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Basic Data 
Indonesia: Capital Market Development Program Cluster 
(Project Number 32507, Loan 2379 and Loan 2577) 
 
Safeguard classification: Category C 
Sector classification: Loan 2379-Finance, Loan 2577-Finance 
Thematic classification: Sustainable economic growth, private sector development, and 
governance 
 
Key Program Data ($ million)              Loan 2379            Loan 2577         
(per ADB loan documents)    
Total program cost      300.00                      300.00  
Foreign exchange cost      300.00                               300.00 
ADB loan amount utilization      300.00                      300.00 
ADB loan amount cancellation     

 
Key Dates Loan 2379 Loan 2577 
Fact-finding mission 30 April–15 May 2007 10–20 March 2009 
Appraisal mission 27–31 August 2007 24 April–28 May 2009 
Loan negotiations 10 October 2007 1 October 2009 
Board approval 10 December 2007 16 November 2009 
Loan agreement 11 December 2007 10 December 2009 
Loan effectivity (expected) 10 March 2008 10 March 2010 
Loan effectivity (actual) 14 December 2007 17 December 2009 
First disbursement 17 December 2007 18 December 2009 
Loan Closing 31 March 2008 31 March 2010 
Months (effectivity to closing) 3.5 months 3.5 months 

 
Borrower:  Government of Indonesia 
Executing Agency: Bapepam-LK 
 
Mission Data 
 
Type of Mission 

Loan 2379 Loan 2577 
No. of 

Missions 
No. of 

Person-Days 
No. of 

Missions 
No. of 

Person-Days 
Consultation  – –    – 

 

– 
Fact-finding 1 90 1 – 
Appraisal 1 25 1 30 
Inception – – – – 
Review – – – – 
Program completion review 1  7 1  7 
Independent evaluation 1 19 1 19 

 



 

 

Executive Summary 
 

In the aftermath of the 1997–1998 Asian financial crisis, Indonesia undertook reforms including 
strengthening the banking sector. However, to return economic growth to pre-crisis levels, higher 
levels of investment were needed, particularly in infrastructure. Developing capital markets 
offered an opportunity to reinvigorate growth through more efficient financial intermediation. 
In addition, one of the lessons from the Asian financial crisis was the lessening of dependence 
on the banking system by encouraging the development of capital markets, in general, and 
corporate bond markets, in particular. In this context, the Government of Indonesia adopted a 
Capital Market Master Plan (CMMP) 2005–2009 and sought Asian Development Bank support to 
develop the country’s capital markets. The CMMP was part of a structural reform agenda that 
included an Investment Policy Package (2006), an Infrastructure Reform Package (2006), a 
Financial Sector Policy Package (2006), and an Investment Law (2007). 
 
The Capital Market Development Program Cluster (CMDPC) was a response to the government’s 
request for support and was designed as two single-tranche subprograms of $300 million each. 
The CMDPC had four objectives: (i) enhance information disclosure and improve price discovery 
in the capital markets, (ii) create deeper and more liquid securities markets, (iii) improve market 
surveillance and investor protection, and (iv) better governance and human resource capacity in 
market institutions. The CMDPC included a post-program monitoring framework covering follow-
up actions after program completion. Two technical assistance (TA) projects accompanied the 
CMDPC. One was a TA project on Strengthening Regulation and Governance with an amount of 
$1.2 million. This TA aimed to help Bapepam-LK, the capital market regulator, implement key 
reforms under the CMDPC. The other was a TA project on Strengthening Capital Market with an 
amount of $1.5 million. This TA aimed to support sustained implementation of the reforms 
beyond the CMDPC period. 
 
The CMDPC was successful. The evaluation found it relevant, effective, efficient, and likely 
sustainable. However, the evaluation found the program design to be less than satisfactory. 

 

Performance Assessment 
 
Relevance. The program addressed the 
country’s development challenges and was 
strategically aligned with the government’s 
priorities. The lack of a well-developed 
capital market and nonbank financial sector 
had been a constraint on accelerating 
growth. In addition, the financial sector was 
dominated by the banking system which 
lacked the long-term resources to finance 
long term investments. The Capital Market 
Development Program Cluster (CMDPC) 
supported the government program 
articulated in the Capital Market Master Plan 
(CMMP), 2005–2009. The program was 
aligned with the Asian Development Bank 
(ADB) country strategy and program, 2006–
2009, which contained as one of its five 
strategic areas of engagement the 

deepening of the financial sector, with 
improved domestic resource mobilization to 
meet long-term financing needs as the 
results indicator. The program was also 
consistent with ADB’s Medium-Term 
Strategy II, 2006–2008, which listed the 
finance sector as one of the six core 
operational sectors. The program remained 
relevant with respect to government and 
ADB strategies during its implementation.  
 
The CMDPC appropriately sought to 
strengthen the foundation for capital 
markets by addressing information issues, 
strengthening investor protection and 
market surveillance, upgrading institutional 
quality, and improving the functioning of 
the government securities market. However, 
the efforts to promote deeper financial 
markets were fragmented and lacked a 
longer-term road map with appropriate 
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sequencing and prioritization of policies and 
actions. In addition, the program relied too 
much on the policy-based lending 
instrument to support many processes—a 
more balanced use of available ADB 
instruments would have improved the 
program’s effectiveness. The supporting 
technical assistance (TA) was not 
commensurate with the complexity of the 
program. The quality of the results 
framework could have been strengthened—
there were program outcome and output 
targets that were unrealistic and contained 
many outputs that should have been 
classified as outcomes (or intermediate 
outcomes). Finally, while it was innovative, 
the post-program monitoring framework 
(PPMF) did not sufficiently track results or 
outcomes to enable future programs to 
assess progress.  
 
While the evaluation finds the program 
design less than relevant, the program is 
considered relevant overall given its support 
for improving domestic resource 
mobilization and alignment with 
government programs and ADB strategies. 
 
Effectiveness. The CMDPC contributed to the 
strengthening of the institutional 
foundation supporting capital market 
development. The program met the outputs 
for objective (i)—enhancing information 
disclosure and price discovery. The Indonesia 
Bond Pricing Agency was established to 
improve transparency and ensure equal 
access to price information for all market 
participants. With respect to objective (ii)—
deeper and more liquid financial markets—
most of the targets for key indicators in the 
design and monitoring framework (DMF) 
were achieved: benchmark yields from 
government securities issuance were 
established; spreads of government bond 
benchmark issues declined during 2009–
2012; government bond turnover increased 
from 44% to 64% during 2006–2012; 
market capitalization of listed companies to 
gross domestic product (GDP) increased 
from 31% to 43% during 2006–2012 with 
the number of listed companies increasing 
by 34%; three infrastructure financing 
(including guarantee) companies were 

established with two companies issuing 
local currency bonds; new products were 
developed such as sharia-based investment 
and exchange-traded funds; insurance 
company assets as a percentage of GDP 
increased from 2.8% to 3.8% during 2006–
2012; and pension fund assets grew at a 
compound annual growth rate of 12.7% 
during 2007–2012 (although pension assets 
as a percentage of GDP declined from 2.3% 
to 1.8%). However, there were some 
important areas where progress has not met 
expectations: corporate bond outstanding 
to GDP has remained at about 2% during 
2006–2012 compared with the 5% target 
despite a 300% increase in corporate bonds 
outstanding (from a low base); and stock 
trading to market capitalization has declined 
from 36% in 2006 to 23% in 2012 despite a 
250% increase in value traded shares during 
the period. 
 
To achieve objective (iii)—enhance market 
surveillance and investor protection—the 
program contributed to the strengthening 
of the autonomy, accountability and powers 
of Bapepam-LK and the introduction of the 
Securities Investment Protection Fund. The 
CMDPC also supported the establishment of 
risk-based supervision for insurance 
companies and pension funds. However, 
two outputs in the DMF—the consolidation 
of the insurance industry and Indonesia’s 
participation in the Association of Southeast 
Asian Nations trading board—were not 
achieved although the number of insurance 
companies has declined. Given the 
development issues with the ASEAN trading 
board, the non-achievement of this 
indicator is not as critical as the indicator for 
insurance industry consolidation. With 
respect to objective (iv)—stronger 
governance and human resource capacity—
the CMDPC contributed to two DMF 
outputs: the establishment of the Capital 
Market Institute and the setting up of a user-
friendly website which is now available 
through Otoritas Jasa Keuangan (OJK) and 
Bank Indonesia. The evaluation could not 
find evidence that budget resources made 
available for capacity development had been 
increased.  
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Of the two outcomes in the DMF, one was 
achieved and the other was not but was 
eventually achieved. Market capitalization in 
rupiah increased by more than 200% during 
2006–2012, exceeding the 50% revised 
target (though staying small relative to 
GDP). The number of individual holders of 
market securities increased by 31% from 
2007–2012, compared to the target of 
100% increase, though the target was 
eventually reached in 2015. 
 
The evaluation finds the CMDPC to be 
effective overall. The program made 
significant contributions to improving price 
transparency, investor protection, 
development of capital market institutions, 
and functioning of the government 
securities market. While the corporate bond 
market growth target was not met, the 
program’s interventions contributed to the 
issuance of local currency bonds by 
infrastructure financing facilities, 
development of the sukuk (sharia-compliant 
bonds), growth in market capitalization, and 
increases in insurance company and pension 
fund assets.  
 
Efficiency. The program design built on 
previous ADB engagements in the area of 
capital market development. The policy 
actions were completed within the January 
2006 to December 2010 timeframe of the 
program.  
 
The evaluation assesses the CMDPC program 
to be efficient. 
 
Sustainability. The World Bank and 
International Monetary Fund’s Financial 
Sector Assessment Program (FSAP) report in 
2017 verified that the government had 
implemented the capital market-related 
recommendations of the FSAP, 2010, which 
indicates that sustained reform efforts must 
have been undertaken. The new institutions 
that were established with support from the 
CMDPC—the Bond Pricing Agency, the 
Investor Protection Fund, the merged stock 
exchange, the infrastructure financing 
facilities, and the primary dealership system 
for government securities—are operational. 
There has been some progress in areas such 

as the issuance of benchmark government 
securities and the sustained use of newly 
introduced products such as Islamic finance. 
The government updated its capital market 
development program with the issuance of 
government’s Capital Market and Nonbank 
Financial Industry Master Plan, 2010–2014. 
In 2015, OJK issued the Indonesian Financial 
Services Sector Master Plan, 2015–2019.  
 
Subsequent ADB programs supported many 
of the initiatives started under the CMDPC as 
well as implementing some of the FSAP, 
2010 recommendations. The Indonesia 
Financial Market Development and 
Integration Program, 2012 was expected to 
support the continued enhancement of 
Bapepam-LK supervisory capabilities, 
development of the Capital Markets 
Institute, sufficiency of budget resources for 
staff training, deepening of the primary and 
secondary government securities market, 
improvements in the quality and 
transparency of financial information, 
strengthening of investor protection, and 
increased participation in pension funds. 
The Subprogram 1 of the Indonesia Financial 
Market Development and Inclusion 
Program, 2015 included various measures to 
supporting the development of the 
insurance and pension fund sectors.  
 
The FSAP, 2017 provided a stock-taking of 
the capital markets and made 
recommendations for their further 
development. There are signs that the 
authorities are moving forward with the 
implementation of these recommendations, 
e.g., OJK has requested support under the 
Japan-ASEAN Financial Technical Assistance 
(JAFTA) fund for the preparation of the Bond 
Market Deepening Roadmap. The World 
Bank Indonesia Country Partnership 
Framework FY16–FY20 includes support for 
capital market development, especially in 
the area of infrastructure finance. The 
evaluation is cautiously optimistic that 
capital market reforms will be sustained and 
enhanced to achieve results, and assesses 
the achieved results likely sustainable. 
 
Other assessments. There are other 
evaluation criteria, which provide further 
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depth to the evaluation: development 
impacts, performance of borrower and 
executing agency, and performance of ADB. 
Notwithstanding the gains in establishing 
the institutional foundation for capital 
market development, the evaluation 
assessed development impacts less than 
satisfactory overall given that the DMF 
target on increased share of nonbank 
financial sector assets in total financial 
system assets was not met. In addition, 
Indonesia continues to lag behind its peers 
in several indicators. The performance of the 
borrower and executing agency is 
considered satisfactory. The borrower was 
able to deliver a complex program that 
required coordination among several 
government agencies. The performance of 
ADB is viewed satisfactory overall given the 
program’s relevance to major development 
challenges, adequate monitoring and 
supervision of the program, and 
introduction of the PPMF as an instrument 
to follow-up policy actions, coordinate 
actions from different market participants, 
and to provide the basis for continued 
dialogue between ADB and the government.  
 

Issues, Lessons, and Follow-up 
Actions 
 
Issues. There are some key issues that are 
risks to the sustainability of capital market 
reforms supported by the CMDPC.  
 
(i) The continued shallowness of capital 

markets a decade after the CMDPC 
requires an assessment of the 
effectiveness of ADB’s long-term 
support to the sector. Despite two more 
program loans from ADB, the share of 
nonbank financial sector assets to total 
financial sector assets did not grow 
during 2012–2016. The corporate bond 
market in 2016 had not met the CMDPC 
target for 2012.  In addition, Indonesia 
continues to lag behind its peer 
countries in several capital market 
indicators. ADB needs to review the 
reasons for the lack of results in several 
key areas in its long-term engagement in 
capital market development.  

(ii) If ADB continues to support the capital 
market, it should develop a road map 
for reform and prioritize its support to 
selected areas. There are two areas that 
could be considered. First, deepening 
the corporate bond market would help 
address the infrastructure financing gap 
that has resulted in forgone growth 
valued at an estimated 1% of GDP. 
Second, regarding social security 
reform, there are opportunities to 
deepen financial markets by widening 
the spectrum of investment 
opportunities.  

