|
SUMNes, Y% s IFG
INDONESIA (, ‘\ P?QGRESS o g

IIIIIIIII
2022

;‘"}‘ Indonesia
: Financial Group

International
(« A»" Conference
2022
Insurance and Pension Fund:
Transitioning into Digital and
Green Economy Ecosystem

Reza Y. Siregar
IFG-Progress



‘- Indonesia LK X
Financial Group SUMN .. 3, < o IFG
International »

A Conference

2022

A Broad-Base Financial Sector Deepening by 2045

Financial Sector Assets for Selected Advanced Economies and Emerging Markets
(% of GDP, as of 2020)

Country Banks C(;;I;:;?ilzlzlt?gl;eé) Insurance © Pension Funds ® GDP per Capita @
India 92,0 99,0 10,7 7,2 1961,3
Indonesia 59,5 45,2 8,5 2,7 3911,7
Malaysia 206,0 121,4 22,3 61,42* 11637,4
Philippines 100,6 88,6 10,8 2354 2980,0
Singapore 769,9 191,9 86,8 85,1 56349,0
South Korea 97,1 122.4 50,6 13,3 28361,2
Thailand 144,9 102,8 29,4 12,7 6094,4
Brazil 145,9 69,0 14,6* 15,0 10672,2
United States 94,1 194,5 35,9 95,8 53749,0
Sources:

(a) CEIC

(b) OECD, "Pension Funds in Figures 2018, 2019 dan 2020" for Singapore, South Korea, and United States; India (EPFO); Indonesia (JP & JHT); Malaysia (EPF); Thailand
(SSF); and Brazil (Regime Geral da previdencia Social).

(c) Insurance Regulatory and Development Authority of India (IRDAI); Otoritas Jasa Keuangan (OJK); Bank Negara Malaysia; Insurance Commission Philippines; Monetary
Authority of Singapore; CEIC (for South Korea, Thailand, and Brazil), The National Association of Insurance Commissioners,

and CEIC for Nominal GDP.

*using FY 2019

*World Bank, "Global Financial Development 2017"
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Macro-Financial Linkage Guiding Conference Outline
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Macro-Financial Link (1): Insurance Performance is Macro-Dependent

General Insurance P(remium Growth a;wd Real GDP Growth Loss Ratio on General Insurance
5 years Moving Average
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Sources: OJK, IFGP Research Analysis
Sources: CEIC




‘- Indonesia LK X
Financial Group SUMN .. 3, < o IFG
International »

A Conference

2022

Macro-Financial Link (2): Other Investment Flow Boosted Credit Insurance Premiums

L % of GDP
Rtlion| U/ mmmm Other Investment: Liabilities Credit Insurance Penetration (RHS)
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Sources: CEIC
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Bank-Insurance Link: Significant Role of Credit Insurance

General Insurance Industry: Credit Insurance Claims & Loan at Risk, 2020
Credit Insurance Premium Market Share, 2020
= Credit Insurance Claims Loan at risk (rhs) 9%
tn Rp
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Sources: NAIC (US), Insurance Europe (Germany and France), CEIC (China), OJK
(Indonesia), MoS (Singapore)
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Data Center-Capacity (2020)

Data Center Capacty

Country GDF per caplta (W)
Luxsnibo urg US5115E73E 1B 5503 E:Ehihit 3. The Hlustrative Model of Cross-border Dataflow
Singapore USS55.797.7 217503 Trilemma
lceland USS59. 2701 12,1803 Data monetization
Natherland Us552.357.1 5 8003
australla w5552 518.3 4, 7TES
Canmada USS4B 0726 3,350 A
Bel gium 544554 3 BYT [I B
Mew Zealand UsC4al1.477.9 2,712
United Kingdom USDAD.2ZBAE 3,509 N
lapan Us0D39. 5389 3, 15D
Itaky UsD31. 6762 447
South Korea U531 489,1 1. 595
Spain UsSD27.063.2 319 Privacy and security V Cross-border data flow
iCzech Republic 5522 5322 431
Po I"I:I.Iﬁ| Lﬁm.ﬂ?, 1 Jp Source: IFGP Research
Poland Us515.655.1 271
Indonesia [2020) 503 B E9,58 725
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Financing the Transition to Green Economy

