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OVERVIEW 
 
Indonesia has made significant progress towards macroeconomic stability over the 
last few years. Economic growth was recorded at 6.3% in 2008. However, the 
global economic slowdown will have an impact on domestic growth and the 
government is now projecting a 3%-4% growth in 2009 due to reduced exports and 
capital inflows.        
 
Indonesia’s financial sector has gone through major restructuring and reform since 
the Asian financial crisis. The Government continues to push forward on its financial 
sector policy package. In 2009, the Central Bank will further develop the 
effectiveness of bank supervision through two key measures. Firstly, to complete 
the risk-based supervision framework by improving the risk assessment process, 
oversight, auditing and system surveillance. Secondly, to improve the function and 
organisation of supervision both at head office and at all branch offices of Bank 
Indonesia.  
 
Although the exposure of banks and financial institutions to sub-prime mortgages is 
minimal, the global economic slowdown is nevertheless affecting the financial 
services sector. Loan growth is predicted to halve to around 15%-16% compared 
with about 30.5% in 2008. Furthermore, the Central Bank is expecting a rise in 
banks’ Non Performing Loans (NPLs) to around 5% and Capital Adequacy Ratio 
(CAR) is estimated to decrease slightly to 14% in 2009.  
 
Since December 2008, the Central Bank has taken steps to mitigate the impact by 
expanding liquidity to banks and cutting the benchmark rate (6.75% as of 3 July 
2009).  
 
Banks remain an important source of financing in the business sector. The Central 
Bank has taken steps to support this by expanding the liquidity facility to banks to 
improve access of funds by medium and small banks in the domestic inter-bank 
money market. 
 
It also seeks to boost Capital Market development with an emphasis on improving 
efficiency, competitiveness and the quality of supervision and regulation.  For other 
finance companies (consumer financing, leasing, factoring and credit cards) the 
government’s policy is focused on improving services and product enrichment to 
reach more customers. In November 2008, the total assets of about 200 finance 
companies were at US$17.4 billion (an increase of 36% from 2007). Total financing 
grew by 28% : consumer financing (US$8.43 billion); leasing (US$5.53 billion); 
factoring (US$0.2 billion) and US$0.08 billion for credit cards.  
 
The Presidential Regulation No 9 of 2009 (in force since March 2009) regarding 
Financing Institutions specifies that financing companies in the form of a limited 
liability company may have foreign participation of up to 85% of the paid-up 
capital.  
 
In 2007, the Jakarta Stock Exchange merged with the Surabaya Stock Exchange to 
form the Indonesian Stock Exchange (IDX) and the Capital Market performance 
improved significantly. The Indonesia Composite Index (JCI) rose 52%. However, 
the repatriation of foreign investments in the Capital Markets as part of a general 
flight from emerging markets’ risk in late 2008, including Indonesia, has lead to a 
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decline in the JCI to the level of 1,355.41 (a 50% fall over 2007).  The JCI has 
however risen to 2,298.14 as of 31 July 2009.     
 
Over the same period, the IDR has weakened by 15% against the USD. However, 
since early May 2009, IDR has started to strengthen on indications of a global 
economic recovery, boosting investors’ appetite for emerging market assets.  
 

OPPORTUNITIES 
 
Infrastructure investment in Indonesia has been insignificant since the Asian 
financial crisis. The Government realises that poor infrastructure will hamper 
further investment, job creation and poverty reduction which will in turn affect the 
economic growth rate.  
 
In their 2009 budget, the Government decided to increase the allocation for 
infrastructure projects to IDR 61 trillion (approximately US$ 5.6 billion). The 
majority of the funds will be allocated to toll road projects. In addition, the 
Government also allocated IDR 79 trillion (approximately US$ 7.2 billion) for 
transportation projects (airports and ports) preferably under a PPP Programme.  
 
In an effort to promote such financing, the Government is encouraging commercial 
banks, especially those that are  state-owned,  to increase their portfolio holdings 
in infrastructure projects.  
 
There are opportunities for UK banks with local operations to increase their lending, 
especially in long-term financing.  
 
Efforts to reinforce bank capital remain as the Central Bank’s primary focus. The 
requirement for every commercial bank to have a minimum core capital of IDR 100 
billion by 2010 will provide investment opportunities.  The Central Bank will provide 
banks with core capital below the minimum level with options : merge, consolidate 
or sell. In April, The Central Bank revoked the operating license of PT Bank IFI, a 
small Jakarta based bank due to insufficient capital and they continue to closely 
monitor the development of capital at each bank. 
 