(iii) Given ADB’s long-term engagement in 
state-owned enterprises (SOEs) in 
Indonesia, future SOE support could 
include following up on the use of the 
capital market for privatization. While 
one of the policy actions was the 
development of a pipeline of candidate 
SOEs for privatization, there has not 
been significant progress in 
privatization, although 20 out of the 
119 SOEs are listed on the stock 
exchange and in 2014 they accounted 
for about 26% of market capitalization. 
Listing or privatizing SOEs would 
broaden and deepen the capital market 
by increasing issuer demand and 
participation. However, as noted in the 
FSAP, 2017, there should be a review of 
regulations that give preference to SOE 
financial instruments, such as 
requirements for nonbank financial 
institutions to invest in SOEs, which 
would result in an uneven playing field 
and crowding out of the private sector.  

 
Lessons. The evaluation identified four 
lessons drawn from the CMDPC experience.  
 
(i) The PPMF is a useful instrument in 

helping ensure the sustainability of 
reforms and providing a basis for 
continued ADB dialogue and support. It 
is also a good practice for ADB to 
support a post-monitoring program 
with TA. However, the framework 
should monitor not only actions and 
outputs but also outcomes.  

(ii) The coverage of accompanying TA to 
support implementation of the reforms 
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should match the scope and complexity 
of the program. The $1.5 million TA 
project was aimed at supporting the 
continuation of the reforms beyond the 
CMDPC, including the policy measures 
in the PPMF. The other TA project 
amounting to $1.2 million, with limited 
components, supported the 
implementation of a $600 million loan 
program with 93 policy actions to be 
completed by several government 
agencies. It is unclear whether 
additional budgetary resources were 
provided for program implementation 
beyond the $1.2 million for TA. 

(iii) Program design should be focused and 
selective, with a limited number of 
policy actions to ensure effective 
implementation and monitoring. 
Limiting the number of policy actions in 
a program is consistent with the 
Independent Evaluation Department 
recommendations in its evaluation of 
ADB support for capital market 
development in 2008. This has been the 
practice of Southeast Asia Department 
since 2010. 

(iv) The long-term nature of capital market 
development requires a road map with 
clear sequencing and prioritization of 
reforms as well intermediate and long-
term outcomes, with periodic updating. 
A longer-term and flexible framework 
for reforms, supported by a timely 
monitoring and evaluation system, 
would provide a context for the phasing 
of reforms and identifying the content 
of specific programs which typically 
cover 3–5 year periods. In the ongoing 
Financial Market Development and 
Inclusion Program, ADB has supported 
the newly-established integrated 
financial services regulator (OJK) to 
formulate and implement an integrated 
financial sector strategy and action plan 
covering banking and nonbank 
institutions. 

 
Follow-up Actions. The following follow-up 
actions are suggested to ADB.  
 
(i) Consider providing more focused 

support with deeper engagement in 

selected areas, and using TA. Future 
support could build on the FSAP, 
athough there may be a need for 
specific studies such as analytical work 
to identify the underlying reasons for 
slow progress in several areas, e.g., 
pension funds and equity market 
liquidity.  

(ii) Strengthen the results framework of 
future programs (if any) by designing 
measurable results indicators covering 
medium- and longer-term periods and 
developing a monitoring and evaluation 
system. The monitoring system could 
include regular systematic feedback 
from market participants through 
surveys or structured interviews.  

(iii) In designing DMFs, ensure there are 
strong links between policy actions and 
outcomes (or intermediate outcomes) 
and improve the realism of targets. The 
results of many CMDPC actions, such as 
the establishment of infrastructure 
financing facilities to increase the 
issuance of corporate bonds, are longer-
term in nature, yet the DMF included a 
target equivalent to increasing 
corporate bonds outstanding to 5% of 
GDP, equivalent to a 700% increase over 
a 6-year period. 

(iv) Consider more Private Sector Operations 
Department engagement in the capital 
market. Such development could 
include developing instruments 
supporting infrastructure and small- and 
medium-enterprise financing.   

(v) Ensure that program costs are 
adequately funded. One way of 
ensuring this is including allocations 
from the budget for program costs as a 
policy action, as the CMDPC did for 
capacity building.  



 

 

CHAPTER 1 

Introduction 
 
 

 

A. Evaluation Purpose and Process 

1. This program performance evaluation report (PPER) assesses the Capital Market 
Development Program Cluster (CMDPC), which the Asian Development Bank (ADB) supported 
through two single-tranche policy-based loans in 2007 and 2009.1 The program was anchored 
on the government’s financial sector reform program and followed earlier support provided by 
ADB to the sector.  
 
2. The evaluation built on initial findings and recommendations of the ADB self-assessment 
and the Independent Evaluation Department (IED) desk validation. In its project completion 
report (PCR) in 2015, ADB assessed the program successful overall, based on an initial evaluation 
of its performance.2 IED’s desk review validation of the PCR, also in 2015, generally endorsed the 
program’s achievements and the PCR recommendations.3 

 

3. In preparing this PPER, IED held consultations at ADB headquarters with the Southeast 
Asia Department and undertook an independent evaluation mission to Jakarta on 25 April to 2 
May 2017. The mission held discussions with the Ministry of Finance, Otoritas Jasa Keuangan 
(OJK), Bank Indonesia, and other relevant public sector and development partner organizations.4 

 

4. This PPER assesses the extent to which the CMDPC reforms strengthened the resilience 
of Indonesia’s financial sector, through assessment of the program’s institutional impacts and 
sustainability. Findings and lessons on these and other aspects of the program should inform 
future ADB interventions in this sector, in particular those focused on capital market 
development. Moreover, this PPER will feed into the ongoing IED Corporate Evaluation on Policy-
Based Lending Operations, programmed for delivery in early 2018. The PPER will also serve as an 
input to the finance sector evaluation for Indonesia and the next country assistance program 
evaluation for Indonesia, both for delivery in 2019.  
 

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

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

2  ADB. 2015. Completion Report: Capital Market Development Program. Manila. 
3  IED. 2015. Validation Report: Capital Market Development Program. Manila: ADB. 
4  A list of the persons met and organizations visited is provided in Appendix 1. 
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B. Expected Results 

5. The CMDPC objective was to promote the diversification and resilience of the financial 
sector while supporting the medium-term macroeconomic goals of the government. To achieve 
this, the program aimed to strengthen transparency and information disclosure to build 
confidence in capital markets. On the supply (issuer) side, the program would deepen 
government bond markets, which are an esstential building block to the development of 
corporate bond markets. On the demand (investor) side, the program would promote 
institutional investors such as contractual savings institutions. On market infrastructure (hard 
and soft), the program would improve the underlying structure for securities trading and 
strengthen the legal and regulatory regime and supervision institutions (Box 1).  
 

Box 1: What Are Capital Markets? 

Capital markets are financial markets for the buying and selling of long-term securities instruments. Capital markets 
provide an interface for allocating capital according to market-based pricing of risk and returns. They channel savings 
toward long-term productive investments, helping issuers—companies or governments—to raise long term capital, 
and long-term investors, such as insurance and pension funds, to hold long-term assets and earn returns. In the 
ADB-supported Capital Market Development Program Cluster, key securities instruments identified are: (i) bonds or 
debt instruments that earn investors a regular “coupon,” allowing them to become creditors to the issuer; (ii) bundles 
of claims, such as asset-backed securities—mortgage-backed securities are an example; (iii) equity instruments or 
stocks and shares that permit investors to acquire ownership of companies and thereby share risk; and (iv) sukuk 
(sharia-compliant bonds), which grant the investor a share of an asset, along with the commensurate cash flows 
and risk. Capital market development needs the right infrastructure to develop, including “soft” aspects such as: a 
solid legal and institutional environment; good corporate governance that protects investor rights, especially those 
of minority shareholders; and “hard” aspects of sound financial infrastructure—including the physical underpinnings 
of trading systems and securities clearance and settlement arrangements. 
 

 

ADB = Asian Development Bank, IFI = international finance institution, MDB = multilateral development bank. 
Source: Modified from Independent Evaluation Group. 2016. The World Bank Group’s Support to Capital Market 
Development. Washington, D.C. 
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6. The intended impact, outcome, and outputs of the CMDPC are as follows: 
 

(i) Impact: greater finance sector resilience and diversification. 
(ii) Outcome: increased contribution by the capital market to domestic financing. 
(iii) Outputs: (a) enhanced information disclosure and price discovery, (b) deeper and 

more liquid financial markets, (c) better market surveillance and investor 
protection, and (d) stronger governance and human resource capacity.5 

 
7. Indicators and targets. The impact was to be measured by the increase in the nonbank 
finance sector’s share of total finance sector assets with a target of increasing this share from 
20% in 2005 to 25%–28% by 2011–2012. The key metrics for outcomes were: (i) increase in 
market capitalization by 20% over the medium-term by 2012 (baseline Rp1,249.10 trillion in 
2006)6; and (ii) doubling of the number of individual holders of market securities, equity, and 
government bonds, including through mutual funds, by 2012 (baseline 215,025 in December 
2007, since increased by 58% as of July 2009). The four outputs had a total of 17 indicators. 
 
8. Policy actions. The CMDPC was supported by single-tranche loans for each subprogram—
$300 million each, for a total of $600 million, from ADB’s ordinary capital resources. 
As supported by policy-based loans, these were to be disbursed following successful completion 
of the policy actions specified in the policy matrix. The development policy letter and policy matrix 
included 46 policy actions for subprogram 1 and 47 policy actions for subprogram 2. The 
implementation period was from January 2006 to August 2009.7  

 

9. The CMDPC’s 93 policy actions were designed to contribute to four objectives: (i) 
enhancing information disclosure and improving price discovery (6% of total actions), (ii) 
promoting deeper and more liquid capital markets (56% ), (iii) improving market surveillance and 
investor protection (25%), and (iv) strengthening governance and human resource capacity 
(13%). The actions are distributed across the following categories: (i) legislative changes (15%), 
(ii) regulatory changes (27%), (iii) preparation of studies and plans (20%), (iv) capacity building 
initiatives (9%), (v) development of government securities market and new products (8%), (vi) 
introduction of new institutional arrangements (8%), (vii) strengthening of trading systems and 
standards (9%), and (viii) others (5%). 

 

10. The report and recommendation of the President to the Board of Directors for 
subprogram 1 stated that the policy reforms under subprogram 2 were indicative and its scope 
and schedule would be modified as necessary, based on a review of the achievements under 
subprogram 1. This provided flexibility in program design, as adjustments were made on the 
basis of the results of subprogram 1 and changes in the external environment. 

 

11. Revisions were made in the policy actions approved for subprogram 2. The PCR reported 
that eight new policy actions were introduced to deepen the capital market, strengthen the 
governance of the stock exchange, strengthen the autonomy and accountability of the regulator, 
promote regional cooperation, enhance risk-based supervision of nonbank financial institutions, 
and improve the skills of market players. These new policy actions were generally appropriate, 
took into account the government’s achievements, and addressed emerging needs in the market.   

 

                                            
5  The design and monitoring framework for subprogram 1 provided sub-outputs for each output. 
6  The PCR reported that the target was revised for market capitalization to increase by 50% by 2012, as performance 

exceeded expectations. 
7  Appendix 2 lists the policy actions for each subprogram (Tables A2.1 and A2.2) and Table A2.3 presents the categories 

and distribution of these policy actions by subprogram and by program objective. 
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12. The CMDPC policy actions were generally relevant to the achievement of the specific 
objectives, with several linked actions in the two subprograms, e.g., the merger of the two stock 
exchanges—approval of the merger of Jakarta Stock Exchange and the Surabaya Stock Exchange 
in subprogram 1 and implementation of the merger to establish the Indonesia Stock Exchange 
(IDX) in subprogram 2. The program contained several actions—such as an assessment of the 
future development of public pensions or development of a pipeline for state-owned enterprise 
(SOE) privatization—that were processes which would not produce results during the program 
period and would require post program follow-up actions.   

 

13. ADB’s value addition has mainly been in consolidating its previous work in capital 
markets into a monitorable agenda of actions not only during the program period but also post-
program; in addition, the CMDPC supported implementation of many of the reforms derived 
from prior technical assistance (TA) projects and sustained outcomes from previous lending 
programs. However, there was scope for improving the quality of the design and monitoring 
framework (DMF). Some important results—improved corporate governance and strengthened 
investor protection—did not have well-defined (intermediate outcome) indicators beyond 
achievement of outputs. Some targets—increase in corporate bonds outstanding to 5% of gross 
domestic product (GDP) by 2012—were not realistic.8   
 
 

                                            
8  Appendix 3 details the assessment of the quality of policy actions. This assessment is an input to the Corporate 

Evaluation on Policy-Based Lending Operations, programmed for delivery in early 2018. 



 

 

CHAPTER 2 

Design and Implementation 
 
 
 

A. Rationale 
 
14. Indonesia undertook reforms and restored its banking sector to solvency in the aftermath 
of the 1997–1998 Asian financial crisis. However, to return the country’s economic growth to 
pre-crisis levels, more investment was needed, particularly in infrastructure. The banking system 
did not have the capacity to meet the financing requirements for long-term investments. 
Developing capital markets offered an opportunity to reinvigorate growth through more 
diversified financial intermediation. 
 