Green Bond Outstanding... ...Remains Very Low in Comparison to Others
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Mar-2016 Mar-2017 Mar-2018 Mar-2019 Mar-2020 Mar-2021 N N N
China  SouthKorea Japan  Malaysia  Thalland  Singapore Philippines Indonesia  Vietnam

s Governmant FCY{LUSD milions mmm Corporate FCY{USD millions) . N . - -
8 Govemment FCY[USD milions) @ Corporate FCY{USD millions) = Govemment LCY{LSD millions)

Government LCY(LSD millions mmmm Corpoeate LCY(USD milions)

# Corporate LCY(USD millions) @ Total Countol Bands (RHS)
s % of Grgen + Sustainable Bonds of Tolal Bonds (RHS

Source: ADB, IFGP Research Calculation. Source: ADB (as of 2020), IFGP Research.
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Indonesia’s Pension Funds: Financing Aging Population & Economic Growth

The Coverage of Indonesia’s Pension Funds is Still Very Limited Coverage of Indonesia’s Pension Funds Is One of the Lowest
and Almost Non-Existent in the Informal Worker Segment Compared to Peers (% of total workforce)

Labor Force Based on
Sakernas
128.5 Mn August -2020 60
2020 (OJK)*
Formal Worker
50.7 Mn 40
Pension Fund Program
Participants 20
17.5 - 20.6 Mn*
BPJS Ketenagakerjaan, Taspen,
& ASABRI.
4.3 Mn 0 _ _ _
DPPK-PPMP, DPPK- = = - g
PPIP, DPLK CU(UQ_-O(U >\(U—('U-O>\-OCGC{-O
S » a S m o Nocc oc a Q
= T R g g B
c O = 0L > — oy T < £ ¢
0.2 Mn Informal Worker = f ('—U © = c m v = E O ©
(HT) o) < = © = = D m Cc D
5 o - s O L o o
*With JP 17.5; JHT 20.6. Range is made to avoid double c (D D
counting between JP & JHT ¥
Source: OJK, Ministry of Finance, BPS, IFGP Research. Note: Pension fund’s participation data is taken from the Ministry Source: ILO, IFGP Research. Note: The data is the proportion of the workforce that is
of Finance & OJK in 2020. Labor force figures are taken from SAKERNAS August 2020. Formal & Grouping of the Informal actively paying premiums to the total workforce

refers to BPS grouping. *With JP 17.5; JHT 20.6. Range created to avoid double counting between JP & JHT
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Indonesia’s Pension Funds: Untapped Resources for Long-Term Financing

Penetration Penetration

I k 5 =4l Penetration Coverage
Pension Plan (IncreaseO]l(nG%on)erage, % (Increas(ye0 |(|)1f((:30Dn;;|but|on, (Total Effect, % of GDP) (Million of V\g/]orker)

Actual 4.79 4.79 4.79 20.82

BPJS TK 2.73 2.73 2.73 15.80

ASABRI 0.21 0.21 0.21 0.90
CTESREN R N 1.85 2% g SN o PRl |8 31— LESZ=man e || e el N
Potential (Asia) 6.57 9.33 10.45 27.77

BPJS TK 451 5.12 6.25 22.75

ASABRI 0.21 0.42 0.42 0.90

TASPEN 1.85 3.78 3.78 4.12
Potential (OECD) . 1274 . 37 2955 . 5885

BPJS TK 10.68 6.25 24.42 53.83

ASABRI 0.21 0.51 0.51 0.90
_TASREN 7 1 A . LT o DR | e e —— SSEZQVINT P
Potential (Selected Country Case) 15.16 13.62 35.42 69.20