Opportunities to provide training will increase as banks strive to recruit and 
improve the quality of their services.   
 
Sharia banking offer a significant potential for expansion. New foreign Sharia banks 
are allowed to establish operations in the country in partnership with local entities. 
Some well-known Middle Eastern Sharia banks have opened offices.  Expertise 
available in the local market is still limited. There are opportunities to promote and 
sell the expertise of UK institutions offering Islamic services (including legal, 
accounting, qualifications and training).  
 
UKTI publishes international business opportunities gathered by our network of 
British Embassies, High Commissions and Consulates worldwide. These 
opportunities appear in the Opportunities portlet on the relevant sector and country 
pages on the UKTI website. By setting up a profile you can be alerted by email 
when relevant new opportunities are published. New or updated alert profiles can 
be set in My Account on the website. 

  Page 4 of 11 

http://www.uktradeinvest.gov.uk/ukti/opportunities


 Financial Services – Indonesia  

 
CHARACTERISTICS OF MARKET 
 
The local banking sector controls about 75% of the domestic financial market and 
will continue to play a central role in economic development. There are about 124 
banks with total assets of around US$ 230 billion. The 13 largest banks in 
Indonesia hold about 60% of the assets of the national banking industry.  
 
During 2008, the number of branch offices of commercial banks expanded to 
10,936 from 9,680 at the end of 2007. Total assets also increased by about 6%.  
Growth in lending was dominated by working capital and consumer loans. Although 
growth of investment loans was slightly higher compared to last year, the 
disbursement of loans for infrastructure was still slow.  
 
Foreign as well as joint-venture banks enjoyed high growth, demonstrating their 
better competitive edge. HSBC and Standard Chartered have operated locally for 
many years and are a major presence. HSBC completed the acquisition of Bank 
Ekonomi Raharja on 25 May while Barclays is still in the process of taking over a 
local bank. 
 
With the opening of the banking sector to foreign investment, Bank Indonesia 
wishes to regulate the employment of foreign nationals in foreign-owned banks.  
Although not strictly enforced with compliant banks, Bank Indonesia issued 
Regulation No 9 of 2007 in June, regarding Foreign Manpower Use and Transfer of 
Knowledge in the Banking Sector.  Under this regulation, employment of 
expatriates in middle management positions is restricted to 2 levels below the 
Board of Directors. Positions other than the foregoing to be held by an expatriate 
will require the Central Bank’s express pre-approval.    
 
There is a continuous trend of merger and acquisition activities as smaller banks 
are working to meet the minimum core capital requirement and a new ownership 
regulation. The new ownership regulation bars a legal entity, individual or business 
group from holding dominant stakes in more than one domestic commercial bank. 
The Central Bank has set a deadline of 2010 for compliance. However, this does not 
apply to locally incorporated foreign banks.   
 
With a predominantly Muslim population of nearly 240 million, Indonesia is South 
East Asia’s largest economy and one of the key markets outside the Gulf that offers 
real potential for Islamic Finance Services. The Law on Islamic Banking which 
serves as the legal foundation for Sharia banking in Indonesia and the Law on 
Sharia-compatible Bonds were passed earlier last year.       
 
Development is still at an early stage; Sharia banking (at US$ 5 billion) currently 
only accounts for about 2.5% of total national banking assets and serves about 
3.79 million customers. To promote Sharia banking, Bank Indonesia instituted a 
range of policies under the guidance of the Blue Print for Development of 
Indonesian Sharia Banking. A plan for building capacity through accelerated 
development of Sharia-compliant banking has been formulated in line with the 
target to achieve a 5% share of total national banking assets by 2011. The Sharia 
banking office networks also experienced a significant growth. As of December 
2008, there are 25 Sharia units within conventional banks and 3 incorporated 
Sharia banks. There are also 110 rural banks that are operating under Sharia 
principle.  
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Sharia products can be offered through conventional branches through office 
channelling policy. However, to help further the development of Sharia banking 
network, Bank Indonesia issued Regulation No 11/15/PBI/2009 regarding 
Conversion of a Conventional Bank to a Sharia Bank. This regulation has been in 
force since April 2009.    
 
Indonesia is said to have the largest number of Sharia compatible institutions in the 
world. However, the penetration is still low due to a lack of people’s awareness of 
benefits of Sharia banking.    
 
