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GENERAL NEWS AND HEADLINES

House seeks clarity on different drafts for jobs law
The Jakarta Post, p. 2; Kompas, headline

The House of Representatives said on Tuesday that it would send the copy of the
Job Creation Law to President Joko "Jokowi" Widodo on Wednesday, after causing
public confusion for more than a week over which draft was the correct one.

Out of four final drafts circulating in public, the House said it would send the latest
one, the 812-page long one. The earlier drafts contain 1035, 1052 and 905 pages,
respectively. The one uploaded to the House website, meanwhile, is one from be-
fore the House's Legislation Body (Baleg) finalized it, which is 1,028 pages long.

"The deadline for us to submit this Job Creation Law is Oct. 14, to be exact tomor-
row at [midnight]," Azis Syamsuddin, a House deputy speaker, said in a press con-
ference on Tuesday. He said the final draft he had was the 812-page one. "The law
itself is only 448 pages, [which] plus explanations becomes 812 pages....," he said.

As of Monday afternoon, the House has yet to distribute copies of the law in an
official manner. Meanwhile, President Jokowi in his first public comment on the
passage of the law on Friday said that criticism of the law was merely based on
“disinformation and hoaxes spread through social media.”

Bio Farma to sell vaccine at affordable prices
Media Indonesia, p. 2

State-owned pharmaceutical company Bio Farma said it will not burden the gov-
ernment in determining the price of the COVID-19 vaccine.

“The price will be set at around Rp 200,000. We are committed to supporting the
government’s efforts in providing the COVID-19 vaccine at an affordable price to
protect the Indonesian population,” said Bio Farma president director Honesti
Basyir in an official statement on Tuesday.
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This was conveyed in response to news reports that Sinovac had signed a vaccine
procurement contract with Brazil that would sell it for US$1.96 (Rp 28,939) per
dose. Sinovac is carrying out clinical trials of the vaccine in China, Indonesia, Brazil,
Turkey, Bangladesh and Chile.

“We have clarified information on the pricing of the COVID-19 vaccine in Brazil to
Sinovac. Sinovac confirmed that information about a purchase contract for 46 mil-
lion doses valued at US$90 million (Rp 1.33 trillion) with the Brazilian government
is incorrect,” Honesti explained.

According to Honesti, Sinovac said there were several factors in determining the
price for the vaccine. One factor is investment in phase 3 clinical trials, especially
in large-scale efficacy trials.

“Thus, the COVID-19 vaccine pricing scheme in Indonesia cannot be equated to
that of other countries,” he added.

Public interest in COVID-19 drugs, vaccines is low, says survey
Koran Tempo

A survey initiated by LaporCOVID-19 (Report COVID-19), together with various
other institutions, found low public interest in COVID-19 drugs and vaccines being
developed by the government.

The survey referred to the medicine being developed by Airlangga University (Un-
air), the State Intelligence Agency (BIN) and the Indonesian Military (TNI) as well
as Sinovac Biotech's vaccine, in partnership with Bio Farma, which is currently un-
dergoing clinical trials.

One of the researchers, Dicky Pelupessy, said that the involvement of BIN and the
TNI may have contributed to the respondents’ doubts, which may be due to the
assumption that an intelligence agency and the military do not have the scientific
expertise to develop a drug.

Moreover, 32 percent of respondents did not agree to volunteer for vaccine clini-
cal trials and another 27 percent of respondents were hesitant to become a vol-
unteer.

Another researcher, Irma Hidayana, said that the respondents’ rejection and
doubt concerning the Sinovac vaccine was reasonable, as 40 percent of respond-
ents think that the vaccine development process requires a longer time.
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The survey accommodated 2,109 respondents of various ages, educational back-
grounds and occupations from 34 provinces.

Beware of disasters compounded by La Ninha, govt warns
Media Indonesia, p. 2; Republika, p. 3

The government has warned that multiple disasters may occur at the end of this
year with the rainy season approaching, compounded by the periodic weather
phenomenon La Nifa.

“Starting this October, a lot of heavy rain has been forecasted. Landslides could
occur and there may even be earthquakes and a tsunami,” said Coordinating Mar-
itime Affairs and Investment Minister Luhut Pandjaitan on Tuesday.