15. At the time of CMDPC inception, Indonesia’s fiscal, financial, and economic indicators 
signaled mixed progress in its recovery from the Asian financial crisis. On the one hand, economic 
growth was rebounding, inflation had eased, fiscal deficits were being contained, and external 
debt and vulnerability had steadily declined. On the other hand, a weak investment climate led 
to sluggish investment; sovereign credit ratings were still below the investment grade levels 
reached before the 1997 crisis; and financial markets remained volatile due to global 
developments, policy delays, and aggravated by the shallowness of the domestic market. The 
government therefore set out to intensify its structural reform agenda, enhance the investment 
climate, improve public infrastructure, and strengthen financial sector intermediation.9 

 

16. Reforms to strengthen and address constraints in the finance sector were critical. Finance 
sector reforms were a key element in the government’s broader structural adjustment reform 
agenda. The finance sector faced a range of constraints, including a lack of depth in the equity 
market, inadequate long-term investment financing from banks, the need for stronger 
governance and regulatory supervision coordination, and an undeveloped nonbank financial 
subsector.10 Moreover, there were opportunities to develop other market instruments, such as 
bonds. To address these challenges and pursue opportunities in the sector, the government 
adopted a Capital Market Master Plan (CMMP), 2005–2009 as a critical component of its broader 
reform package.11 

 

17. The government sought ADB support specifically to improve long-term infrastructure 
financing. The government requested such support through the CMDPC as the country needed 
long-term domestic resources that could be mobilized through the capital markets to finance 
infrastructure investments. The government was committed to meet the principal objectives of 
this program cluster, which were to: 

 

                                            
9   As part of the structural reform agenda, the government adopted: an Investment Policy Package (2006), an 

Infrastructure Reform Package (2006), a Financial Sector Policy Package (2006), and an Investment Law (2007). 
10  Included in this subsector are the following: mutual funds, insurance, pension funds, securities brokerage, pawnshops, 

rural institutions, and venture capital companies. 
11 The CMMP outlined the government’s strategy to strengthen capital markets, improve legal certainty, strengthen the 

role and quality of market players, and develop new financial products to include bonds as well as Islamic financial 
products. 
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(i) enhance information disclosure and improve price discovery in the capital 

markets;  

(ii) create deeper and more liquid securities markets; 

(iii) provide for improved market surveillance and investor protection; and 

(iv) provide for improved governance and human resource capacity in market 

institutions.12 

B. Time, Cost, Financing, and Implementation Arrangements 
 
18. CMDPC was formulated as two single-tranche subprograms: subprogram 1 
($300 million) was approved on 10 December 2007, became effective on 14 December 2007, 
and was closed on 31 March 2008; while subprogram 2 ($300 million) was approved on 16 
November 2009, became effective on 17 December 2009, and was closed on 31 March 2010. 
 
19. Bapepam-LK13 (Financial Services Authority) served as the executing agency, with multiple 
implementing agencies. For subprogram 1, the Debt Management Office and the Directorate of 
Taxes (both under the Ministry of Finance); Bapepam-LK; the State Ministry of State-Owned 
Enterprises; and the Financial System Stability Forum were the implementing agencies. For 
subprogram 2, Bank Indonesia; Bapepam-LK, Debt Management Office, Directorate of Taxes (all 
under the Ministry of Finance); and the IDX, were the implementing agencies. 

 

20. A post-program monitoring mechanism was put in place. The development of a post-
program monitoring framework (PPMF) was proposed under subprogram 2. Its objective was to 
outline follow-up policy actions after the program has been completed.14 The monitoring period 
was from September 2009 to June 2011. 
 

C. Technical Assistance 
 
21. Two TA projects accompanied the program. One was the TA on Strengthening Regulation 
and Governance approved for $1.2 million, of which $700,000 was financed by the ADB TA 
Special Fund and $500,000 was by the Financial Sector Development Partnership Fund on a grant 
basis. This was approved together with the CMDPC on 10 December 2007, and was aimed at 
helping Bapepam-LK to implement key finance sector reforms under the program cluster and 
give timely policy advice to the government.15 The TA was closed on 30 September 2012 and the 
TA completion report (TCR) which was appended to the CMDPC PCR assessed it less than 
successful.16  

 
22. The TCR reported that 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-

                                            
12 These commitments were set out in a development policy letter from Indonesia’s Ministry of Finance sent to ADB on 

10 October 2007. 
13 Badan Pengawas Pasar Modal dan Lembaga Keuangan (Bapepam-LK) was Indonesia’s capital market and financial 

institutions supervisory agency up to 2011. Together with Bank Indonesia, it regulated and supervised the capital 
market, financial institutions, and banks. Bapepam-LK’s supervisory functions were assumed by the newly established 
Otoritas Jasa Keuangan in 2011. 

14 The PCR reported in the PPMF that some policy measures were to be considered as triggers for the follow-up program 
proposed in 2011–2012. 

15 ADB. 2007. Technical Assistance on Strengthening Regulation and Governance (INO: TA 7000). Manila. 
16 See Appendix 6 of the completion report for the CMDPC. 



Design and Implementation 7 

 

 

LK, and/or the lessons of the training were not incorporated into job descriptions, operating 
standards, or even the regulatory framework. The program did not have a measurable indicator 
to assess improvement in capacity. 
 
23. The other TA, Strengthening Indonesia’s Capital Market, approved on 10 December 2009 
for $1.5 million, was processed separately from CMDPC subprogram 2 and was aimed at 
supporting the continuation of the reforms beyond the CMDPC, including the policy measures in 
the PPMF.17 The TA was closed on 30 April 2015 and the TCR viewed it successful.18 

 

24. The TCR reported that the TA built on extended ADB engagement in support of capital 
market development. Outputs under the revised DMF were almost fully delivered. Some key 
reforms not covered by specific performance indicators were achieved under the umbrella 
provision “sequenced implementation of the capital market master plan.” But the TA 
implementation suffered delays caused primarily by major structural overhauls within the 
regulatory architecture, i.e., shifting financial regulation responsibility from Bapepam-LK to the 
OJK. Many of the outputs such as the straight-through processing, data warehouse, investor 
protection fund, investor area, single investor identification, and information technology 
upgrades remain in use today.  
 

D. Consultants 
 
25. No consultants were directly engaged or retained for the design or implementation of 
CMDPC subprograms 1 or 2. The PCR reported that 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 number of person-months of consultancy services that were 
provided under the program is not known. Overall, the performance of the individual consultants 
was rated satisfactory in the TCRs.  
 
26. During consultations, officials spoke highly of the usefulness of TA, in general, citing 
specific studies or consultants that were particularly helpful in key areas. They also highlighted 
the importance of highly qualified and engaged ADB staff and consultants, with whom long-
term working relationships can be built. It was shared that policy makers value the ability of 
consultants to integrate good international practices with local context and circumstances, and 
examples of these experiences were provided. 
 

E. Safeguard Arrangements  
 

27. CMPDC was classified as category C for involuntary resettlement, impact on indigenous 
people, and impact on environment. It did not entail any involuntary resettlement or have a 
negative impact on indigenous people or the environment.  
 

F. Loan Covenants, Monitoring, and Reporting Arrangements 
 
28. Loan covenants. For subprogram 1, there were five covenants and all were complied 
with. For subprogram 2, there were eight covenants and all were complied with. The loan 
covenants were mainly boilerplate provisions in facility agreements. 
 
29. Monitoring and reporting. ADB, in cooperation with the Ministry of Finance and 
Bapepam-LK, had to carry out periodic reviews of the progress and outcomes of both 

                                            
17 ADB. 2009. Technical Assistance on Strengthening Indonesia’s Capital Market. Manila (INO: TA 7466). 
18 See Appendix 7 of the completion report for the CMDPC. 
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subprograms. However, the evaluation found no evidence of government submissions after the 
approval of subprogram 1. 
 
30. A PCR is supposed to be completed within 12–24 months of project or program 
completion, which in the case of the CMDPC was 31 March 2010. However, in this case, the PCR 
was issued only in June 2015, more than 5 years after the program had closed. The Development 
Effectiveness Committee of the Board is provided with a schedule of PCRs, as well as the reason 
for the delay in PCR preparation. ADB explained that PCR preparation had to wait for the 
completion of the associated TA (footnote 17), which was approved to support the PPMF for 
follow-up policy actions for September 2009–June 2011.19 The design of the Financial Market 
Development and Integration Program in 2012, which follows up the reforms in the CMDPC, 
would have benefited from inputs of a timely PCR for the CMDPC. 
 
31. Post-program monitoring framework. The PPMF, supported by the Strengthening 
Indonesia’s Capital Market TA approved in December 2009, was a unique and useful instrument. 
The PPMF included 54 actions that aimed to help sustain dialogue and reforms after program 
completion. The framework provided the basis for continued support through TA and 
development of a program to be supported by future lending. It also helped the government 
coordinate different aspects of the capital market reform program where many players are 
involved. The PPMF recognized that the program supported by the CMDPC was not a set of one-
time actions but a continuing process that combines progress in program initiatives (e.g., finalize 
repurchase agreement) with new actions (e.g., implement the World Bank and International 
Monetary Fund Financial Sector Assessment Program [FSAP] recommendations). On the other 
hand, the limited focus on results (as opposed to processes) to guide reform priorities was a 
weakness of the PPMF. 

 

 
 

                                            
19 The PCR/Extended Annual Review Report and TCR Program for 2015 listed CMDPC with June 2015 as the date of 

completion report circulation and noted that the loans are associated with TA 7466 for completion in December 2014 
and for financial closing in March 2014. After the TA 7466 closing on April 2015, a completion report was issued on 
June 2015. 



 

 

CHAPTER 3 

Performance Assessment 
 
 
 

32. IED’s guidelines identify four core evaluation criteria: (i) relevance of the program to the 
government and ADB development strategies and adequacy of program design in addressing 
development constraints, (ii) effectiveness of the program outcome and outputs, (iii) efficiency 
of processes including timeliness of program approval and in implementing the actions agreed 
in the policy matrix, and (iv) sustainability of achieved outcome and outputs.20 Each criterion was 
rated accordingly. 
 

A. Relevance 
 
33. The evaluation assessed relevance based on the program’s responsiveness to major 
development challenges, its alignment with government and ADB strategies, the adequacy of 
design and choice of lending instrument, as well as use and relevance of TA. The intended 
outcomes of the program addressed the country’s development challenges and were strategically 
aligned with the government’s priorities. The absence of a well-developed capital market and 
nonbank financial sector had been a constraint to accelerating GDP growth, which had been 
below pre-crisis rates during the period leading up to the approval of the program. World Bank 
has estimated that Indonesia has lost more than 1% of additional GDP growth due to under 
investment in infrastructure, which requires mobilization of domestic resources (Figure 1) and 
increased private sector investment.21 In addition, one of the lessons from the 1997–1998 Asian 
financial crisis was the need to diversify the financial system (Box 2). In this context, the 
government had approved the CMMP, 2005–2009, which in turn would be supported by the 
CMDPC. The program remained relevant with respect to both the country challenges and 
government priorities during its implementation. The undeveloped capital markets remained a 
constraint to growth during the program period and the government continued to pursue capital 
market development with the adoption of the Capital Market and Nonbank Financial Industry 
Master Plan, 2010–2014. 
 
34. The program supported and implemented ADB’s strategy as articulated in the country 
strategy and program (CSP), 2006–2009. One of the five strategic areas of engagement in the 
CSP was the deepening of the financial sector with improved domestic resource mobilization to 
meet long-term financing needs as the results indicator. The program was also consistent with 
ADB’s Medium Term Strategy II, 2006–200822, where the financial sector was one of the six core 
operational sectors. The program also supported succeeding ADB country23 and corporate 
strategies.24 

                                            
20 The overall rating is determined by aggregating the ratings for the four core criteria of relevance, effectiveness, 

efficiency, and sustainability. Under each core criterion, the four descriptor ratings translate into a whole number score 
between 0 and 3. The overall project assessment rating is a weighted average of the values of the four core criteria 
ratings and therefore ranges between 0 and 3. 

21 World Bank Group. 2015. Indonesia Systematic Country Diagnostic: Connecting the Bottom 40% to the Prosperity 
Generation. Washington D.C. 

22 ADB. 2006. Medium Term Strategy II. Manila. Medium Term Strategy II listed the financial sector in group 1 (out of 3) 
of the priority classification of sectors/subsectors.  

23 The Indonesia Country Partnership Strategy 2012–2014 identified development of nonbank financial sector as one of 
main components of support for inclusive growth. 

24 ADB’s Strategy 2020 listed financial sector development as one of the five core areas of operations. 
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Figure 1: Funding Sources to Fill in the Existing Infrastructure Investment Gap 

 

 
 
35. The program built on ADB’s work in the financial sector since 1998. During 1998–2007, 
there were several TA projects that covered areas included in the CMDPC: reform of pension and 
provident funds, regulatory reforms in the insurance industry, SOE restructuring and 
privatization,  and development of an anti-money laundering regime. The State-Owned 

Box 2: Why Develop Capital Markets? 
 
The 1997–1998 Asian financial crisis revealed critical weaknesses in the financial systems in the region. 
First, there was too much dependence on the banking systems, many of which were family-controlled 
and did not provide sufficient corporate monitoring. Second, there was a double mismatch problem with 
foreign currency borrowing without adequate hedging and short-term borrowing to finance long-term 
investments. 
 
Some of the roots of the financial crisis can be addressed by developing capital markets. Bond markets 
enhance monitoring of corporations, and play an important role in financing large investment projects, 
especially when financial returns take time, as in the case of infrastructure projects. Bond markets could 
spread risks over a large number of investors and, through trading of bonds, enable the transfer of these 
risks even before projects are completed. 
 
Studies find causal link between financial depth and economic growth. While initial assessments focused 
on banking as the measure of financial development, other studies expanded the analysis to include 
development of stock and bond markets, both of which influence economic activity. As countries develop, 
demand for services provided by securities market increases relative to those provided by banks. 
 
Source: Asian Development Bank Independent Evaluation Department. 

 

 

Source: World Bank Group. 2015. Indonesia Systematic Country Diagnostic: Connecting the Bottom 40 percent  to 
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Enterprise Governance and Privatization Program in 2001 and the Local Government Finance and 
Governance Reform Program in 2005 provided the basis for the CMDPC components on SOE 
privatization through capital markets and municipal bonds. The Financial Governance and Social 
Security Reform Program in 2002 supported the strengthening and consolidation of financial 
system regulation and supervision and included strengthening of the supervision of pension 
funds and insurance companies. In addition, ADB held extensive consultations with relevant 
government agencies, self-regulatory organizations, market institutions, and other key 
stakeholders during the preparation of the program.25 The ADB fact-finding mission for the 
CMDPC held more than 40 meetings with key stakeholders from the private and public sectors.  

