner: the Government of Luxembourg. Administered by the Asian Development Bank. 
1
  ADB. 2006. Country Strategy and Program: Indonesia, 2006–2009. Manila. 

2
  In 2004, the Ministry of Finance prepared an action plan to improve the regulation and supervision of the nonbank finance sector. The insurance, 
pension, finance, and venture capital companies were regulated by the Directorate General of Financial Institutions (DGFI) in the Ministry of Finance 
until 2005, when a presidential decree merging Bapepam, the capital markets regulator, and DGFI was passed.  

3
  ADB. 2009. Technical Assistance for Strengthening Indonesia’s Capital Market. Manila. 
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Pacific Economic Cooperation (APEC) training seminars. These engagements were focused on enhancing market 
surveillance and supervision. Direct training was provided via attendance at international training events. Topics 
covered included insurance core principles, regulation of new capital market products, crisis preparedness, 
investment management, inspection of market intermediaries, Islamic capital market instruments, derivatives and 
structured products, regulation of investment advisors, and training for actuaries and assessors.  
 
 

The TA was extended four times because of the Market and Nonbank Financial Industry Master Plan. The remaining 
extensions, which added an aggregate 22 months, were needed to compensate for the failure of the initial program 
design to account for the complexity of the GMRA project. Specifically, this contracting process was protracted 
because of the withdrawal of the original consultant, a subsequent lengthy search for a replacement, and numerous 
requests for changes in implementation including a significant increase in project budget. 
 
 

Evaluation of Outputs and Achievement of Outcome: The TA contributed to its intended impact and achieved its 

outcome. Nonbank assets have increased and now represent 57% of total finance sector assets, a level more than 
double the indicated performance target for project impact. Two outcome targets were specified: a 50% increase in 
stock market capitalization, and a doubling of the number of individual investors. As of December 2013, market 
capitalization of the Indonesia Stock Exchange had risen by more than 100% as compared to the performance target 
of 50%. However, the TA only achieved three of the original five outputs: (i) external on-the-job training for Bapepam-
LK staff through secondments with regulators in other jurisdictions, (ii) short courses by local training institutions in 
collaboration with outside experts to develop the market surveillance and regulatory skills of Bapepam-LK staff, and 
(iii) curricula for training programs and standards for certification for professionals in fields related to capital markets. 
Further, the level of achievement was not equally distributed over the three outputs mentioned. Secondments were 
largely abandoned in favor of attendance at short-term workshops provided by the targeted foreign regulators. 
Likewise, only a small number of TA interventions provided support for the certification of professionals, including 
one aimed at actuaries. Nevertheless, inadequate capacity was identified as a risk factor for the CMDP and the TA 
provided outputs consistent with efforts to reduce this risk. The TA did not establish a database for the research 
bureau nor did it establish an economic model for the Financial System Stability Forum, reflecting the critical need for 
capacity development and the government’s emerging focus on the creation of a unified regulator. Overall, the 
performance of executing agency, Bapepam-LK, and the implementing agencies, the Debt management Office, the 
Directorate of Taxes (both under the Ministry of Finance), Bapepam-LK, the State Ministry of State Owned 
Enterprises (Menneg BUMN), and the Financial System Stability Forum is considered satisfactory, However, the 
performance of ADB is considered less than satisfactory as poor planning contributed to significant implementation 
delays. 
 
 

Overall Assessment and Rating: The TA is rated less than successful. While the TA contributed to the 

achievement of the CMDPC’s impact and outcome, the delivery of outputs was limited and their sustainability 
questionable. Specifically, the government and its agencies do not have strong support mechanisms to ensure 
capacity development is institutionalized and sustained through application by appropriate staff. Thus, individuals 
provided with training frequently moved to different responsibilities within Bapepam-LK and/or the lessons of the 
training were not incorporated into job descriptions, operating standards, or even the regulatory framework. This 
reflects a challenge common throughout Southeast Asia in which international standards are often not seen as 
appropriate for, or applicable to, the domestic market. 
 
 

Major Lessons: The TA provides a continuing reminder of the difficulties encountered when attempting to generate 

permanent increases in technical capacity. In general, many of the region’s government agencies have not yet 
established effective human resources infrastructure which pairs training to job responsibilities in a structured 
development program. Hence, training is typically one-off and is utilized to solve short-term issues and then lost after 
the trained staff is promoted or transferred, requiring the training to be provided again. The significant use of TA for 
capacity development, which was not institutionalized, generated a practice whereby future TA to Indonesia provided 
discrete and limited funding to support external training. 
 
    

Recommendations and Follow-Up Actions: ADB should address and support the development of effective, in-

house human resources capacity as a prerequisite to delivering significant external capacity development programs 
to ensure lessons learned are consistent with job descriptions, institutionalized, and applied during day-to-day 
activities.   

