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POLITICS 

Experts back constitutional commission  
A number of experts in constitutional law have backed President Susilo Bambang Yudhoyono’s move for an independent commission on amendments to the Constitution, despite political party attempts to control it. 

Experts A. Irman Putrasidin and Saldi Isra were quoted as saying by Kompas on Friday (1/2/08) that Yudhoyono’s move was in line with both the law and political ethics.

They said any citizen or institution had the right to recommend changes to the Constitution, adding that it was in fact imperfect in its present form. 

“It is correct that it is the People’s Constitutent Assembly (MPR) that must decide on amendments to the Constitution but research and suggestions for changes can come from anyone,” said Putrasidin. 

Isra added that Yudhoyono’s move was in fact a very democratic one, especially since he had said there would be no attempt to influence the findings of the commission.  

Earlier, political analysts said it was unlikely that the president’s suggested time-frame - in which amendments would be in place to govern the next administration, to be sworn in at the end of 2009 – could be met. 

Any attempt to rush amendments through would be likely to be met with rejection by a majority of the MPR, they said.


Militants jailed for terrorism 

A court on Friday (1/2/08) handed down jail sentences of eight to 10 years to six militants for committing acts of terrorism, Agence France-Presse reported. 

Judge Lexy Mamoto said 36-year-old Maulana Yusuf Wibisono, alias Kholis, was guilty of committing acts of terror and acting in a leadership role in the Jemaah Islamiyah (JI) network.

"The defendant was proven convincingly to have carried out acts of terror and has been sentenced to 10 years' imprisonment," he said, reading out the verdict.

Mamoto said Wibisono "created social and political disturbance and damaged the country's image," but had shown remorse and been cooperative during his trial.

He said Wibisono had been the branch leader of a military wing within JI that was led by Abu Dujana, currently also on trial.

Wibisono had arranged the transfer of 100 kg of TNT to the restive Poso region in Sulawesi and had undergone military training in different locations on Java with several other men.

In a separate trial, Judge Makmun Masduki handed down a 10-year jail sentence to 40-year-old Sarwo Edi, who was also a branch leader of a military wing within the JI network.

Masduki said Edi was an instructor in armed training exercises in Java and arranged the transfer of explosives and weapons to Poso.

The court later in the day also handed down 10-year terms to three others, and eight years to one more for involvement in the transfer of explosives and weapons to Poso.

REGIONS

Jakarta: Torrential rains wreak havoc
Three people died in flooding in Jakarta on Friday (1/2/08). Parts of the city were engulfed by up to 1.5 meters of water, displacing around 7,000, a health official said.


"We can confirm three people were killed in West Jakarta after being washed away by the current," Rustam Pakaya, head of the health ministry's crisis centre, told Reuters. Pakaya said that 6,820 people were still in shelters across Jakarta.

The toll road to Soekarno-Hatta Airport remained under 80 cm of water on Sunday morning, but returned to normal in the evening. The airport itself was closed for most of Friday due to heavy rain and poor visibility, and many flights were unable to leave until hours later. Forty-three flights were delayed and 21 diverted to other airports, a spokesman for the airport, Hariyanto, said Saturday.

In West Jakarta, Jl. Daan Mogot remained badly flooded, while the Pulo Gadung area of East Jakarta was also badly affected. Transjakarta Busway services in the two areas were cancelled when people who had to leave their houses took up residence in the Busway stops, according to news website Okezone. 

'Grand design' for regional map: Ministry 

The government is finalizing a 'grand design' for Indonesia’s regional subdivisions that should be completed this year, Home Affairs Ministry spokesman Saut Situmorang said on Thursday (31/1/08).
 
The grand design, said Situmorang, would determine the ideal number of provinces and regencies for the nation, adding that the issue was being considered from a number of aspects, Kompas reported.
 
These aspects included economic sustainability, demographic issues, governmental capacity and others. 
 
A total of 174 new administrative units have been formed since the Law on Autonomy was introduced in 1999 and all were now be evaluated, said the spokesman. 
"We need to look at what the process of decentralized has achieved and the welfare of the public, together with improvements in standards of public service," Situmorang said.   
 
Separately, Alfitra Salamm, a researcher from the Indonesian Institute of Sciences (LIPI), said that a grand design is urgently needed to organize the creation of new regional administrative units. 
 
"The grand design must be based on national interest and should involve the president himself," Salamm explained.