26  
 
36. The rationale for the use of policy-based lending was to support the government’s 
development expenditures (Box 3) and provide a vehicle for developing a coherent program and 
for coordinating actions undertaken by government institutions. The programmatic approach 
allowed for a good degree of flexibility so that adjustments could be made after a first  
subprogram. Two TA projects were associated to the program (paras. 21–24). The first, approved 
in 2007, mainly provided capacity building for Bapepam-LK but also contributed to the 
development of the Global Master Repurchase Agreement and produced a study on how to 
harness capital markets for small and medium enterprise (SME) finance. The second, approved in 
2009, supported the monitoring and implementation of the actions in the PPMF. In addition, 
ADB approved the Indonesian Infrastructure Financing Facility Company Project in 2009 to enable 
use of capital markets to finance infrastructure projects. A regional TA in 2009—Strengthening 
Liquidity of Bond Markets in Association of Southeast Asian Nations (ASEAN)+3—complemented 
the CMDPC initiatives in the area of market liquidity. 
 

 
 
37. However, the program design exhibited several design flaws. First, the program covered 
too many areas with no clear road map for capital market development over the longer term. 
Hence, it did not provide a clear sense of prioritization and sequencing. Second, there were 
weaknesses in the DMF, with a lack of well-defined indicators (e.g., improved corporate 
governance and investor protection) and unrealistic targets (e.g., an increase in corporate bonds 
outstanding to 5% of GDP by 2012, equivalent to a 700% increase from 2006 levels) for several 
expected results. Third, the two supporting TA projects were not commensurate with the 
complexity of the program. Given their limited nature in relation to the high complexity of the 
program, the TA projects did not provide adequate support for implementation and institutional 
development.  
 
38. Overall, the evaluation views the program relevant in spite of the design problems, given 
its responsiveness to major development challenges, support for government strategies and 
programs, and alignment with ADB country and corporate priorities. 

                                            
25 Back-to-Office Report for CMDPC appraisal mission dated 11 September 2017. 
26 Back-to-Office Report for CMDPC fact-finding mission dated 29 May 2007. 

Box 3: Main Findings from the World Bank Public Expenditure Review, 2007 
 
The World Bank Indonesia Public Expenditure Review 2007 found that after the 1997–1998 economic 
crisis the government failed to invest sufficiently in its economy. Indonesia’s public investment rate was  
the lowest among Asian Development Bank’s middle income countries and there was underspending in 
key sectors, such as infrastructure (10.2% of total expenditures) and health (4.2%) by most international 
standards. Total infrastructure investment by the public sector, private sector, and state-owned 
enterprises combined was 3.4% of gross domestic product (GDP) in 2007, significantly below pre-crisis 
levels of 5%–6% of GDP. 
 
Source: World Bank. 2007. World Bank Indonesia Public Expenditure Review. Washington, D.C. 
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B. Effectiveness 
 
39. The evaluation assessed effectiveness based on achievement of expected outcomes and 
outputs as well as the policy actions set out in the development policy letter and accompanying 
policy matrices. The CMDPC had 93 policy actions of which 42% were preparation of legislation 
and drafting or issuance of rules and regulations mainly to support two of the four program 
objectives: (i) enhancing information disclosure and improving price discovery; and (ii) promoting 
deeper and more liquid capital markets (Figures 2 and 3 and Appendix 2, Table A2.3). The actions 
contributed to market transparency, development of new instruments, enhancement of 
contractual savings institutions, and more conducive tax environment. About 20% of the policy 
actions were studies and plans that included the review of options for an integrated regulatory 
structure for the financial sector and the development of the next phase of the capital market 
master plan. Many of these studies and plans were expected to be implemented after the 
program period.  
 

Figure 2: Distribution of Policy Actions, By Subprogram 

 
 

Figure 3: Distribution of Policy Actions, By Program Objective 

 
 
40. About 32% were actions to enhance capacities, establish new institutional arrangements, 
develop the government securities market, introduce new financial products, and improve 
trading systems and standards. Many of these actions could be classified as actual results as 
opposed to processes. Some of the notable results-oriented actions were the issuance of 
government securities with different maturities to create a benchmark yield curve and provide a 
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basis for pricing other securities, the merger of the two stock exchanges to promote efficiency, 
and the launching of new products such as the exchange traded funds and sukuk. The legal and 
regulatory framework established by other prior actions enabled many of these results.  
 
41. The Joint World Bank and International Monetary Fund report in 2010 on the 
Implementation of International Organization of Securities Commissions (IOSCO) Objectives and 
Principles of Securities Regulation found that the capital market laws and regulations were largely 
consistent with the IOSCO principles and that Bapepam-LK had taken “impressive steps to 
increase the transparency of regulation and to institute a comprehensive operational program 
that meets international norms.” In a McKinsey study on capital markets in emerging economies 
in 201727, Indonesia scored relatively better according to the 11 parameters in the study’s capital 
market scorecard in benchmark assets and cornerstone institutions (Table 1).  

 

Table 1: Capital Market Health Scorecard: Indonesia 

Parameters  
Score 

(1=lowest; 5=highest) 

Foundational Policies  
  Benchmark Assets 3 

  Supply of Capital 2 

  Demand for Capital 1 

  Intermediation 2 

  Free Markets 2 

  Price Discovery 2 

Market Architecture and Design  
  Regulatory Framework 2 

  Cornerstone Institutions 3 

  Regulations and Standards 2 

  Taxation 2 

  Market Infrastructure and Technology 2 

Overall Score 2 
Source: McKinsey. 2017. Deepening Capital Markets in Emerging Economies. 

 
42. In terms of enhancing information disclosure and price discovery, the issuance of 
regulations and the establishment of the Bond Pricing Agency were the main CMDPC actions 
supporting objective (i). There were two output targets: improved pricing of fixed income 
instruments and improved corporate governance and investor protection. However, the DMF did 
not provide measurable indicators to enable monitoring of the achievement of this objective.  
 
43. More than half of the policy actions supported objective (ii), deeper and more liquid 
financial markets. Many of the targets were achieved, notably: the establishment of benchmark 
yields from government securities issuance; the reduction in spreads of government bond28 
benchmark issues from 20–30 basis points to under 10 basis points in 2009, with spreads ranging 
from 4 to 6 basis points during 2009–2012, which reflects more liquidity in the market (Table 2); 
an increase in government bond turnover from 44% in 2006 to 64% in 2012; an increase in 
market capitalization of listed companies from 31% of GDP in 2006 to 43% in 2012 with the 
number of listed companies increasing by 34% compared with the 35% target by 2011;29 the 
establishment of three infrastructure financing (including guarantee) companies (Box 4), two of 

                                            
27 McKinsey. 2017. Deepening Capital Markets in Emerging Economies. 
28 The bid–ask spread is the amount by which the ask price exceeds the bid price. The bid–ask spread is a measure of 

liquidity in asset markets—the lower the spread, the more liquid the market. 
29 The initial target was a 15% increase in number of listed companies between 2006–2011. Source: World Bank. Global 

Financial Development Database. 
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which had issued local currency bonds; the issuance of new products such as sharia-based 
investment products and exchange traded funds; the increase in insurance company assets from 
2.8% of GDP in 2006 to 3.8% in 201230 with the 2% gross premium to GDP target reached in 
2013;31 and the increase in pension fund assets by a compound annual growth rate of 12.7% 
during 2007–2012 compared with growth target of 5%–7% during the same period.32  
 

Table 2: Spreads of Government Bonds, 2006–2016 

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

2.6 6.4 3.7 4.0 4.8 5.0 5.9 7.6 6.0 9.2 5.2 
Source: AsianBondsOnline 

 
44. There were two important areas where progress has not met expectations: corporate 
bonds outstanding represented 2.2% of GDP in 2012 compared with the 5% target despite a 
300% increase in corporate bonds outstanding (albeit from a low base) during the period;33 and 
stock trading to market capitalization declined from 36% in 2006 to 23% in 201234 compared 
with a 5%–7% annual growth target, despite a 250% increase in value of traded shares during 
the period.35  
 

 
 
45. To enhance market surveillance and investor protection, which was objective (iii), the 
actions in the program contributed to the establishment of the unified regulator OJK in 2013 
and the introduction of the Securities Investment Protection Fund in 2013. The CMDPC also 
supported the establishment of risk-based supervision for insurance companies and pension 
funds. Two outputs in the DMF—the consolidation of the insurance industry and Indonesia’s 
participation in the ASEAN trading board36—were not achieved, although the number of 
insurance companies has declined from 157 in 2005 to 137 in 2015, a 13% reduction (compared 
with the 20%–25% target). Another key indicator in the DMF—anti-money laundering regime 

                                            
30 World Bank Global Financial Development Database. 
31 KPMG. April 2016. Insurance in Indonesia: Opportunities in a Dynamic Market. Indonesia. 
32 Appendix 5 presents details of other capital market indicators for the period 2006–2016. 
33 ADB’s AsianBondsOnline (for corporate bond data) and Key Indicators for Asia and Pacific (for GDP data). 
34 World Bank Global Financial Development Database. 
35 Indonesia Stocks Exchange Statistics, various issues. 
36 Given the development issues with the ASEAN trading board, the non-achievement of this indicator is not as critical 

as the indicator for insurance industry consolidation. 

Box 4: Capital Markets and Infrastructure Financing 
 
Indonesia has large infrastructure requirements and it partially opened infrastructure projects to private 
sector participation with Presidential Regulation 13/2010 providing the framework for public–private 
partnerships (PPPs). One of CMDPC policy actions was the establishment of two or three infrastructure 
financing facilities to support infrastructure investment. 
 
The PT Sarana Multi Infrastruktur (SMI) was established to provide advisory services and funding for 
infrastructure projects. The Indonesia Infrastructure Finance (IIF) was established to raise loans in the 
domestic market to provide funding for PPP projects. The Indonesia Infrastructure Guarantee Fund (IIGF) 
was established to provide mainly political risk guarantees for PPP projects. 
 
Both SMI and IIF have issued local currency bonds thus contributing to the development of domestic 
bond markets. The funds raised in the domestic markets enable SMI and IIF clients, most of which do 
not have the credit standing to issue local currency bonds, to secure long-term financing for 
infrastructure projects. The IIGF enables project proponents to mitigate certain public sector related risks, 
such as the inability of local governments to pay for contracted infrastructure services. 
 
Source: Asian Development Bank Independent Evaluation Department. 
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strengthened as of 2009—was not achieved. In June 2012, the Financial Action Task Force 
warned that Indonesia had not made sufficient progress in addressing anti-money laundering 
and combating financing of terrorism due to an incomplete legislative framework.37 
 
46. In the area of stronger governance and human resource capacity, which was objective 
(iv), the CMDPC contributed to two DMF outputs: the establishment of the Capital Market 
Institute and the setting up of a user-friendly website which is now available through OJK. In 
addition, the CMDPC supported the establishment of the Financial System Stability Forum38, the 
issuance of rules governing certain participants in the mutual fund industry, and the 
establishment of an internal compliance bureau in Bapepam-LK. However, the increase in 
budgetary allocation for capacity building could not be verified. 

 

47. Of the two outcomes in the DMF, one was achieved and the other was not. Market 
capitalization in rupiah increased by more than 200% during 2006–2012, exceeding the 50% 
revised target (but staying small relative to GDP). The number of individual holders of market 
securities increased by 31% from 2007–2012, compared to a target of 100% increase, though 
the target was eventually reached in 2015. This evaluation notes the 136% growth in the number 
of individual holder of securities from end-2015 to July 2017.39 Nonetheless, diversity of investor 
profile is also important—the market maker liquidity surveys of AsianBondsOnline showed that 
the diversity of the investor profile—one of eight structural areas covered by surveys—has 
become a more important constraint in 2016 than in 2007 in both the government and corporate 
bond markets (Box 5).  
 
48. On balance, the evaluation assesses the CMDPC effective. The program supported the 
development of the market infrastructure and the government securities market, providing 
important building blocks for the development of capital markets. On the supply side, the 
program contributed to the increase in instruments and issuers. On the demand side, the 
program contributed to the growth of assets of the insurance sector and pension funds.  
 

C. Efficiency 
 
49. Efficiency was assessed based mainly on the timeliness of program preparation and 
implementation. The program design built on previous ADB engagements in capital market 
development. The actions were completed within the January 2006 to December 2010 timeframe 
of the program. The CMDPC was efficient from the process perspective.  
 
 
 

                                            
37 International Monetary Fund. 2012. Article IV Report. 
38 The Financial System Stability Forum (FSSF) was a venue for coordination, cooperation and information exchange 

among the authorities responsible for safeguarding financial system stability in Indonesia. This forum had a crucial 
role, particularly in addressing systemic risk that can only be resolved through joint policies and decisions followed by 
coordinated, effective actions. The FSSF was established on 30 December 2005 under a Joint Decree of the Minister of 
Finance, Governor of Bank Indonesia, and Chair of the Board of Commissioners of the Indonesia Deposit Insurance 
Corporation. Law No. 9 2016 on prevention and resolution of financial crises was ratified on 15 April 2016, which 
mandates the formation of the Financial System Stability Committee in order to prevent and to deal with financial 
system crises. The committee is composed of the finance minister as coordinator and the governor of Bank Indonesia, 
the chair of the OJK, and the chair of the Indonesia Deposit Insurance Corporation as members. 

39 http://www.ksei.co.id/files/uploads/press_releases/press_file/idid/135_berita_pers_ksei_terus_upayakan_kemudahaan 
    _pembukaan_rekening_investasi_20170816154208.pdf 
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Box 5: Importance of Initiatives to Improve Market Liquidity 

The AsianBondsOnline local currency Bond Market Liquidity Survey asked market makers to make 
qualitative judgments on the importance of specific initiatives that could improve liquidity in local 
currency bond markets. Respondents were asked to rate each initiative as "very important (4)", 
"important (3)", "somewhat important (2)", not important (1)", and "don't know (0)". The closer the 
average is to 4, the higher the significance attached to the initiative fostering improvements to overall 
liquidity. 
 