In February 2009, the Government launched its first successful US$465 million 
retail Sukuk bonds. This was followed on 20 April by the first global Islamic bonds 
offering worth US$ 650 million.  The deal was led by Barclays Capital, HSBC and 
Standard Chartered Bank and was 7 times oversubscribed at US$ 4.6 million.  
 
The insurance industry is still a small player in the economy. As of September 
2008, 126 insurance companies had a total assets of IDR 136 trillion 
(approximately US$ 12.5 billion).  
 
Foreign investors can only undertake insurance business in Indonesia by setting up 
a joint-venture. In practice this can be achieved by either establishing a new 
company or acquiring shares in an existing entity. At the time of establishing a 
joint-venture, participation by the foreign shareholder cannot exceed 80%.   
 
Under Government Regulation No 63 of 1999, existing foreign shareholders in 
insurance companies are allowed to increase their shareholding beyond 80% by 
injecting more capital (resulting in a dilution of the Indonesian shareholding). This 
regulation has been introduced so that insurance companies meet higher Risk 
Based Capital (RBC) requirements.    
 
To help address the development of the insurance industry, including Sharia-based 
insurance products, the Government has increased the capital requirement for the 
establishment of insurance and re-insurance companies to IDR 100 billion and IDR 
200 billion respectively. In December 2008, the Government extended the initial 
deadline for the capital increase. Now, It may be done in 3 phases within 6 years 
e.g. minimum capital of IDR 40 billion by end of 2010 and IDR 70 billion by end of 
2012 for insurance companies but must be completed by end of 2014.   
 
There are also different provisions regarding the minimum amount of capital 
applicable for insurance companies that apply Shariah principles in all their business 
and for Shariah units of an insurance company.  
 
Islamic insurance remains a small part of the overall insurance industry, accounting 
for only about 8% of the life segment. It is however growing.  
 
The development of non-life insurance has been slow. In the third quarter of 2008, 
it had a total gross premium income of IDR 19.4 trillion (approximately US$ 1.8 
billion) and more than 50% was contributed by property and automotive sectors. 
On the other hand, life insurance continued to show a steady growth.  As of the 
third quarter of 2008, the Indonesian Life Insurance Association recorded that 39 (1 
state-owned, 23 private and 15 joint-venture) companies had a total gross 
premium income of IDR 38.3 trillion (18% growth compared to the same period last 
year).  Total investment grew by 13% to IDR 92.2 trillion.  
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Prudential began operations in Indonesia more than 10 years ago and is now the 
market leader for unit-linked products. Prudential Indonesia’s Sharia business 
constituted nearly 25% of their 2008 total business based on Annualised Premium 
Equivalent.  The company is optimistic by positive reception of the public towards 
their Sharia line of products and services.  
 
In December 2006, the Ministry of Finance introduced a new regulation on Finance 
Companies’ activities includes increasing the minimum amount of issued capital or 
principal deposit and mandatory deposit for a new private or joint-venture  
company. Foreign ownership in a finance company remains unchanged, 85% of the 
issued capital. However, ownership of a legal entity in a finance company is now 
limited to a maximum of 50% of its net-worth except for pension funds.  
 
The Capital Market was reactivated in 1977 and went through a deregulation 
process  in 1997 and 1998. The market was privatised in 1992. Capital Market Law 
No. 8 of 1995 provides a sound legal foundation and gives Bapepam-LK (the Capital 
Market and Financial Institutions Supervisory Board) the authority to provide 
guidance, regulation and day-to-day supervision of regulation and development. 
 
In October 2008, Bapepam-LK issued a regulation on the buyback of shares issued 
by an Issuer or a Public Company in potential market crisis conditions. This was in 
response to the capital market crisis which saw a dramatic drop in the share prices 
of the majority of Indonesian publicly listed companies. This new regulation is 
aimed at providing an easier mechanism for publicly listed companies to buy back 
shares.  
 
In December 2008, the Finance Minister issued a regulation (No 238/2008) making 
publicly listed companies eligible for a 5% cut in income tax to help them reduce 
their costs (certain conditions applied e.g. at least 40% of their shares are owned 
by the public).  
 
There are generally no specific restrictions to foreign investors participating in the 
Indonesian bond market, they the right to repatriate capital and profits at the 
exchange rate of the time.  As of December 2008, local bonds worth IDR 79.24 
trillion (approximately US$ 7.2 billion) were held by overseas investors.    
 