The government and the Regional Representatives Council (DPD) agreed on January 25 to temporarily halt discussion of bills initiated by the House on the creation that would create new provinces and regencies across the country. 
 
Head of the DPD Ginandjar Kartasasmita suggested the deliberation of the bills be postponed until the 2009 general election has been completed. The president is expected to announce his decision on the bills soon.

The government and the DPD also agreed to evaluate 173 new provinces and regencies which have been created since 1999 and those which are not successful will be integrated into other existing regions.

In the meantime, the DPD's evaluation showed that about 10% of the 174 regions failed to accomplish the goal of improving welfare. "Research was conducted in the regions that have resulted from the  regional expansion scheme since 1999," said DPD deputy chairman Irman Gusman.

The deputy chairman said he believed that the creation of new provinces and regencies should be the business of government alone. (Kompas/SS/Koran Tempo)
ECONOMY 

Exports at record, inflation jumps 

Indonesia's trade surplus surged to $4.06 billion in December from $2.27 billion the previous month on strong exports, but inflation jumped in January to its highest level for two years, the Central Statistics Agency said Friday (1/2/08).

Exports rose to a record $10.86 billion from $9.81 billion in November, mainly due to a $975.3 million increase in the value of crude palm oil exports, Dow Jones Newswires reported.

The value of CPO and other vegetable oil exports more than doubled to $1.69 billion in December from $719 million in the previous month. Meanwhile, imports slid to $6.80 billion from $7.54 billion in November.

The data showed that Indonesia booked a $9.69 billion deficit in oil trade in 2007, widening from $5.90 billion in 2007 due to rising oil prices globally.

For overall trade, Indonesia booked a $39.6 billion trade surplus in 2007, slightly lower than $39.7 billion in 2006. Total exports rose 11% on year in 2007 to $113.99 billion. Imports gained at a faster pace of 22% on year to $74.40 billion due to a 15% on-year increase in oil imports. Non-oil and gas exports rose 15.5% to $91.94 billion in 2007.

The European Union was Indonesia's biggest trading partner, removing Japan from the top spot, with non-oil and gas exports during 2007 reaching $13.3 billion against $12.03 billion a year before, Thomson Financial reported.

Japan came in second, with non-oil and gas exports of $13.10 billion against $12.2 billion in 2006. The US was third, with non-oil and gas exports amounting to $11.33 billion against $10.68 billion in 2006.

The inflation rate increased significantly in January, coming in at 7.36% against a year ago partly on higher food prices, BPS said. Inflation was 6.6% year-on-year in December.

The consumer price index rose 1.77% in January compared with December, at the upper end of expectations, Agence France-Presse reported. January's on-month CPI rise was the highest in any month since October 2005.
Ali Rosidi, deputy chairman of BPS, told a press briefing that food prices rose 2.8% from December and prices of processed food, beverage, and tobacco gained 2.0%. Housing, electricity, water, gas and fuel prices increased 1.8%, while clothing was up 2.3%.

The sharp spike in the CPI supported comments from some analysts who said Bank Indonesia may need to tighten policy this year to prevent excessive inflation, Dow Jones reported.

The analysts said the central bank is likely to maintain interest rates at current levels, at least for now, even though rates are trending downward globally.

The government on Friday unveiled new measures aimed at containing prices of food staples, targeting palm oil-based cooking oil, wheat flour, rice and soybeans, Reuters reported. 

"Rising oil prices and certain commodities have had an impact on local prices which affect people in low-income brackets," President Susilo Bambang Yudhoyono told reporters at the presidential palace, before the measures were unveiled by the chief economics minister, Boediono. "The measures aim to stabilize local prices," the president added.

A rally in global commodity prices has helped push wheat, palm oil and soybean prices to all-time highs, hurting many in a country where millions of people live on less than $2 a day.

Boediono said that the government would apply a maximum palm oil export tax at 15%, against a maximum of 10% currently, if crude palm oil trading on the global market tops $1,100 a ton.

"We will continue progressive export taxes on palm oil, including raising the palm oil export tax," he said.

The government would also keep in place a program under which local palm oil-based cooking oil prices are subsidized by scrapping a 10% value-added tax imposed on cooking oil sold by refiners to distributors.

On soybean prices, aside from scrapping a 10% import duty, the government would also subsidize local soybean prices by Rp1,000 ($0.11) per kilogram for six months.

Boediono said a 5% import duty on wheat flour would be scrapped, as well as a 10% value-added tax on wheat processed by domestic flour millers.