The results of the surveys over 2008–2016 indicate that initiatives to improve the diversity of investors 
and increase transparency continued to be important to market makers. In 2016, addressing these 
two constraints among eight constraints was ranked the highest in terms of importance (see figures 
below). 
 

Market Liquidity Structural Issues 

 

Source: Asian Development Bank AsianBondsOnline. 
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D. Sustainability 
 
50. Sustainability was assessed based on continued government commitment and other 
stakeholder support as well as the institutional capacity to maintain the reforms instituted 
through the program. The FSAP, 2017 scorecard on the implementation of the FSAP, 2010 capital 
market related recommendations indicates that the government has sustained reform efforts. 
The new institutions that were established with support from the CMDPC—the Bond Pricing 
Agency, the Investor Protection Fund, and the infrastructure financing companies—are 
operational. There has been continued progress in areas such as the issuance of benchmark 
government securities and the sustained use of newly introduced products such as Islamic 
finance. The government produced an updated capital market development plan covering the 
period 2010–2014. This was followed by the issuance of the Indonesian Financial Services Sector 
Master Plan 2015–2019.  
 
51. Two ADB policy-based loans40 helped increase the sustainability of the CMDPC results as 
well as implement some recommendations from the FSAP, 2010. The Indonesia Financial Market 
Development and Integration Program in 2012 was expected to support the continued 
enhancement of Bapepam-LK supervisory capabilities, development of the Capital Markets 
Institute, sufficiency of budget resources for staff training, deepening of the primary and 
secondary government securities market, improvements in the quality and transparency of 
financial information, strengthening of investor protection, and increased participation in 
pension funds. Subprogram 1 of the Indonesia Financial Market Development and Inclusion 
Program in 2015 included various measures to support the development of the insurance and 
pension fund sectors, the Islamic capital market, and municipal bonds. The program was also 
expected to ensure appropriate budget allocation to OJK. ADB provided a loan and an investment 
to support the establishment of the Indonesia Infrastructure Financing Facility, one of the CMDPC 
policy actions. In addition, ADB approved the TA on Enhancing Financial Sector Governance, Risk 
Management, and Depth41 in 2013 and the TA on Strengthening the Local Government Bond 
Market42 in 2014 which would support the first municipal bond issuance. These loans and 
programs sustained dialogue between ADB and the authorities on capital market development 
issues. 
 
52. The FSAP, 2017 provided a stock-taking of capital markets and recommendations for 
their further development, and is currently the main analytical work supporting capital market 
development.43 There are signs that the authorities are moving forward with the implementation 
of the FSAP recommendations, e.g., OJK has requested support under the Japan-ASEAN Financial 
Technical Assistance fund for the preparation of the Bond Market Deepening Roadmap. In 
addition, the World Bank Indonesia country partnership framework FY2016–FY2020 includes 
support for capital market development, especially in the area of infrastructure finance. With the 
above assessment, the evaluation views the program’s achieved results likely sustainable. 

 

                                            
40 The World Bank also approved the Financial Sector and Investment Climate Reform and Modernization Development 

Policy Loan in 2012 which included a component on enhancing soundness and capacity of the insurance sector. 
41 ADB. 2013. Technical Assistance to Indonesia for Enhancing Financial Sector Governance, Risk Management, and 

Depth. Manila. 
42 ADB. 2014. Technical Assistance to Indonesia for Strengthening the Local Government Bond Market. Manila. 
43 World Bank. 2016. The World Bank Group’s Support to Capital Market Development. Independent Evaluation Group. 

Washington D.C. 



 

 

CHAPTER 4 

Other Assessments 
 
 
 

A. Development Impacts 
 

53. Overall, CMDPC’s development impacts are considered less than satisfactory given the 
non-achievement of the DMF target for expected impact. The nonbank financial sector share of 
financial sector assets has remained at about 24% during 2012–2016, below the DMF target of 
25%–28% by 2012 (Table 3). As important, corporate bonds outstanding as a percentage of GDP 
has not experienced the growth expected in the CMDPC, increasing from 1.8% in 2006 to only 
2.5% in 2015. In addition, the performance of Indonesia’s capital market development lags 
behind its peer countries in several indicators (Tables 4 and 5).  
 

Table 3: Share of Nonbank Financial Institutions in Total Financial System Assets (2016) 
Countries Share (%) 
Indonesia 24.0 
Malaysia 49.3 

Philippines 18.9 
Thailand 30.0 

Sources: World Bank Global Financial Development Database; Bank Indonesia; 
websites of central banks of Malaysia, the Philippines, and Thailand. 

 
Table 4: Comparative Data of Peer Countries 

Indicator INO MAL PHI THA 
Corporate LCY Bond % of GDP (end-2016) 2.5 43.4 6.2 21.2 
Market Capitalization % of GDP (end 2015) 41.0 129.3 81.7 88.3 
Government LCY Bond Turnover Ratio (2016) 55.0% 38.5% na 69.3% 
Corporate LCY Bond Turnover Ratio (2016) 20.5% 8.0% na 10.0% 
Stocks Traded, Turnover Ratio of Domestic Shares (2016) 22.4% 26.9% 14.5% 81.0% 

GDP = gross domestic product, INO = Indonesia, LCY = local currency, MAL = Malaysia, na = not available, PHI = 
Philippines, THA = Thailand. 
Sources: Asian Development Bank. AsianBondsOnline; World Bank Global Financial Development Database; Bank 
Indonesia; websites of Central Banks of Malaysia, the Philippines, and Thailand. 
 

54. On a positive note, the legal and regulatory framework as well as the market 
infrastructure are in place, though there is room for improvement. The supervisory structure has 
undergone a major change with the establishment of OJK. New institutions were established 
with the support of the CMDPC and are operational (para. 50). The challenge is to build on this 
institutional foundation and to address specific constraints in areas of weaknesses, which are 
identified in various studies such as McKinsey’s comparative capital market development ranking 
of selected Asian countries as shown in Table 5 (footnote 27) and the FSAP, 2017.   
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Table 5: Southeast Asian Capital Markets Development Index 
Capital Market Development Index and Components SIN MAL THA PHI INO VIE 
Capital Markets Development Index (Composite) 3.40 3.25 2.80 2.25 2.20 1.20 
Funding at Scale 

Financial Depth of Primary Market 3 3 3 2 2 1 
Availability of Long-Term Debt  4 4 3 3 1 1 
Availability and Stability of Foreign Investment 4 3 2 3 5 3 
Competitiveness of Cost of Capital 

      

  Real Cost of Equity 4 5 3 1 4 1 
  Real Cost of Debt  3 3 3 3 2 1 

Investment Opportunities 
Availability of Investment Opportunities Across 
Asset Classes  

4 4 3 2 1 1 

Appropriate Risk-Adjusted Returns 0.76 0.60 1.13 1.38 0.88 0.72 
Market Information 

Quality of Pricing Information 0.170 0.191 0.185 0.185 0.131 0.224 
Scoring for each component: 
 Financial Depth of Primary Market: 1 = very shallow; 2 = shallow; 3 = moderate; 4 = deep; 5 = very deep 
 Availability of Long Term Debt: 1 = very shallow; 2 = shallow, short term oriented; 3 = shallow, long-term oriented; 

4 = deep, short-term oriented; 5 = deep, long-term oriented 
 Availability and Stability of Foreign Investment: 1 = closed; 2 = local investor oriented, unpredictable; 3 = local investor 

oriented, predictable; 4 = foreign investor oriented, unpredictable; 5 = foreign investor oriented, predictable 
 Competitiveness of Cost of Capital: (i) Real Cost of Equity: 1 = high; 5 = low; and (ii) Real Cost of Debt (1 = high; 5 = 

low) 
 Availability of Investment Opportunities Across Asset Classes: 1 = very shallow; 2 = shallow; 3 = moderate; 4 = deep; 

5 = very deep; (>0) = weak; <0.0 = very weak 
 Appropriate Risk-Adjusted Returns: >2 = excellent (not applicable for any markets analyzed; >1.20 = very strong; 

>0.80 = strong  
 Quality of Pricing Information: <0.090 = highly efficient; <0.130 = efficient; (<0.170) = moderate; <0.210 = 

inefficient; >0.210 = highly inefficient 
Capital market development index = Total score out of 5 (5 = very deep capital market, 1 = very shallow capital market). 
Source: McKinsey. 2017. Deepening Capital Markets in Emerging Economies. 

 

B. Performance of the Borrower and Executing Agency 
 
55. The borrower was able to deliver a complex program that required coordination among 
several government agencies and offices. The borrower issued the CMMP, 2005–2009 which 
contributed to the preparation and design of the program. Given the sizeable amount of the 
loan and the financing needs of the government, the program received high level support. The 
borrower complied with loan covenants and requirements. As important, the borrower sustained 
the main reforms, aided by the PPMF; the Capital Market and Nonbank Financial Industry Master 
Plan, 2010–2014; and support from the World Bank and ADB loans.  
 
56. Notable achievements after the completion of the program included the major 
restructuring of the capital market regulatory institutions into a unified regulatory office, the 
operationalization of institutions established by the program such as the Bond Pricing Agency 
and the Investor Protection Fund, the utilization of capital markets to finance infrastructure needs 
with the bond issuance by two infrastructure financing companies, and the issuance of sharia 
compliant government bonds. The performance of the borrower and executing agency is 
assessed satisfactory. 
 

C. Performance of the Asian Development Bank 
 
57. The program was developed to address major development challenges and support 
government strategies and programs. However, as noted above, there were design weaknesses. 
ADB monitoring and supervision of the program was adequate, and the adjustments made to 
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some of the indicative subprogram 2 prior actions were generally appropriate. Self-evaluations 
were candid in the assessments of the related TA projects (paras. 21–24). 
 
58. The development of a PPMF was an important innovation and instrument to ensure 
sustained implementation of the initiatives supported in the CMDPC. The PPMF recognized that 
deepening capital markets is a long-term undertaking which requires coordinated actions from 
multiple market participants. The PPMF also provided an instrument for continued dialogue 
between the government and ADB, and was an input to the design of the Financial Market 
Development and Integration Program in 2012. The use of TA (Strengthening Indonesia’s Capital 
Market Project) to support the implementation of the PPMF was also helpful. However, the 
framework lacked a results-focus which would have identified areas where more attention was 
needed or where the program has not had its desired outcome. The framework could have 
included more feedback from market participants and other stakeholders. 

 

59. The performance of ADB is considered satisfactory overall. 
 

 
 



 

 

CHAPTER 5 

Overall Assessment, Lessons, 
and Follow-up Actions 

 
 
 
60. The evaluation finds a number of useful lessons from the program design and 
implementation. It also concludes with a set of follow-up actions suggested to further improve 
economic and structural reforms in the country, to which the program has earlier contributed. 
 

A. Overall Assessment44 
 

61. Based on a desk review and on-the-ground assessment, the evaluation considers the 
CMDPC successful overall. While there were design weaknesses, including lack of realism in the 
results framework, the program is viewed to be relevant with respect to the country’s 
development challenges, the government’s programs, and ADB’s country and corporate 
strategies. The program is assessed as effective given its contributions to the achievement of 
various results as defined in the DMF. The program was efficient in completing the program on 
time. The implementation of the FSAP, 2010 recommendations and updating of government 
capital market plans indicate sustained commitment to reforms, the importance placed by the 
government on the FSAP, 2017 recommendations, and the use of the PPMF and continued 
support from ADB (as well as the World Bank) in the form of loans and TA make the achieved 
outcome and outputs likely sustainable. Among the non-core criteria, development impacts are 
viewed to be less than satisfactory while the performance of the borrower and executing agency 
as well as of ADB were satisfactory.  
 

B. Issues 
 

62. There are some key issues that are risks to the sustainability of capital market reforms 
supported by the CMDPC.  
 
63.  The continued shallowness of capital markets a decade after the CMDPC requires an 
assessment of the effectiveness of ADB’s long-term support to the sector. Despite two more 
program loans from ADB, the share of nonbank financial sector assets to total financial sector 
assets did not grow during 2012–2016. The corporate bond market in 2016 had not met the 
CMDPC target for 2012.  In addition, Indonesia continues to lag its peer countries in several 
capital market indicators. ADB needs to review the reasons for the lack of results in several key 
areas in its long term-engagement in capital market development.  
 
64. If ADB continues with its capital market support, it should develop a road map for reform 
and prioritize its support to selected areas. There are two areas that could be considered. First, 
deepening the corporate bond market would help address a infrastructure financing gap that 
has resulted in forgone growth valued at an estimated 1% of GDP. Second, regarding social 

                                            
44 The overall assessment considered ratings for the core evaluation criteria: (i) relevance, (ii) effectiveness, (iii) efficiency, 

and (iv) sustainability. 
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security reform, there are opportunities to deepen financial markets by widening the spectrum 
of investment opportunities.  
  
65. Given ADB’s long-term engagement in SOEs in Indonesia, future SOE support could 
include following up on the use of the capital market for privatization. While one of the policy 
actions was the development of a pipeline of candidate SOEs for privatization, there has not been 
significant progress in privatization, athough 20 out of the 119 SOEs are listed in the stock 
exchange and in 2014 accounted for about 26% of market capitalization. Listing or privatizing 
SOEs would broaden and deepen the capital market by increasing issuer demand and 
participation. However, as noted in the FSAP, 2017 there should be a review of regulations that 
give preference to SOE financial instruments, such as requirements for nonbank financial 
institutions to invest in SOEs, which would result in an uneven playing field and crowding out 
the private sector. In fact, at present, there are concerns on SOEs crowding out the private sector 
(footnote 21). As of June 2017, there were 12 SOEs listed accounting for about 52% of the total 
outstanding local currency bonds issued by the top 30 issuers.45 
  

C. Lessons 
 
66. This report identifies four lessons drawn from the CMDPC experience. 
 
67. The post-program monitoring framework (PPMF) is a useful instrument in helping ensure 
the sustainability of reforms and providing a basis for continued ADB dialogue and support. The 
PPMF was a useful input to the design of the ADB policy-based loan supporting the Financial 
Market Development and Integration Program in 2012. It is also a good practice for ADB to 
support a post-monitoring program with technical assistance. However, the PPMF should 
monitor not only actions and outputs but also outcomes. 
 