Luhut asked the public to heed every warning issued by the Meteorology, Clima-
tology and Geophysics Agency (BMKG). On the same occasion, BMKG head
Dwikorita Karnawati said that over the next three months, all regions in the coun-
try, except Sumatra, would be seeing heavy rainfall.

Meanwhile, President Joko “Jokowi” Widodo instructed the National Disaster Miti-
gation Agency (BNPB) and all related parties to anticipate extreme weather.

Prabowo to visit US for first time in decades
The Jakarta Post, p. 1

Nearly one year after being appointed defense minister by his political rival, for-
mer Army general Prabowo Subianto is leaving for the United States this week to
meet his US counterpart Mark Esper; quite a diplomatic achievement after years
of being barred entry to the country.

Prabowo had long been banned from visiting the US because of allegations of
human rights abuses. He was included in a blanket ban on the Army’s Special
Forces (Kopassus) for alleged human rights violations in then-East Timor when
the territory was under Indonesian rule.

The minister talked about the five-day visit to the US starting on Thursday in a
video released by the Gerindra Party on Tuesday, confirming that he was accept-
ing the invitation because he considered the US an important country.
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"America is an important country and | was invited, so | must fulfill the invitation,"
Prabowo said, "even though we will have a long journey, [especially with] the
COVID-19 pandemic, we still have to respect [the invitation]."

BUSINESS AND ECONOMICS NEWS AND HEADLINES

Bank Mandiri to control state-owned sharia banks merger
Bisnis Indonesia, headline

The merger between three state-owned sharia banks will be done under a capital
injection scheme with rights issues. Bank BRI Syariah (BRIS) will become the sur-
viving entity that receives additional capital from Bank Syariah Mandiri (BSM) and
BNI Syariah (BNIS). According to SOEs Minister Erick Thohir, the merger is meant
to help Indonesia become the center of sharia economy and finance.

Bank Mandiri will become the majority shareholder of the merged bank with more
than a 50 percent stake, while Bank Rakyat Indonesia and Bank Negara Indonesia
will each receive around 24 percent stake. With this arrangement, Bank Mandiri
will have control over the new sharia bank and have the right to appoint the pres-
ident director and board of commissioners.

The government has formed an integration management office (IMO) to assist
with the merger led by BSM’s president director, Toni Eko Boy Subari. BNIS presi-
dent director Abdullah Firman Wibowo will become IMO'’s head of branding and
communication while BRIS president director will become the head of distribu-
tion. IMO will be tasked with finalizing the 2021 business projection by November
2020.

As a result of the planned merger, the BRIS public shareholding will be diluted to
only 1 percent from the previous 18.47 percent. Thus, BRIS will have to take cor-
porate action to raise its public ownership to fulfil the Indonesia Stock Exchange’s
7.5 percent public ownership threshold.

Pro-business licensing, pro-worker severance pay
Kontan, headline
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The House of Representatives has finally made available the official version of the
Job Creation Law to end public speculation over various draft versions that were
circulated. The House deputy speaker Azis Syamsudin stated in a press confer-
ence that the official version contains 812 pages and guaranteed that no other
articles will be sneaked in the draft.

Generally, the omnibus law is seen as a compromise between business and work-
ers’ interests. It increases the ease of doing business while also providing better
protection for workers. Despite the reduced severance pay, the omnibus law
mandates that contract workers and outsourced workers also have a right to sev-
erance pay. Besides, there is also a new unemployment benefit scheme.

Indonesian Chamber of Commerce and Industry (Kadin) deputy chairwoman
Shinta Kamdani said businesses had made a lot of compromises concerning the
severance pay. Businesses will try to maximize the compromise while negotiating
the supporting government regulation, she added.

Meanwhile, Indonesia Welfare Labor Confederation (KSBSI) president Elly Rosita
Silaban is still against the omnibus law. They do not want severance pay to be
reduced or have contract periods to be limited.

Bank Indonesia undertakes quantitative easing of Rp 667.6 T
Investor Daily, headline

Bank Indonesia (BI) has taken quantitative easing measures by injecting liquidity
into banks amounting Rp 667.6 trillion (US$ 45.04 billion) as of Oct. 9, 2020, to
relax the domestic banks liquidity and subsequently reduce its interest rate.