The government would also increase the allocation of subsidized rice for poor families to 15 kg per family per month from 10 kg, Boediono said. The government has allocated Rp3.6 trillion for food subsidies this year.

Jakarta share prices closed 0.7% higher Friday led by mining and plantation issues, though gains were capped by the fall in interest-sensitive stocks after inflation rose far higher than expected in January, Agence France-Presse reported. The Jakarta composite index closed up 19.57 points at 2,646.82.

The rupiah strengthened to 9,200/9,210 to the US dollar, compared to 9,245/9,255 late Thursday.

Indicators: 
	 
	November
	December
	Full year 07/
Full year 06
	Trade surplus

for 2007

	Total exports
	$9.81 billion
	$10.86 billion
	$113.99 (+11%)
	$39.06 billion

	Non-oil & gas exports 
	$7.73 billion
	$8.36 billion
	$91.94 billion (+15.5%)
	

	 
	December

(y-o-y)
	December

(m-o-m)
	January

(y-o-y)
	January

(m-o-m)

	Inflation
	6.59%
	1.10%
	7.36%
	1.77%

	 
	Full year 2005
	Full year 2006
	Full year

2007
	

	GDP growth 
	5.60%
	5.5%
	6.3%*
	

	Tourist arrivals 
	November
	December
	Growth/loss (m-o-m)
	Growth/loss

(y-o-y)

	
	398,983
	431,001
	8.1%
	10.3%


*Government estimate 

Source: Central Statistics Agency 

BUSINESS BRIEFS

MACROECONOMY 

Govt. to focus on controlling inflation rate: minister

The government will focus its attention on controlling the inflation rate in anticipation of the impact of risks arising from the interest rate cuts by the US Federal Reserve, the finance minister said, Asia Pulse reported Friday (1/2/08).

"Signs of the impact of the US economic slowdown on the global economy are already noticeable. But this does not mean that our economy will grow by less than 6%," Sri Mulyani Indrawati said.

The government will focus on controlling the inflation rate because it was related to poverty reduction efforts and the people's purchasing power, she said.

"The president wants all food-related costs reduced. The steps we have already taken are reducing import duties and taxes," she said.

She said if Indonesia wanted its economy to grow by more than 6%, the consumption sector must contribute between 2% and 5% to the growth.

Rp3.7T raised in bond auction 

The finance ministry raised a total of Rp3.7 trillion ($397.2 million) at an auction of two- and five-year zero coupon bonds on Tuesday (29/1/08), above its target of Rp3 trillion, Reuters reported.

The ministry raised Rp2.75 trillion from the ZC004 series of bonds, which mature on February 20, 2010 and were priced to yield 8.25%.

The ZC005 series of bonds, which mature on February 20, 2013, were priced to yield 9.41%.

Indonesian bonds have attracted strong interest from foreign and domestic investors because of the relatively high yields, particularly following the recent cut in US interest rates.

Govt.'s 2007 asset sales at Rp1.57T, above target
State asset management company PT Perusahaan Pengelola Aset (PPA) generated Rp1.57 trillion from asset sales in 2007, slightly higher than its target of Rp1.5 trillion, PPA president Mohammad Syahrial said Monday (28/1/08), Thomson Financial reported.

Syahrial said PPA also posted pretax profit of Rp71 billion last year, well over its target of Rp12.9 billion.

PPA is scheduled to cease operating on February 27 and the government has asked the company to prepare the necessary steps prior to its closure, he said.

The PPA is in charge of selling government assets that were taken over from the private sector following the 1997 financial crisis. Proceeds of the asset divestments go to help fund the state budget.

2008 forex reserves seen rising
Foreign exchange reserves are expected to reach $70 billion by the end of this year from $54.9 billion at the end of last year, central bank governor Burhanuddin Abdullah said Monday (28/1/08), Reuters reported.

Abdullah told a parliamentary hearing he expected the higher foreign exchange reserves to come from a surplus in the country's balance of payments this year. "The balance of payments surplus will likely increase in 2008, which will boost foreign exchange reserves to $70 billion by the end of 2008," Abdullah said.

INVESTMENT 

BlueScope Steel to invest $113M for expansion 

PT BlueScope Steel Indonesia plans to spend $113 million this year on almost trebling its production capacity so that it can meet growing demand for steel products, the company's chief said on Wednesday (30/1/08), Reuters reported.

The company plans to expand production capacity at its coated and painted zinc aluminium steel plant to 270,000 tons a year, from 100,000 tons currently.