68. The coverage of accompanying TA to support implementation of the reforms should 
match the scope and complexity of the program. The $1.5 million TA project was aimed at 
supporting the continuation of the reforms beyond the CMDPC, including the policy measures in 
the PPMF. The other TA project amounting to $1.2 million TA projet, with limited components, 
supported the implementation of a $600 million loan program with 93 policy actions to be 
completed by several government agencies. It is unclear whether additional budgetary resources 
were provided for program implementation; future programs may want to ensure appropriate 
resources for implementation. 
 
69. Program design should be focused and selective, with a limited number of policy actions 
to ensure effective implementation and monitoring. The CMDPC supported a complex program 
with 93 policy actions (46 for subprogram 1 and 47 for subprogram 2). Limiting the number of 
policy actions in a program is consistent with the IED recommendations in the evaluation of ADB 
assistance to capital market development in 2008.46  
 
70. The long-term nature of capital market development requires a road map47 with clear 
sequencing and prioritization of reforms as well intermediate and long-term outcomes, with 

                                            
45 ADB. 2017. Asia Bond Monitor, June 2017. Manila. The top 30 issuers accounted for about 75% of total local currency 

corporate bonds. 
46 ADB. 2008. Special Evaluation Study on ADB Assistance for Domestic Capital Market Development. Manila. The 

Southeast Asia Regional Department’s approach since 2010 involves the reduction in the number of total actions to 
between 12 and 20 actions per subprogram; distinction between expected prior actions (triggers) and policy 
milestones (expected actions are disbursement actions while milestones help strengthen the program); and inclusion 
of a program impact assessment as a supplementary linked document. 

47 In the ongoing Financial Market Development and Inclusion Program, ADB has supported the newly-established 
integrated financial services regulator (OJK) to formulate and implement an integrated financial sector strategy and 
action plan covering banking and non-bank institutions. 
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periodic updating. A longer term and flexible framework for reforms, supported by a timely 
monitoring and evaluation system, would provide a context for the phasing of reforms and 
identifying the content of specific programs which typically cover 3–5 year periods.  
 

D. Follow-up Actions 
 

71. Going forward, the PCR recommended close monitoring of progress of the capital market 
reforms, including of the outputs achieved under the CMDPC, as well as of progress on reform 
activities included in the post-program monitoring framework. The PCR also recommended that 
the momentum of reform be sustained under the next finance sector program cluster and TA 
projects and that ADB reinvest in the government’s financial inclusion agenda.  
 
72. Based on the evaluation findings, five follow-up actions are proposed to ADB. 

 

73. Consider providing more focused support with deeper engagement in selected areas, 
and using TA. Future support could build on the FSAP, although there may be a need for specific 
studies such as analytical work to identify the underlying reasons for slow progress in several 
areas, e.g., pension funds and equity market liquidity.  

 

74. Strengthen the results framework of future programs (if any) by designing measurable 
results indicators covering medium- and longer-term periods and developing a monitoring and 
evaluation system. The monitoring system could include regular systematic feedback from market 
participants through surveys or structured interviews. 

 

75. In designing DMFs, ensure there are strong links between policy actions and outcomes 
(or intermediate outcomes) and improve the realism of targets. The results of CMDPC actions, 
such as the establishment of infrastructure financing facilities to increase the issuance of 
corporate bonds, are longer-term in nature, yet the DMF included a target equivalent to 
increasing corporate bonds outstanding to 5% of GDP, equivalent to a 700% increase over a 6-
year period. 
 
76. Consider more Private Sector Operations Department engagement in the capital market, 
including the development of instruments to support infrastructure and SME financing.  While 
this evaluation notes the nonsovereign investment in the Indonesian Infrastructure Financing 
Facility, there may be more opportunities for nonsovereign operations supporting capital market 
development and nonbank financial sector growth. 
 
77. Ensure that program costs are adequately funded. In a policy-based loan, the 
government budget should provide resources for program implementation. One way of ensuring 
this is to include allocations from the budget for program costs as a policy action, as the CMDPC 
did for capacity building.48 

                                            
48 The feedback from the Government is that budget allocations at that time may have been used more efficiently without 

need for additional budget support for capacity building. However, this evaluation is not able to verify this. 
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Ministry of Finance 
Isa Rachmatarwata 
Advisor to the Minister of Finance for Financial Services and Capital Market Policy and Regulation 
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Director of Loans and Grants 
Directorate General of Budget Financing and Risk Management 
 
Deni Ridwan 
Deputy Director for Financial System Stability 
Fiscal Policy Agency 
Center for Financial Sector Policy 
 
Boby Wahyu Hernawan 
Head of Division, Financial Industry Development Policy 
Fiscal Policy Agency 
Center for Financial Sector Policy 
 
Bank Indonesia 
Kurniawan Agung 
Deputy Director 
Macroprudential Policy Department 
 
Wiwit Widyastuti 
Deputy Director 
Investor Relations Unit 
International Department 
 
Apsari Anindita Nugroho Putri 
Assistant Manager 
Macroprudential Policy Department 
 
Ibu Anita 
Manager 
Macroprudential Policy Department 
 
Otoritas Jasa Keuangan 
Gonthor Ryantori Aziz 
Head of Department, Capital Market Supervision 1A 
 
Retno Ici 
Advisor, Strategic Support to Commissioner Board 
Capital Market International Relation and Cooperation 
 
Atam Mustofa 
Head of Sub-division of Investment Management Enforcement III 
 
Erni Juwita 
Head of Sub-division for Non-Manufacturing Firms Accounting Review  
 
 



26 Appendix 1 

 

 

Novel Fernando 
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Michael Lukman 
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Stephen Schuster 
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Senior Country Specialist 
 
Rabin Hattari 
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APPENDIX 2: POLICY ACTIONS 
 

Table A2.1: Policy Matrix–Subprogram 1 
Purpose Actions Under Subprogram 1 

(1 January 2006–September 2007) 
(1) Enhancing Information Disclosure and Improving Price Discovery 
1.1 Strengthen price information 
disclosure and enhance market 
valuation of fixed-income 
instruments 

1.1.1 Bapepam-LKa 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 (Accomplished) 

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 (Accomplished) 

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) (Accomplished) 

(2) Promoting Deeper and More Liquid Capital Markets 
2.1 Develop government 
bond market 

2.1.1. Ministry of Finance (MOF), Bank Indonesia and self-regulatory organizations to formalize establishment of inter-
agency committee to improve coordination for development of the government bond market (Accomplished) 

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 (Accomplished) 
 
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 (Accomplished) 
 
2.2.3 Debt Management Office (DMO), 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 (Accomplished) 
 
2.2.4 DMO to issue T-bills of 12 months maturity to initiate the development of the short-term government debt 
market (Accomplished) 
 
2.2.5 Ministry of State-Owned Enterprises (MSOE) to develop a pipeline of candidate SOEs for privatization in 
accordance with the privatization strategy (Accomplished) 
 
2.2.6 DMO to establish system of primary dealership with underwriting and market making responsibilities in 
government debt securities (Accomplished) 

2.3 Improve overall market access, 
and reduce transaction costs 

2.3.2 Bapepam-LK to require Jakarta Stock Exchange (JSX) to implement screen-based remote trading system 
(Accomplished) 

2.4 Develop new market products 
including hedging instruments 

2.4.1 DMO to issue retail bonds (Accomplished) 
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2.4.2 Bapepam-LK to issue rules to enable the establishment of exchange traded funds (Accomplished) 
 
2.4.3 MOF to issue decree and Bapepam-LK to issue rules to facilitate the issuance of municipal bonds (Accomplished) 
 
2.4.4 MOF to prepare draft bill to enable government to issue sukuk (sharia-compliant bonds) (Accomplished) 
 
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 (Accomplished) 
 
2.4.6 Bapepam-LK to submit draft amendments to Presidential Regulation 19/2005 to the minister of finance to 
enable Secondary Mortgage Corporation 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 (Accomplished) 
 
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 (Accomplished) 
 
2.4.8 Bapepam-LK to provide technical support to the Indonesian Accounting Association (IAA) to adopt accounting 
standards for the application of sharia principles in sharia-based capital market (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 (Accomplished) 
 
2.5.2 Bapepam-LK to prepare draft amendments to the Insurance Law to strengthen the legal basis for sharia-based 
operations (Accomplished) 
 
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 (Accomplished) 

2.6 Strengthen stock exchange 
governance 

2.6.1 Merger of JSX and Surabaya Stock Exchange to be approved by Bapepam-LK and exchange shareholders 
(Accomplished) 
 
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 (Accomplished) 
 
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 (Accomplished) 

2.7 Promote more conducive tax 
environment for capital markets 
development 

2.7.1 MOF to facilitate parliamentary discussion on provisions in draft amendments to tax laws to allow for more 
conducive tax environment for capital market development including (i) suspension or elimination of value-added tax 
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on transfer of assets from originator to a special-purpose vehicle for securitization purposes, and (ii) elimination of 
double taxation on repurchase agreements (Accomplished) 
 
2.7.2 The Tax Directorate Generat 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 (Accomplished) 

(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 (Accomplished) 
 
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 (International Organization of Securities Commissions [IOSCO], 
International Association of Insurance Supervisors, and Organisation for Economic Co-operation and Development). 
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. (Accomplished) 
 
The draft amendments to the Capital Market Law should also include (i) power to obtain information on beneficial 
ownership, and (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 
(Accomplished) 

3.2 Promote International 
Cooperation 

3.2.1 Bapepam-LK to continue to enter into further bilateral memoranda of understanding (MOUs) with foreign 
securities regulators to strengthen information sharing (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 (Accomplished) 

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 
(Accomplished) 

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 (Accomplished) 
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3.5 Strengthen investor protection 3.5.1 Bapepam-LK to conduct a feasibility study on creating a securities market investor protection fund 
(Accomplished) 
 
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 (Accomplished) 
 
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 (Accomplished) 
 
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 securities company (Accomplished) 

(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 Financial System Stability Forum through a joint decree and to 
commence operations (Accomplished) 

4.2 Strengthen the anti-money- 
laundering regime 

4.2.1 Center for Financial Transaction Analysis and Reporting, Indonesian Financial Transaction Reports and Analysis 
Centre (PPATK) to develop a systematic approach to addressing anti-money-laundering issues (Accomplished) 
 
4.2.2 Bapepam-LK to strengthen know-your-customer rules for nonbank financial institutions (Accomplished) 

4.3 Strengthen actuarial 
Profession 

4.3.1 Bapepam-LK to support Society of Actuaries of Indonesia (PAI) in pursuing programs to strengthen the 
insurance industry (Accomplished) 

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 (Accomplished) 
 
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 (Accomplished) 
 
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 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 (Accomplished) 

a Bapepam-LK was the statutory regulator of the capital market and nonblank financial institutions under the Ministry of Finance and any successor agencies.  
Sources: Policy matrices in reports and recommendation of the President for subprograms 1 and 2; program completion report.
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Table A2.2: Policy Matrix–Subprogram 2 and Post-Program Monitoring Framework 
Purpose Original indicative actions under Subprogram 2a 

(October 2007–August 2009) 
Post-Program Monitoring Frameworkb 

(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 monitor progress toward real time price 
information (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 the Bond Pricing Agency (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 Enhance market valuation 
of fixed-income 
instruments 

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

 

1.3 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 
(Accomplished) 

Bapepam-LK to monitor ongoing compliance 

(2) Promoting Deeper and More Liquid Capital Markets 
2.1 Develop government bond 
market 

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

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, and 
minimum transactional contract standards and initiate 
introduction of Global Master Repurchase Agreement 
(GMRA) 

2.2 Improve market liquidity Bapepam-LK in coordination with Bank Indonesia to 
address issues constraining wider adoption of the master 
agreement for repurchase transactions (Accomplished) 
 
Debt Management Office (DMO) and Bank Indonesia to 
develop a centralized securities borrowing and lending 
program for government bonds (Accomplished) 
 
Bapepam-LK to issue revised rules on short selling and 
margin trading (Not included in the updated policy matrix 
in the report and recommendation of the President to the 
Board [RRP] for subprogram 2) 
 

Bank Indonesia in coordination with Bapepam-LK, Directorate 
General Debt Management (DG DM), the Tax Directorate 
General (DG Tax), and market players will formulate and 
finalize a comprehensive repurchase agreement addressing:  
(a) taxation, risk exposure, dispute minimizing, etc.;  
(b) compatibility issues of the current Master Repurchase 
Agreement to GMRA utilizing international best practices, as 
appropriate, the Indonesian annexes. The review will lead to 
a finalized repurchase agreement for all transactions 
involving market participants. Bank Indonesia will: 
(a) advocate the adoption of the finalized repurchase 
agreement by banks for all repurchase agreement related 
transactions; and 
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(October 2007–August 2009) 

Post-Program Monitoring Frameworkb 
(September 2009–June  2011) 

 
DMO to provide quarterly updates to an annual auction 
calendar to market participants to provide clarity on 
issuance expectations (Accomplished) 
 
 
DMO to progress issuance of short-term T-bills down to 1 
month maturity (Accomplished) 
 
 
Minstry of State-Owned Enterprises to conduct initial 
public officerings for selected state-owned enterprises 
(Not included in the updated policy matrix in the RRP for 
Subprogram 2) 
 
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 
(Not included in the updated policy matrix in the RRP for 
subprogram 2) 
 
 
DMO to take measures to extend the scope of two-way 
quotations and to reduce the bid and offer spread (Not 
included in the updated policy matrix in the RRP for 
subprogram 2) 

(b) consider the finalized repurchase agreement for its 
repurchase agreement related transactions 
 
Monitor short selling and applicable rules to ensure 
continuing support for market development 
 
Bank Indonesia to finalize formulation of request for 
proposal for BI-S4 along with functional specifications for BI-
S4. 
 