The measure is mainly disbursed particularly through the monetary expansion of
Rp 496.8 trillion and reserve requirements cut of Rp 155 trillion. The liquidity in-
jection also includes the 2020 state budget financing support by purchasing Rp
289.86 trillion of government bonds in the primary market.

Bl Governor Perry Warjiyo explained that BI's liquidity injection accounts for 31.23
percent of the third-party fund in the banking system and this has lowered the
overnight interbank money market (PUAB) interest rates to 3.29 percent in Sep-
tember 2020.
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Perry said that the monetary expansion conducted by Bank Indonesia was in line
with the fiscal stimulus acceleration by government to boost the national econ-
omy. Bl has purchased Rp 289.86 trillion of government bonds as part of the cen-
tral bank’s support to government budget financing.

To maintain the rupiah’s exchange rate stability, Perry said Bl would maintain its
7-day reverse repo rate (BI7DRR) at 4.00 percent, deposit facility interest rate at
3.25 percent, and lending facility rate at 4.75 percent.

IMF predicts continued GDP slump
The Jakarta Post, headline

Indonesia’s economic downturn is likely to be worse than previously expected as
Southeast Asia’s largest economy struggles to contain the coronavirus pandemic,
says the International Monetary Fund (IMF).

Indonesia’s gross domestic product (GDP) is now expected to shrink by 1.5 per-
cent this year rather than the 0.3 percent contraction the IMF had projected in
June. The downward revision for Indonesia comes as the IMF has turned less pes-
simistic about the global economy, according to the October update of the World
Economic Outlook, published on Tuesday.

Indonesia’s economic state remains precarious because of the continuing spread
of the pandemic and the adverse impact on severely affected sectors, such as
tourism, the Washington-based institution said. “

The IMF projection is largely in line with the government’s estimate for a full-year
contraction of 0.6 percentto 1.7 percent made in late September, down from GDP
growth of 5.02 percent in 2019. Indonesia’s GDP was down 5.32 percent year-on-
year (yoy) in the second quarter due to falling household spending and invest-
ment, with economists and government officials projecting another contraction
in the third quarter, which would mark a recession.

The global economy, meanwhile, is expected to shrink by 4.4 percent this year, a
less severe contraction compared to the IMF's previous estimate of 4.9 percent,
due to better-than-expected second-quarter GDP data in countries where activity
began to improve after lockdowns and signs of rapid recovery in the third quarter.

Land bank to be established this year
Koran Tempo, Business page
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Agrarian and Spatial Planning Minister Sofyan Djalil said the ministry was finaliz-
ing the draft government regulation on the establishment of the land bank as
mandated by the newly-passed the Job Creation Law. Sofyan said the land bank
would be established by end of this year.

Sofyan explained that the establishment of the land bank was inspired by Singa-
pore's land manager that managed state-owned land. Sofyan said the ministry
acted only as regulator, but there was no single land manager in Indonesia. With
the planned land bank as the land manager, Sofyan said, the government would
be able to manage state-owned lands better.

Sofyan explained that the land bank would be led by a committee of three minis-
ters, including himself. But the bank’s board of directors would be filled by pro-
fessionals. The bank would likely start its operation next year, when the bank had
land under its management. The bank would open its offices in provinces where
it had land assets.

Under the omnibus law, the land that would be managed by the land bank in-
cludes expiring concession areas with licenses that had not been extended or con-
cession land that had been neglected for two years.

Agrarian Reform Consortium (KPA) secretary-general Dewi Kartika, however, dis-
agreed with the planned establishment of the land bank, arguing that the land
bank would serve the interests of businesses. Therefore, KPA would file judicial
reviews on the omnibus law’s articles on the land bank.
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Disclaimer:

Tenggara Strategics always aims to use reliable sources in providing our best analysis
to our clients, and is not responsible for any errors, inaccuracies and/or viewpoints in
the original source material upon which we have based our analysis. The analysis con-
tained in this document is intended exclusively for our clients who have subscribed to
this service, and is not for public consumption or dissemination.

Nothing contained herein shall to any extent substitute for the independent investi-
gations and the sound technical and business judgment of the reader. In no event will
Tenggara Strategics, including its employees, be liable for any decisions made or ac-
tions taken in reference to the information contained in these documents, or for any
incidental, consequential, indirect, special or exemplary damages, including damages
from loss of profits or opportunities, even if advised of the possibility of such dam-
ages.
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