"The expansion aims to meet increasing demand in the region," said Rob Crawford, chief of BlueScope Steel for Malaysia and Indonesia.

The company is an Indonesian unit of Australia's largest steel maker BlueScope Steel Ltd which makes flat steel products for the building and construction industries.

Bank Mega offers to buy stake in airport railway 

Bank Mega has offered to buy the 15% stake offered by PT RaiLink in the Rp4.5 trillion ($500 million) rail tract project to provide alternative transport to Jakarta's Soekarno-Hatta airport from the city center, Asia Pulse reported Thursday (31/1/08).

PT RaiLink said earlier that new investors were needed with the cost swelling from Rp2.2 trillion to Rp4.5 trillion to build the 32.7 km railway from Manggarai station to the country's largest airport. 

RaiLink commissioner Ronny Wahyudi said Bank Mega has offered to buy the stake worth Rp675 billion from the consortium grouping PT RaiLink, PT Jasa Marga and PT Wijaya Karya. 

Two state banks -- PT Bank Mandiri and PT Bank Negara Indonesia -- have agreed to provide 70% of the fund, and the consortium is to put up the remaining 15%. 

RaiLink itself is a joint venture between state-owned railway company PT Kereta Api and state-owned airport operator PT Angkasa Pura II. 

The increase in the project cost is caused by the change in plan to build an elevated track for a distance of 32.7 km. 

Indonesia posts fourth-biggest return on equity in 2007

Indonesia ranked fourth in countries with the highest return on equity in 2007 and is likely to perform better this year in line with other investment possibilities in Asia, Deutsche Bank said Wednesday (30/1/08), The Jakarta Post reported.

The return on equity investment in the country averaged 54.1% thanks to the economy that grew by 6.3% last year, Deutsche Bank chief investment officer Chew Soon Gek said.

"Indonesia's position comes after the China free area in third place with 66.2%, India in second place with 73.1% and China's domestic market at 96.6%," she said, citing reports from Bloomberg.

The equity returns in Indonesia, she said, were apparently higher than its "strong" regional counterparts such as Singapore with 28.3% and Japan with minus 4.1%.

STATE CONCERNS 

Agriculture Ministry says food resilience good

A senior Agriculture Ministry official has refuted the notion that the country's food resilience is low, saying Indonesia has several food crop varieties that provide resilience, Asia Pulse reported Friday (1/2/08).

"Our food resilience is high. We have various food varieties which are carbohydrate sources that can replace rice if the country runs low on the staple," the ministry's secretary general, Dr Hasanuddin Ibrahim, said.

He said if the government imports rice it is only to beef up stocks to the required level.

The problem being faced by Indonesia now is the people's low purchasing power and fluctuations in the prices of agricultural commodities in the world market, he said.

"Food resilience is not a matter of stocks only but also of the people's purchasing power," he said adding that the ministry was also implementing food stock decentralization programs, capitalizing on local stocks.

This will enable regional governments and local people to have regional food stocks.

Govt. to establish export financing agency 
The government, in a bid to boost foreign trade, has proposed the establishment of an agency to provide financing, underwriting and insurance for exporters, Asia Pulse reported Monday (28/1/08).

The agency, to be called the Indonesian Exports Financing Agency (LPEI), will replace Bank Ekspor Indonesia (BEI), which was established in 1999 to bolster exports, Finance Minister Sri Mulyani Indrawati said.

Under a draft law submitted to the House of Representatives last week the LPEI will have sovereign status and be treated as a government agency, Indrawati said, adding it will fill the market gap not covered by commercial banks or financial institutions.

The government will need to provide at least Rp4 trillion ($428 million) to be derived from the assets of BEI.

BEI was worth Rp10.1 trillion by the end of 2007, its president Arifin Indra said.

Govt. to lift import ban on US beef
The government will lift the import ban on US beef later this month, a senior agriculture ministry official said Tuesday (29/1/08), Xinhua reported.

The move follows recent audits at two slaughter houses in Minnesota, Minneapolis and Nebraska, Omaha, said Director General of Veterinary Affairs Tjeppy Soedjana.

"We have concluded audits at the two (slaughter houses) and what is left to be done is the health and halal certification," the official was quoted as saying by news website Detikcom.

For the meantime, only the two slaughter houses will be allowed to sell products to Indonesia, he said.

The government banned beef imports from the US in 2004 over fears of mad cow disease and has since allowed only New Zealand and Australia to supply beef.