DG DM to update the quarterly calendar on a more frequent 
basis as appropriate. 
 
DG DM in coordination with Bank Indonesia, appropriately 
replace SBIs with T-bills (with increased range of maturities) 
to promote liquid short-term Government securities market 

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 (Not included in the updated policy matrix in 
the RRP for subprogram 2) 
 
 
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 (Accomplished) 
 

Bank Indonesia 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 
 
Bank Indonesia and Bapepam-LK to plan an appropriate 
platform to allow nonbank financial institutions (NBFIs) direct 
access to the Bank Indonesia repurchase agreement window, 
in particular, during a crisis, through revision of its Act and 
regulations, providing these NBFIs meet Bank Indonesia 
prudential standards 
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(October 2007–August 2009) 

Post-Program Monitoring Frameworkb 
(September 2009–June  2011) 

DMO in association with Bapepam-LK to request Bank 
Indonesia to allow nonbank primary dealers to participate 
in Bank Indonesia’s repurchasing window (Accomplished) 
 
 
Bapepam-LK to improve the clearing and settlement 
infrastructure by requiring continuous net settlement (Not 
included in the updated policy matrix in the RRP for 
subprogram 2) 

2.4 Develop new market 
products including hedging 
instruments 

Bapepam-LK to require Exchange to issue listing rules for 
exchange traded funds (ETFs) (Accomplished) 
 
Bapepam-LK to issue rules to enable the establishment of 
real estate investment trusts (Accomplished) 
 
 
MOF to monitor development of local government 
(municipal) bond markets (Not included in the updated 
policy matrix in the RRP for subprogram 2) 
 
 
Sukuk to be issued by the government (Accomplished) 
 
 
Bapepam-LK to support the issuance of new sharia 
compliant products (Accomplished) 
 
 
Bapepam-LK to support development of appropriate 
accounting standards by Indonesian Accounting 
Association to facilitate development of asset-backed 
securities market (Accomplished) 
 
New action: Amend Presidential decree 61/1998 to enable 
establishment of infrastructure financing companies 
(Accomplished) 
 
Bapepam-LK to require Jakarta Stock Exchange (JSX) to 
prepare and submit for approval rules and regulation for 

Indonesia Stock Exchange (IDX) to expand offerings of ETFs 
in line with market demand  
 
The Ministry of Finance (MOF) to address tax issues affecting 
real estate investment trusts by supporting Parliamentary 
discussion and resolution of these issues through regulatory 
reforms 
 
Government to continue to support development of 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 sharia- 
compliant products 
 
Secondary Mortgage Corporation in cooperation with 
Bapepam-LK to develop the mortgage credit insurance based 
on relevant studies 
 
Develop competing infrastructure financing companies to 
facilitate development of infrastructure 
 
Bapepam-LK to approve revised rules to allow trading of 
stock options and index-based futures 
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issuance and trading of stock options and index based 
options (Accomplished) 
 
New action: Progressively adopt International Financial 
Reporting Standards (IFRS) (Accomplished) 
 
DMO to coordinate with JSX to develop bond index 
futures contracts (Accomplished) 

Indonesian Accounting Association (IAA) in consultation with 
Bapepam-LK to finalize and adopt sharia accounting 
standards for selected instruments 
 
Bapepam-LK in coordination with IAA to progress towards 
full compliance with IFRS 

2.5 Enhance performance of 
contractual savings industry 

Bapepam-LK to allow insurance companies to have 
diversified services portfolios (Not included in the updated 
policy matrix in the RRP for subprogram 2) 
 
Bapepam-LK to undertake study on the possibility of 
liberalizing restrictions on investments by contractual 
savings institutions, including criteria for investments in 
foreign assets (Not included in the updated policy matrix 
in the RRP for subprogram 2) 
 
 
MOF to submit bill to Parliament to strengthen the legal 
basis for sharia-based operations (Not included in the 
updated policy matrix in the RRP for Subprogram 2) 

Bapepam-LK to develop ministerial decree establishing fit and 
proper test for pension fund administrators 
 
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 

2.6 Strengthen stock 
exchange governance 

Bapepam-LK to: (i) monitor the implementation of the 
merger agreement between JSX and Surabaya Stock 
Exchange (SSX); (ii) allow merged exchange to implement 
strategy to broaden ownership and strengthen 
governance; (iii) provide a framework for the 
establishment of alternative trading system and electronic 
communication network (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 (Not included in the updated policy 
matrix in the RRP for Subprogram 2) 
 
New action: Issue rules strengthening self-regulatory 
organization’s governance via establishing minimum 
criteria for board of commissioners and board of directors 
(Accomplished) 

Following approval of the Capital Market Law, undertake 
diversification of ownership 
 
Bapepam-LK will promote and license alternative trading 
system/electronic communication network as appropriate 
 
Bapepam-LK will monitor the governance of exchange and 
adopt the minimum criteria for board of commissioners and 
board of directors as appropriate 
 
Indonesian Central Securities Depository (KSEI) to build on 
investor area facility and incorporate individual investor 
identification through unique ID number 
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(September 2009–June  2011) 

 
New action: Enhance market surveillance system 
incorporating investor area facility from KSEI 
(Accomplished) 
 
New action: Exchange to establish and operationalize 
new trading system (Accomplished) 

2.7 Promote more conducive 
tax environment for capital 
markets development 

MOF to submit to parliament amendments to tax laws to 
address tax disincentives in sharia-based products 
(Accomplished) 
 
Government to study and consider full application of 
exempt- exempt- taxable tax treatment for pension funds 
(Accomplished) 
 
 
Government to issue decree to provide tax incentives for 
(a) new listings on stock exchanges, and (b) listed 
companies with a minimum public float of 40% of shares 
(Not included in the updated policy matrix in the RRP for 
subprogram 2) 
 
New action: DG Tax to remove distortions and 
preferential treatment for mutual funds on income 
derived from fixed-income securities (Accomplished) 
 
New action: DG Tax to provide incentives to listed 
companies (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 
(exempt- exempt-taxable) 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 distortions on financial products 
 
Maintain tax incentives for listed firms 

(3) Improving Market Surveillance and Investor Protection  
3.1 Strengthen autonomy, 
accountability, and powers of 
Bapepam-LK 

MOF to implement the regulatory framework that 
enhances Bapepam-LK’s financial autonomy and 
strengthens powers, including powers to recruit from the 
private sector (Accomplished) 
 
Bapepam-LK to strengthen and harmonize administrative 
sanctions across sectors to serve as an effective deterrent 
and to reduce incentives for regulatory arbitrage (Not 
included in the updated policy matrix in the RRP for 
subprogram 2) 
 

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



36 Appendix 2 

 

 

Purpose Original indicative actions under Subprogram 2a 
(October 2007–August 2009) 

Post-Program Monitoring Frameworkb 
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MOF to submit draft amendments to the Capital Market, 
Pension and Insurance Laws to achieve greater 
compliance with international best practices and 
principles (International Organization of Securities 
Commissions [IOSCO], International Association of 
Insurance Supervisors, and Organisation for Economic Co-
operation and Development) to Parliament 
(Accomplished) 
 
New action: Initiate development of Capital Market 
Master Plan (2010–2014) (Accomplished) 

 
 
Bapepam-LK to review and, where appropriate, 
consolidate rules, remove inconsistencies, and post rules 
and subsequent amendments on its website (Not included 
in the updated policy matrix in the RRP for subprogram 2) 

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

3.2 Promote international 
cooperation 

Bapepam-LK to develop and implement IOSCO 
multilateral memorandum of understanding (MOU) action 
plan (Accomplished) 
 
New action: IDX to enter into bilateral MOUs (drafted by 
Indonesia) with five other participating Association of 
Southeast Asian Nations (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 (Accomplished) 

Bapepam-LK to join Schedule A of IOSCO MOU and develop 
and implement related action plan 
 
Bapepam-LK to: (a) circulate code of conduct of its SROs and 
capital market participants to the other securities regulators 
in ASEAN Capital Markets Forum (ACMF), to allow countries 
to better harmonize codes, (b) work towards achieving 
ASEAN Plus standards, (c) incorporate regional integration 
issues in its National Capital Market Master Plan, and (d) 
develop dispute resolution mechanisms and circulate to 
ACMF members 

3.3 Rationalize organizational 
structure of Bapepam-LK 

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, 
appointment of a supervisory board/committee with 
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Post-Program Monitoring Frameworkb 
(September 2009–June  2011) 

audit/risk committee reporting to supervisory 
board/committee, independent auditor) (Not included in 
the updated policy matrix in the RRP for subprogram 2) 

3.4 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 (Accomplished) 
 
Bapepam-LK to implement risk-based supervision of 
pension funds (Accomplished) 
 
New action: Developing monitoring indicators to support 
risk-based supervision of insurance companies 
(Accomplished) 

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 

3.5 Strengthen investor 
protection 

Bapepam-LK and JSX to develop an implementation plan 
for a securities-market investor protection fund 
(Accomplished) 
 
 
MOF to submit amended draft Capital Markets Law to 
Parliament (Accomplished–Completed and socialization 
process initiated) 
 
Bapepam-LK to establish facility to allow for submission, 
monitoring, and addressing of investor complaints 
(Accomplished) 
 
 
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 (Accomplished) 
 
 
Bapepam-LK to: (i) issue rules and guidelines for fund 
managers so they can use the independent valuation 
provided by licensed Bond Pricing Agency; (ii) monitor 
implementation of net asset value calculations and 
disclosure (Accomplished) 
 

Pension Bureau to complete the implementation of risk-
based supervision to the pension industry 
 
Bapepam-LK to build on public complaints management 
system to identify/provide early warning of areas of potential 
concern 
 
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 
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(October 2007–August 2009) 

Post-Program Monitoring Frameworkb 
(September 2009–June  2011) 

(4) Strengthening Governance and Human Resource Capacity  
4.1 Strengthen overall finance 
sector risk management 
though better coordination 

Financial System Stability Forum to develop Indonesian 
financial system architecture and financial sector early 
warning system (Accomplished) 

Financial Sector Assessment Program (FSAP) to be completed 
by May 2010. Government to make FSAP findings public and 
implement recommendations 

4.2 Strengthen the anti-
money-laundering regime 

Bapepam-LK and Indonesian Financial Transaction Reports 
and Analysis Centre (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 Financial Action 
Task Force 40+9 recommendations and provide for a 
reorganization of PPATK, and confer upon it additional 
powers—including the ability to conduct preliminary 
investigations 
(Accomplished) 

PPATK in collaboration with Bapepam-LK to develop and 
implement action plan to address anti-money laundering-
related vulnerabilities in nonbank financial sector identified 
by Asia-Pacific Group mutual evaluation 
 
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 Strengthen actuarial 
profession 
 

Bapepam-LK and Society of Actuaries of Indonesia (PAI) to 
continue training programs and related efforts for the 
actuarial profession to further strengthen the insurance 
industry to reach international standards (Not included in 
the updated policy matrix in the RRP for subprogram 2) 

 

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

Bapepam-LK research and training fully operational 
(Accomplished) 
 
 
Bapepam-LK to be collaborating with universities 
(Accomplished) 
 
MOF to commit incremental expenditures for capacity 
development in capital markets and nonbank financial 
institutions in line with its medium-term program 
(Accomplished) 
 
 

Bapepam-LK to conduct specialized internal and external 
training to strengthen capacity across a range of functional 
areas as well as research bureau 
 
IDX, Indonesian Clearing and Guarantee Corporation, KSEI, 
University of Indonesia, and Bapepam-LK to fully develop a 
self-managed Capital Markets Institute as a focus for capital 
markets education in Indonesia 
 
MOF to continue to fund the needed staff development of 
regulatory staff 
 
New action: Bapepam-LK to develop a database and user-
friendly website to provide consolidated capital markets and 
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Purpose Original indicative actions under Subprogram 2a 
(October 2007–August 2009) 

Post-Program Monitoring Frameworkb 
(September 2009–June  2011) 

NBFIs information in appropriate presentations available both 
for domestic (Bahasa Indonesia) and international audiences 
(English) 

a The column provides the original indicative actions agreed in 2007 for Subprogram 2 as well as the changes and new actions in RRP for Subprogram 2. 
b Policy measures highlighted in bold were to be considered as triggers for the follow-up program proposed in 2011–2012. 
Sources: Policy matrices in reports and recommendation of the President for subprograms 1 and 2; program completion report. 

Table A2.3: Distribution of Policy Actions 

 

Legislative 
Changes 

Regulatory 
Reform 

Studies/ 
Plans 

New 
Institutional 

Arrangements 
Capacity 
Building 

Government 
Securities and 
New Products 

Trading 
Systems 

and 
Standards Others Total 

Share of 
Total 

Subprogram 1 9 11 9 4 5 4 1 3 46 49% 

Subprogram 2 5 14 10 3 3 3 7 2 47 51% 

Total 14 25 19 7 8 7 8 5 93 100% 

Share of Total 15% 27% 20% 8% 9% 8% 9% 5% 100%  

           

Objective 1 0 5 0 1 0 0 0 0 6 6% 

Objective 2 11 16 7 4 1 7 4 2 52 56% 

Objective 3 3 4 8 1 1 3 3 3 23 25% 

Objective 4 0 0 4 1 6 1 1 0 12 13% 

Total 14 25 19 7 8 8 8 5 93 100% 
Source: Asian Development Bank Independent Evaluation Department. 



 

 

APPENDIX 3: ASSESSMENT OF QUALITY OF POLICY ACTIONS 
 
1. The evaluation assessed the quality of policy actions using the criteria contained in Table A3. 
 

Table A3: Criteria for Assessing the Quality of Prior Actions 
Criterion Definition 
Relevance The extent to which prior actions are relevant to objectives/outcomes, and whether there are links 

with actions from both previous and subsequent operations in case of a programmatic series. 
Criticality The extent to which prior actions have sufficient institutional depth to trigger policy/institutional 

change. Policy actions that are excessively process oriented, easily reversible, or only indicate 
intentions should be avoided.  