The Indonesian Capital Market & Financial Institution Supervisory Agency issued on 
22 June 2009, the rules and regulations regarding securities rating agencies.   
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KEY METHODS OF DOING BUSINESS  
 
Other background information on doing business in Indonesia can be found on 
UKTI’s website. Simply go to the Indonesia country page where you will find 
information a doing business guide. 

MORE DETAILED SECTOR REPORTS 
 
Research is critical when considering new markets. UKTI provides market research 
services which can help UK companies doing business overseas including:  
 

• Overseas Market Introduction Service (OMIS). Bespoke research into 
potential markets, and support during your visits overseas 

 
• Export Marketing Research Scheme. In depth and subsidised service 

administered by the British chambers of Commerce on behalf of UKTI  
 
 
Contact your local International Trade Advisor if you are interested in accessing 
these services, or for general advice in developing your export strategy. 
 
When considering doing business in Indonesia, it is essential to obtain legal, 
financial and taxation advice. For further details, please contact: 
 
 
Lian Jap 
Senior Trade & Investment Manager  
British Embassy  
Jalan M H Thamrin No 75  
Jakarta 10310  
Indonesia  
 
Telephone  : + 62 21 2356 5200  
Fax   : + 62 21 2356 5352 
e-mail  : lian.jap@fco.gov.uk  
Website : www.ukinindonesia.fco.gov.uk 
 
 
 
 
 

 

EVENTS 
 
UK Trade & Investment’s Tradeshow Access Programme (TAP) can help eligible UK 
businesses take part in overseas exhibitions. Attendance at TAP events offers 
significant benefits: 
 
 

• possibilities for business opportunities both at the show and in the future  
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• chance to assess new markets and develop useful contacts  

• grants are available if you meet the criteria  

• UKTI staff overseas will be available to assist delegates 

 
Details of TAP events can be found in the Events portlet on the Indonesia page. 
 
Other Market Visit Support may be available via your local International Trade 
Advisor. 
 

CONTACT LISTS 
 
UKTI’s International Trade Advisers can provide you with essential and impartial 
advice on all aspects of international trade. Every UK region also has dedicated 
sector specialists who can provide advice tailored to your industry. You can trace 
your nearest advisor by entering your postcode into the Local Office Database on 
the homepage of our website. 
 
For new and inexperienced exporters, our Passport to Export process will take you 
through the mechanics of exporting. An International Trade Adviser will provide 
professional advice on a range of services, including financial subsidies, export 
documentation, contacts in overseas markets, overseas visits, translating 
marketing material, e-commerce, subsidised export training and market research. 
 
 
 
Bank Indonesia (Central Bank) 
 
 
Jalan M H Thamrin No. 2 
Jakarta 10010 
Indonesia 
 
Tel . +62 21 381 7187 
Fax . +62 21 350 1867 
Website. www.bi.go.id 
 
 
 
 
Indonesia Stock Exchange 
 
 
Indonesia Stock Exchange Building 
Jalan Jenderal Sudirman Kav. 52-53 
Jakarta 12190 
Indonesia  
 
Tel . +62 21 515 0515 
Fax . +62 21 515 0330 
Website. www.idx.co.id 
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Capital Market & Financial Institutions Supervisory Agency 
(BAPEPAM – LK) 
 
 
Gedung Baru Depkeu RI, 4th Floor 
Jalan Lapangan Banteng Timur No. 1-4 
Jakarta 10710 
Indonesia 
 
Tel . +62 21 385 8001 
Fax . +62 21 385 7917 
Website. www.bapepam.go.id 
 
 
 
 
 
 
 
 
Federation of Indonesian Insurance Associations (FAPI)  
 
 
Gedung DAI, 2nd Floor 
Jalan Majapahit No. 34, Block 5 No. 29 
Jakarta 10160 
Indonesia 
 
Tel . +62 21 345 4387 
Fax . +62 21 345 4307 
Website. www.dai.or.id 
 
 
 
 
The Indonesian Multi-Finance Companies Association 
 
 
Asosiasi Perusahaan Pembiayaan Indonesia (APPI) 
Wisma Indomobil, 10th Floor 
Jalan M T Haryono Kav. 8 
Jakarta 13330 
Indonesia 
 
Tel . +62 21 856 4753 
Fax . +62 21 856 4752 

http://www.bapepam.go.id/
http://www.dai.or.id/
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