SOEs

Govt. to offer Krakatau to strategic investors after IPO
Minister of State Enterprises Sofyan Djalil said Monday (28/1/08) that 15% of the shares of PT Krakatau Steel (KS), a steel maker wholly owned by the state, will be offered to strategic investors after it launches an initial public offering (IPO), Asia Pulse reported

Krakatau Steel will sell not more than 40% of its shares through the two schemes, Djalil said.

The IPO will be launched after the share market becomes stable, he said, adding that the funds from the share sales will be used to expand the capacity of the country's largest steel maker.

The production capacity of the company will be expanded to 4 million tons from 2.2 million tons at present, he told legislators in a hearing.

Meanwhile the company said it plans to invest $400 million this year to expand its steel processing facilities to reduce imports of semi-finished steel products, Reuters reported.

The company plans a number of projects including a blast furnace with the capacity to produce 1 million tons of steel slab and a mini blast furnace with production capacity of 500,000 tons of steel slab a year, Fazwar Bujang, the company's president director said Thursday. 

"The projects aim to reduce imports of semi-finished products such as slab," said Bujang. 

Krakatau Steel, the country's sole producer of hot-rolled steel coil and cold-rolled steel coil, annually imports about 500,000 tonnes or 25% of its demand for steel slab, used in production of hot-rolled coil steel. 

Krakatau Steel produced 1.8 million tons of steel products in 2007 or 30% of total Indonesia's steel demand at 6 million tons. 

State banks provide bank guarantee for Dirgantara
Two state banks - Bank Negara Indonesia and Bank Rakyat Indonesia - have agreed to provide a loan in bank guarantee of $100 million to state-owned aircraft maker PT Dirgantara Indonesia, Asia Pulse reported Tuesday (29/1/08).

Dirgantara president Budi Santoso said the support from the two banks will provide a solution to financial difficulties faced by the company in goods procurement.

The bank guarantee is for the procurement of aircraft infrastructure, BNI president Sigit Pramono said, adding the two banks will provide $50 million each.

Pramono said his bank even plans to provide an investment credit to PT Dirgantara.
Merpati orders 10 CASA 212-400 aircraft 
PT Merpati Nusantara Airlines has placed orders for 10 CASA 212-400 twin-prop planes from state-owned aircraft maker PT Dirgantara Indonesia worth around $55 million, Asia Pulse reported Tuesday (29/1/08).

The funds used to buy the aircraft will come through a joint operation scheme with regional administrations, said Hotasi Nababan, president of the state-owned airline, which serves mainly domestic routes, many of them to outlying population centers.

The C212-400 is the latest version of CASA 212 products designed by Spain's EADS-CASA.

Nababan said the 10 feeder aircraft will be used to serve routes in the eastern part of the country including Nusa Tenggara, Kalimantan and Sulawesi.

He said Merpati, which has a fleet of 22 jets and 15 propeller aircraft, will replace all of its old aircraft.

He said the country still needs at least 50 CASA 212 aircraft for commercial flights in eastern Indonesia.

Wika to acquire coal mining contractor
PT Wijaya Karya said it will acquire a coal mining contractor in Kalimantan for Rp1 trillion ($111 million), Asia Pulse reported Tuesday (29/1/08).

WIKA and the contractor signed a memorandum of understanding last week, said Eddy Sularso, corporate secretary of the state-owned construction company.

Sularso refused to give further details of the deal but said WIKA also plans to buy other companies.

The acquisition is part of the company's efforts to increase its income to Rp10 trillion by 2010, he said.

Last year the company was estimated to have posted Rp4.2 trillion in income with net profit of Rp118 billion. This year income is projected to rise to Rp6 trillion with net profit at Rp167 billion.

PRIVATE SECTOR 

Cell phone subscribers grow 51%

The number of cellular phone subscribers in 2007 rose 51% to 96.41 million from a year earlier, Communication and Information Minister Muhammad Nuh said, Asia Pulse reported.

"The increase in the number of cellular phone and FWA (fixed wireless access) subscribers indicates that Indonesia has made remarkable achievement in catching up with other countries in the field of information and communication technology (ICT)," Nuh said at the launching of Indonesia ICT Outlook 2008 on Thursday (31/1/08).

The number of fixed wireless access and fixed phone subscribers increased to 11 million and 8.7 million respectively, he said.

The number of computer owners also rose to 2.5 million in 2007 from 1.8 million the year before, he said.

He said the number of registered Internet service users rose to 25 million in late last year from 20 million in 2006.