Prepared by: Stephen R. Schuster                   Designation: Senior Financial Sector Specialist/SEPF     
 
In preparing any country program or strategy, financing any project, or by making any designation of or reference to a 
particular territory or geographic area in this document, the Asian Development Bank does not intend to make any 
judgments as to the legal or other status of any territory or area. 
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 TECHNICAL ASSISTANCE COMPLETION REPORT 
Division:  Public Management, Financial Sector and Trade Division, Southeast Asia Department 

TA No., Country and Name: 
TA 7466-INO: Strengthening Indonesia’s Capital Market 

Amount Approved: $1,500,000 

Revised Amount: N.A. 

Executing Agency:  
Bapepam-LK succeeded by the 
Fiscal Policy Office 

 
 

Source of Funding: 
TASF-Others 

Amount Undisbursed: 
$242,590 

Amount Utilized: 
$1,257,410 

TA Approval Date:           TA Signing Date:           Fielding of First 
                                                                               Consultant:        
4 December 2009            18 January 2010           12 January 2011 
 

TA Completion Date 
Original: 31 Dec 2011 

 
Actual: 31 Dec 2014 

Account Closing Date 
Original: 31 Dec 2011 

 
Actual: 30 April 2015 

Description:  

The Indonesia country strategy and program for 2006–2009 identified deepening of the finance sector to promote 
enhanced finance sector resilience as one of five key areas to be supported by Asian Development Bank (ADB) 
interventions.

1
 The ADB Capital Market Development Program Cluster (CMDPC) evolved from the government’s 

medium-term development plan (2004–2009) to support the government’s finance sector reform agenda in line with 
the country strategy and program, and placed a principal focus on development of capital markets.

2
 The objective of 

the CMDPC was to promote the diversification and resilience of the finance sector while supporting the medium-term 
macroeconomic goals of the government. Specifically, the program supported the government’s finance sector 
reform agenda by focusing on capital markets with policy outcomes aligned with the government’s finance sector 
policy package (FSPP) and its Capital Market and Nonbank Financial Industry Master Plan 2010–2014 (CMNMP). 
The reform agenda was structured around the CMNMP.

3
 A post-program partnership framework for follow-up policy 

actions for September 2009–June 2011 was developed in consultation with various agencies. This technical 
assistance (TA) was approved to support this post-program partnership framework and to address the government’s 
medium- and longer-term efforts. 
 
 

Expected Impact, Outcome and Outputs: The impact of the TA was identified as “greater finance sector 

diversification and resilience.” The outcome of The TA was established as “increased contribution by the capital 
market to domestic financing.” There were a large number of outputs: (i) sequenced implementation of the 2010–
2014 CMNMP, (ii) benchmarking of regulatory standards to support enhanced regional cooperation initiated, (iii) 
capacity in Bapepam-LK for investigation and enforcement strengthened, (iv) selected recommendations from the 
Financial Sector Assessment Program implemented, (v) investor protection fund established, (vi) human resource 
capacity development program for Bapepam-LK established, (vii) capital market database and website established, 
(viii) capital markets institute established, (ix) compliance framework for capital markets established, (x) new 
products (e.g., mortgage credit insurance) introduced including hedging instruments (allowing for deeper and more 
liquid capital markets), and (xi) insurance industry consolidated. 
 
 

Delivery of Inputs and Conduct of Activities: Bapepam-LK, which was an agency under the Ministry of Finance 

tasked with regulating and supervising the nonbank finance sector, was named as the original executing and 
implementing agency. No individual implementing agencies were named. Under the supervision of Bapepam-LK, the 
completion date of the TA was extended from 31 December 2011 to 31 December 2012 to allow more time for 
completion of designated activities. On 1 January 2013, Bapepam-LK, was transformed into the Consolidated 
Supervisory Authority for Financial Services (OJK), a unified or single finance sector regulator. Concurrently, a major 
change in implementation was processed to name the Fiscal Policy Office (FPO)

4
 as successor executing agency 

with the OJK as an implementing agency. As the TA continued to support the completion of selected objectives 
under the CMNMP, no changes to the impact or outcome of the TA were required. Minor changes to the design and 
monitoring framework (DMF) were made to add strengthening of crisis management protocols as an output and to 
remove outputs no longer considered a priority by the government. The amount of $315,000 in uncommitted funding 
was reallocated to the FPO to strengthen the Financial Stability Forum and to assist the FPO in establishing a crisis 

                                                
1
   ADB. 2006. Country Strategy and Program: Indonesia, 2006–2009. Manila. 

2
  ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 

Technical Assistance Grant for the Capital Market Development Program Cluster (Subprogram 1). Manila; and 
ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 
Republic of Indonesia for the Capital Market Development Program Cluster (Subprogram 2). Manila. 