BPJS TK (Japan Standard) 13.10 5.75 27.55 64.18

ASABRI (Malaysia Standard) 0.21 0.65 0.65 0.90

TASPEN (UK Standard) 1.85 7.23 7.23 4.12

Source: IFGP Research Calculation. Note: We calculated the penetration using 3 methods, quantity, price, & total (quantity + price). For quantity effect, we multiplied the baseline penetration with the ratio between
baseline & proposed coverage. For price effect, we multiplied the baseline penetration with the ratio between baseline & proposed contribution. For total effect, we multiplied the quantity effect with the ratio
between baseline & proposed contribution. Proposed scenarios are based on the potential average of Asia, OECD, & Selected Country Case
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Insurance: Searching for a Strong Path to Expansion

IFG

1 o,
Assets (% of GDP) Penetration (%)

Count .
it Life Insurance General Insurance
Insurance Life In(S}lfII‘:lel‘f:(-ll & Social Mandatory Indonesia 1,4 0,5
(overall) insurance . Insurance Insurance 2
Reinsurance Malaysia 4 1,5
Thailand 3,4 1,9
2015 7,4% 3,3% 1,2% 2,0% 1,0% Singapore 7,6 1,9
[0) 0, 0, o, 0,
2016 8,1% 3,6% 1,2% 2,3% 1,0% General Insurance Premium,
2020 General
2017 8,7% 4,0% 1,1% 2,5% 1,0% Country PR
Ratioto Per Capita e 2020 (%) P
0 0 0 0 0 g a market 2020 9
2018 8,7% 3,9% 1,2% 2.7% 0,9% GDP (%) (USD) %) *
2019 8,6% 3,6% 1,2% 2,0% 0,8% Germany 4 1827 43 19,6
South 5,2 1691 2,5
2020 8,5% 3,4% 1,2% 3,1% 0,8% Korea ’ ’
Singapore 1,9 1110 0,3
Source: Swiss Re. Note: Penetration is calculated Thailand 1,9 139 0,3
by calculate premium as % of GDP Indonesia 0,5 17 0,2

Malaysia 1,5 153 0,1
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Restructuring: Asset Size Matters (1/2)

Changes in Equity Based on Asset Size

in trillion Rp

Foreign /Joint Venture Pre-Covid Post-Covid Change (%)

1T<x<5T 2,87 2,79 -2,9%
5T <x < 10T 7,49 8,41 12,4%
10T < x £ 25T 17,42 18,05 3,6%
x> 25T 34,39 39,62 15,2%
Local Pre-Covid Post-Covid Change (%)
x<1T 1,23 1,18 -4,3%
1T<x<5T 3,21 3,23 0,9%
5T<x < 10T 7,29 7,86 7,9%
10T < x £ 25T 5,22 5,54 6,2%
X > 25T 2,98 3,41 14,4%

x = Total Asset

Source : AAJI, IFGP Research Analysis. Note: Pre Covid based on average Q1-2018 to Q4-2019. Post Covid based on average Q2-2020 to Q2-2021.
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Restructuring : Asset Size Matters (2/2)

Risk Based Capital (RBC) Ratio Based on Asset Size

Foreign / Joint

Venture Pre-Covid Post-Covid Change (%) Local Pre-Covid Post-Covid Change (%)
1T<x<5T | 1120% 874% -22% x<1T 510% 456% -11%
< 0 0, _90
5T<x<10T = 846% | 852% 1% IT<x<ST | 327% | 320% 2%
5T<x<10T 233% 140% -40%
10T < x < 25T 717% 670% -7%
10T<x<25T 732% 747% 2%
x> 25T 547% 639% 17% x> 25T 390% 5289 359

X = Total Asset

Source : AAJI, IFGP Research Analysis.
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Literacy: a Foundation to a Credible and Sustainable Development

» Financial literacy in the insurance &

Pawn Shop 5 -
pension fund sectors is low.

Financing Institutions

» Literacy at different levels (public,

Capi R industry and policy maker/regulator)

Pension Funds

« Regarding to the World Bank (2010)
study, financial deepening must be
supported by strong financial literacy
and strong consumer protection

10 20 30 40 framework.

W 2019 m 2016

Insurance

Banks

o

Source: OJK
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