Value Added The extent to which prior actions reflect the Asian Development Bank’s value added with respect 
to the borrower’s reform agenda.  

Measurability The extent to which the expected impact of prior actions is measurable. This largely depends on 
the quality of the monitoring and evaluation framework and the links between results indicators 
and prior actions. 

Efficacy The extent to which prior actions become completed as an output for the results chain. This refers 
mostly to prior actions such as draft laws, decrees, and strategies that require follow-up steps to 
be completed. 

Note: Policy actions in ADB are called prior actions in World Bank.  The ADB policy-based loan policy paper provides that prior 
actions are a set of mutually agreed policy and institutional actions that are deemed critical to achieving the objectives of the 
program supported by a policy-based loan and that a country agrees to take before the Board approves the loan. Triggers are 
expected prior actions of the next subprogram in a programmatic series. 
Source: Independent Evaluation Group, World Bank. 
 

2. Relevance. The policy actions were relevant to the program objectives, addressing the important 
capital market issues in the four main components of the Capital Market Development Program Cluster 
(CMDPC). There were links in the policy actions of subprogram 1, e.g., regulations to enable the 
establishment of an independent pricing agency, and those of subprogram 2, e.g., establishment of a 
bond pricing agency. However, not all of the policy actions had the same degree of relevance. 
 

3. Criticality. Most of the policy actions were critical to the program objectives, in particular, the 
establishment of an enabling legal, regulatory, and institutional framework for the development of 
capital markets. About 42% of the policy actions addressed gaps in the legal and regulatory environment. 
There were several important institutional reforms, e.g., integration of the stock exchanges and 
establishment of a Financial System Stability Forum. Several of the studies covered important issues such 
as investor protection and development of new products. However, there were several policy actions that 
were not critical, e.g., international cooperation.  
 
4. Value added. Many of the policy actions built on past Asian Development Bank (ADB) support in 
various areas, e.g., financial sector and corporate governance, development of financial services 
supervision, insurance regulation, and state-owned enterprise reform. In addition, ADB supported the 
development of the government’s Capital Market Master Plan, 2005–2009. The main value added of ADB 
is in developing a monitorable agenda of actions not only during the program period but also post-
program; in addition, the CMDPC supported implementation of many of the reforms derived from prior 
TA projects and sustained outcomes from previous lending programs. ADB also supported both the 
program and post-program monitoring with technical assistance. 
 
5. Measurability. Main impact and outcome indicators, as defined in the design and monitoring 
framework, were measurable and monitorable. These included indicators such as increased market 
capitalization and increased share of nonbank financial sector in total financial sector assets. However, 
several of the intermediate outcome indicators (defined as outputs in the design and monitoring 
framework), such as improved corporate governance, better pricing of securities, and stronger human 
resource capacity, lacked credible measurement. Therefore, the measurability of outcomes of policy 
actions is limited, in part because some of the important results did not have well-defined indicators. The 
post-monitoring program framework did not focus on monitoring and measurement of results.  
 



Assessment of Quality of Policy Actions 41 

 

 
 

6. Efficacy. The policy actions resulted in the enactment of laws, issuance of regulations, 
establishment of new institutional arrangements, development of a benchmark yield curve through 
issuance of government securities, and emergence of new market instruments including sharia-compliant 
securities. Many of the studies and plans resulted in the establishment of new institutions such as the 
Investor Protection Fund and development of the Capital Market and Nonbank Financial Industry Master 
Plan, 2010–2014.



 

 

APPENDIX 4: DESIGN AND MONITORING FRAMEWORK SUMMARY 
 

Design Summary Performance Indicators/Targets Project Completion Report PPER 2017 
Goal (Impact) 
Greater finance sector 
resilience and 
diversification 

 
Increase in nonbank finance 
sector’s share of total finance 
sector assets from 20% in 2005 
to 25%–28% by 2011–2012  
 

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

Not achieved 
The nonbank financial sector share of total 
financial sector assets has remained at 
about 24% during 2012–2016, below the 
target of 25%–28% by 2012. 

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

 
 
 
 

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 

Eventually achieved. One target was 
exceeded and the other was reached 3 
years after target dates. 
 
Achieved. Market capitalization in rupiah 
increased by more than 200% during 
2006–2012 (Rp5,753.00 trillion in 2016), 
exceeding the 50% revised target. 
 
 
 
 
 
 
Not achieved in 2012 but was eventually 
achieved in 2015. While the increase in 
number of individual holders of market 
securities was 31% (vs. a target of 100% 
increase) by 2012, the target was reached 
in 2015. 
 
 
 

Outputs 
1. Enhanced information 

disclosure and 
improved price 
discovery 
 

 
 
 
 
Market valuation of fixed-
income instruments achieved, 
leading to better pricing 
 
 

 
 
 

 
The pricing of market valuation of fixed-
income instruments has been achieved 
 

 
The pricing of market valuation of fixed-

Many targets were achieved. However, 
there were some important areas where 
progress has not met expectations. 
 
Generally achieved. The regulations 
promoting increased transparency were 
issued and the Bond Pricing Agency was 
established to ensure equal access to price 
information for all market participants.  
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Design Summary Performance Indicators/Targets Project Completion Report PPER 2017 
 
 
Improved corporate 
governance and investor 
protection 

income instruments has been achieved 
 
In 2013, Securities Investment 
Protection Fund was established 
 

 
 
The Securities Investment Protection Fund 
was established. However, the DMF did 
not provide measurable indicators to 
monitor achievement of outputs (better 
pricing of fixed income instruments and 
improved governance and investor 
protection). 

2. Deeper and more 
liquid financial 
markets 

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 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 repurchase agreement 
by 2010 
 

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 
 
 
 
 
 
 
 

Global Master Repurchase Agreement is 
still in the process with expected date of 
issuance of June 2014 
 

 

Achieved. Spreads of government bond 
benchmark issues declined from 20–30 
basis points to under 10 basis points in 
2009. During 2009–2012, the spreads 
ranged from 4.0 to 6.0 basis points. 
 
 
Achieved. Issuance of government 
securities established benchmark yields. 
 
 
Not achieved. While corporate bonds 
outstanding tripled during 2006–2012 
from a low base, corporate bonds 
outstanding as percentage of GDP has 
remained at about 2% from 2006–2015 
compared to the target of 5% by 2012. 
 
Achieved. Two infrastructure financing 
companies and one infrastructure 
guarantee company have been 
established. 
 
 
 
 
 
Eventually achieved. Global Master 
Repurchase Agreement adopted in 2016. 
Government bond turnover increased 
from 44% in 2006 to 64% in 2012. 
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Design Summary Performance Indicators/Targets Project Completion Report PPER 2017 
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 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 

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 
 
 
 
 

In 2012, the number of investors 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 
 
 

Achieved. Clearing and settlement 
infrastructure has been enhanced. Trading 
value of shares increased from Rp445 
trillion in 2006 to Rp1,116 trillion in 2012. 
The reduction in trading costs could not 
be verified. 
 
 
 
Achieved. Several new products had been 
introduced, including sharia-based 
investment products and ETFs. Work is 
ongoing to introduce municipal bonds by 
end–2017. 
 
 
 
Eventually achieved. The target was met in 
2013. 
 
 
 
 
 
See achievement in outcome 
indicator/target on individual holders. 
 
 
 
Not achieved. Trading value to market 
capitalization has declined from 36% in 
2006 to 23% in 2012 and averaged 24% 
during 2013–2015.  
 
 
Achieved. Pension fund assets grew by a 
compound annual growth rate of 12.7% 
during 2007–2012. The 2% gross 
insurance premia to GDP target was 
achieved in 2012.   
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Design Summary Performance Indicators/Targets Project Completion Report PPER 2017 
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 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 

 
 
 

Takaful insurance has been provided in 
2009 
 

 
In 2007, SSX merged into JSX and 
renamed Indonesia Stock Exchange 
(IDX) 
 
 
 

Sharia-based products still being 
charged a 15% income tax rate by 
Directorate General of Tax 
 
 
 
 

 
 
 
Achieved. Takaful insurance accounted for 
6.2% of gross premiums as of end-2015. 
 
Achieved. Jakarta Stock Exchange and 
Surabaya Stock Exchange were merged. 
 
 
 
 
 
Achieved. Distortions removed (see FMDIP 
policy action 3.2). There is tax neutrality 
and equivalence between Islamic finance 
and conventional finance. 
 

3. Better market 
surveillance and 
investor protection 

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 
 

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 
 

Achieved. The unified regulator OJK was 
established in 2013 and the Securities 
Investment Protection Fund was launched 
in 2013. Insurance Law was passed in 
2014. Implementing regulations 
(Management of the Pension Seurity 
Program and Management of the Old Age 
Security Program) on pensions were issued 
in 2015. In the FSAP, 2017, the action to 
amend the capital market law to augment 
regulators’ independence and enforcemet 
powers (one of the recommendations in 
the FSAP, 2010) was rated partially 
implemented. 
 
Not achieved. Indonesia does not 
participate in the ASEAN trading board. 
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Design Summary Performance Indicators/Targets Project Completion Report PPER 2017 
Risk-based parameters for 
insurance companies 
and pension funds 
strengthened 
 
Consolidation in the 
insurance industry 
through increase in 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 

Insurance companies and pension funds 
have implemented risk-based 
supervision 
 
 

Consolidation in the insurance industry 
is yet to happen 
 
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 
 

Achieved. The CMDPC also supported the 
establishment of risk-based supervision for 
insurance companies and pension funds. 
 
 
Not achieved. There has been no 
consolidation in the insurance industry, 
although the number of insurance 
companies has declined from 157 in 2005 
to 137 in 2015, a 13% reduction 
(compared with the 20%–25% target). 
 
 
 
 
 
Achieved. Securities Investor Protection 
Fund is operational. 
 
 
 
Not achieved. In June 2012, the Financial 
Action Task Force (FATF) warned that 
Indonesia had not made sufficient 
progress in addressing anti-money 
laundering and combatting financing of 
terrorism (AML/CFT) due to an incomplete 
legislative framework. 

4. Stronger governance 
and human resource 
capacity 

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 
 
 
 
 
 
 

Capital market institute was 
established in 2010 
 
 
 
 
 
 
 
 
 
 
 

Achieved. The Capital Market Institute was 
established and a user-friendly website 
was set up, now available through OJK 
(http://www.ojk.go.id/en/default.aspx). 
Other achievements were: the 
establishment of the Financial System 
Stability Forum; the issuance of rules 
governing certain participants in the 
mutual fund industry; and the 
establishment of an internal compliance 
bureau in Bapepam-LK. 
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Design Summary Performance Indicators/Targets Project Completion Report PPER 2017 
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 

Data cannot be found 
 
 
 

Database and user-friendly website is 
now available through OJK 

No data. 
 
 
 
Partially achieved. The OJK website was set 
up but does not provide adequate 
information on capital markets.   

Sources: Asian Development Bank Independent Evaluation Department and Program Completion Report. 



 

 

APPENDIX 5: CAPITAL MARKET KEY INDICATORS 
 

Indicator 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 
Market Capitalization  
(Rp trillion) 1249 1988 1076 2019 3247 3537 4127 4219 5228 4873 5753 
Number of Listed 
Companies 344     440 459     
Market Capitalization as 
% of GDP 30.70% 40.50% 30.27% 28.22% 39.88% 42.73% 43.27% 40.45% 40.24% 42.02%  
Trading value of shares 
(Rp trillion) 445 1,040 1,064 975 1,176 1,223 1,116 1,522 1,453 1,406 1,845 

Value of IPO (Rp trillion)       10.1 16.7 9.1 11.3 12.1 
Stock trade to Market 
Capitalization  36.02% 54.22% 49.12% 56.54% 34.69% 27.65% 23.15% 26.78% 25.32% 20.72%  
Outstanding Government 
Bond Issues (Rp trillion) 628 726 705 842 844 847 847 903 1307 1500 1879 
Spreads of Government 
Bonds 2.6 6.4 3.7 4.0 4.8 5.0 5.9 7.6 6.0 9.2 5.2 
Government Bond 
Turnover 44% 71% 47% 36% 58% 71% 64% 52% 63% 64% 55% 
Outstanding Corporate 
Bond Issues (Rp trillion) 61 79 73 88 115 147 187 218 223 250 312 

Corporate Bond Turnover 14% 24% 17% 12% 22% 24% 24% 23% 19% 20% 21% 
Pension Fund Assets  
($ billion) 8.6 9.7 8.3 11.9 14.5 15.6 16.4 13.4 15.5 14.9  
Foreign Currency 
Corporate Bonds 
Outstanding ($ million) 13.1      21.1     
Local Currency Corporate 
Bonds Outstanding  
($ million) 6.8      19.1     
Pension Fund Assets  
(% of GDP) 2.28% 2.16% 1.60% 2.20% 1.90% 1.70% 1.80% 1.50% 1.70% 1.80%  
Insurance Company 
Assets ($ billion) 10.6 14 12.5 19.3 26.3 30.6 34.5 31.5 35.4   
Insurance Company 
Assets (% of GDP) 2.84% 3.30% 2.74% 3.20% 3.41% 3.51% 3.83% 4.03% 4.47%   
Life insurance premium 
volume to GDP 0.88% 1.08% 0.95% 1.02% 1.02% 1.10% 1.15% 1.06% 0.96% 0.89%  
Nonlife insurance 
premium volume to GDP 0.49% 0.45% 0.44% 0.41% 0.36% 0.37% 0.37% 0.40% 0.43% 0.50%  
GDP = gross domestic product, IPO = initial public offering, Rp = Indonesian rupiah. 
Sources: Bank Indonesia; Indonesia Stock Exchange; Asian Bond Monitor; World Bank Global Financial Development Database; Financial System 
Stability Assessment 2017; KPMG. April 2016. Insurance in Indonesia: Opportunities in a Dynamic Market. 
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