3
  The program focused on (i) enhancing information disclosure and price discovery, (ii) promoting deeper and more 

liquid financial markets, (iii) improving market surveillance and investor protection, and (iv) strengthening 
governance and human resource capacity. 

4
  The Fiscal Policy Agency is an agency within the Ministry of Finance and replaced the OJK as the executing 

agency. The OJK, as an independent agency within the government, is ineligible to serve as an executing agency.  
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management protocol. The TA was extended for 12 months to 31 December 2013, and subsequently for a final 12 
months to 31 December 2014, to allow the FPO additional time to complete all activities under the TA and to 
recognize the time required for the OJK to digest transition issues and to re-engage with development partners and 
resume TA implementation. Thus, the TA had two distinct phases: the first with Bapepam-LK as executing agency 
and the second with the FPO as executing agency.  
 
 

Under phase 1, ADB supported implementation of the CMNMP, which was a separate output and performance 
target. With the support of an international expert, who bolstered Bapepam-LK’s project management capacity, many 
milestones were achieved including the development of a capital market data warehouse, straight-through 
processing, the investor area, and the single investor identification. Direct support was sourced to meet a number of 
other objectives under the master plan, including a structured capacity development program for Bapepam-LK, which 
graduated approximately 40 staff before the OJK was formed, and the launch of a capital markets institute. The TA 
funded a securities market expert who provided direct support to the launch of a Securities Investor Protection Fund, 
and a firm which introduced a compliance framework for securities companies which is still utilized today. In addition, 
the TA provided an international legal firm to support the introduction of the international standard Global Master 
Repurchase Agreement (GMRA). A number of outputs were not supported by the TA because of changing priorities 
or the actions of other donors, and were dropped as part of the major change in implementation. These included 
provision of benchmarking standards, strengthened investigative and enforcement powers, support to address 
Financial Sector Assessment Program recommendations, and the introduction of new products. Under phase 2, 
support to the OJK was continued and focused on the GMRA, related market standards, and the completion of the 
investor protection fund. In addition, a national information technology (IT) expert was placed within the OJK as a 
resident advisor to assist in the implementation of transition projects and the IT master plan. Despite the extended 
implementation times, the performance of ADB, the executing agencies, and implementing agency is considered 
satisfactory given the number, complexity, and permanence of the accomplishments. Flexibility in addressing the 
change in executing agency ensured ADB’s support to reforms continued uninterrupted under the OJK. 
 
 

Evaluation of Outputs and Achievement of Outcome: The TA achieved approximately half of its original outputs, 

meeting or progressing on six out of the total 11. In processing the major change in implementation, five outputs 
were deleted, reflecting the revised priorities of the newly created OJK. One output was added to reflect the priorities 
of the new executing agency, the FPO. The TA achieved or progressed on six of the total seven output indicators in 
the revised DMF. The TA also achieved its intended impact and outcome. Nonbank assets have increased and now 
represent 57% of total finance sector assets, a level more than double the indicated performance target for project 
impact. Two outcome targets were specified: a 50% increase in stock market capitalization, and a doubling of the 
number of individual investors. As of December 2013, market capitalization of the Indonesia Stock Exchange had 
risen by more than 100% as compared to the performance target of 50%.  
 
 

Overall Assessment and Rating: The TA is rated successful. This TA was highly relevant at the time of approval. 

The TA built on an extended ADB engagement in support of capital market development which, through a 
predecessor TA, had developed the CMNMP. Outputs under the revised DMF were almost fully delivered. Further, 
numerous key reforms not covered by specific performance indicators were achieved under the umbrella provision, 
“sequenced implementation of the capital market master plan.” While TA implementation suffered under protracted 
administration, the delays emanated primarily from major structural overhauls within the regulatory architecture. 
Moreover, the completed outputs are considered likely sustainable. For example, the straight-through processing, 
data warehouse, investor protection fund, investor area, single investor ID, and IT upgrades are tangible reforms, 
remain in use today, and have contributed to a measurable enlargement of Indonesia’s finance sector. 
 
 

Major Lessons: The TA again highlights the need in middle-income countries to accommodate wide flexibility during 

implementation and, if possible, at the design stage. While the program implementation period was unusually long, 
this delay was largely offset by ADB’s ability to quickly respond to the OJK’s emerging requests for assistance 
through active TA. While required requests for changes in implementation had slow response times, the lengthy 
process required to process a new TA program would have eliminated ADB’s responsiveness altogether. As such, 
future TA programs supporting finance sector development in Indonesia should include unallocated funds to reduce 
administrative burdens and ensure flexibility appropriate to a middle-income country.  
 
 

Recommendations and Follow-Up Actions: The TA highlighted a shortage of project management capacity within 

Indonesia’s regulatory bodies. TA delivery should, if possible, incorporate skills transfer to bolster the OJK’s internal 
capacity to lead projects and self-coordinate TA implementation.  
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