Astra Agro plans to expand plantations

PT Astra Agro Lestari, Indonesia's largest listed plantation firm, expects to spend Rp1.5 trillion ($162.3 million) this year on expanding its plantations, a senior company official said on Friday (1/2/08), Reuters reported.

Tjahyo Dwi Ariantono, Astra Agro's investor relations officer, said most of the spending would be funded by the company's own funds.

He said the company plans to increase its planted area by around 60,000 hectares by the end of 2009 and hopes to increase the size of its land bank by 200,000 hectares. 

The company has more than 235,000 hectares of land in Sumatra and Kalimantan, mostly planted with palm oil. 

Astra Agro, controlled by the country's largest automotive distributor, PT Astra International, expects its crude palm oil production to increase by 7.5% this year to 990,000 tonnes on hopes of good weather. 

Bakrie to sell 69% of Bakrie Sentosa
Crude palm oil (CPO) producer PT Bakrie Sumatra Plantations is inviting foreign investors to buy a 69% stake in its wholly-owned unit PT Bakrie Sentosa Persada, Thomson Financial reported Monday (28/1/08).

Under its divestment plan for Bakrie Sentosa, foreign investors should set up an investment company in Singapore as a vehicle to buy the Bakrie Sentosa shares.

Bakrie Sumatra said that after the stake sale it will receive warrants, which when converted into shares later will increase its stake in Bakrie Sentosa to 51%.

Bakrie Sumatra will then manage the oil palm plantations that will be acquired or owned by Bakrie Sentosa, and it will buy CPO from Bakrie Sentosa.

Astra signs loan agreement with foreign banks
Widely diversified corporation PT Astra International has signed a loan agreement worth Rp3.6 trillion ($387 million) with a syndicate of foreign banks, Asia Pulse reported Monday (28/1/08).

Corporate secretary Aminuddin said the loan agreement signed with BNP Paribas, Citigroup, HSBC, Mizuho Corporate Bank, Standard Chartered and Sumitomo Mitsui Banking Corp. on January 25 will be for three years.

The loan will include $280 million in US dollars and the rest in local currency, Aminuddin said, adding the fund will be used for general funding.

The dollar loan will carry an interest rate of 1 percentage point above SIBOR and the rupiah loan interest 1% above SBI (Bank Indonesia certificate)

Toll road developer reports 85% increase in revenue

Publicly listed toll road company PT Nusantara Infrastructure booked an 85% increase in revenue, thanks to increases in toll charges and traffic volume, The Jakarta Post reported Wednesday (30/1/08).

Company director Eko Rahmansyah said unaudited revenue in 2007 reached Rp160 billion, from around Rp90 billion the previous year.

"The 15% increase of toll fares and high volume of traffic on our two tollways - Bintaro Serpong Damai (BSD) in Jakarta and Bosowa Marga Nusantara in Makassar, South Sulawesi - were the biggest contributors to the revenue increase in 2007."

In 2007, the BSD turnpike collected more than Rp2 billion in revenue with total traffic volume reaching 583,545 vehicles, compared to Rp125 million in 2006 with 40,803 vehicles using the road.

The company saw an increase in unaudited net profit of 179%, from almost Rp1 billion in 2006 to Rp20 billion in 2007, Rahmansyah said.

BANKS

Banking credits to rise by 22% in 2008
Banking sector lending, which grew by 21% in 2007, is expected to grow by another 22% this year on the back of a declining trend in interest rates and high demand for infrastructure projects, a seminar heard Tuesday (29/1/08), The Jakarta Post reported.

Standard Chartered Bank vice president Fauzi Ichsan said Bank Indonesia (BI) was likely to further lower its benchmark interest rate to 7.5% by the end of the year due to declining inflation trends and the United States interest rate.

BI lowered its interest rate from 9.75% to 8% between January and December last year.

As the government plans to increase its spending on infrastructure development by 41% this year, Ichsan said commercial banks had the opportunity to increase their loans for infrastructure projects such as toll roads, power plants, telecommunication facilities and ports.

BI approves Texas Pacific takeover of BTPN 

Bank Indonesia (BI) has endorsed a bid by Texas Pacific Group (TPG) to acquire 71.5% of the Bandung-based PT Bank Tabungan Pensiunan Nasional (BTPN), Asia Pulse reported Thursday (31/1/08).

A license has been issued, BTPN president Paulus Wiratama said Wednesday. 

Currently BTPN is 10% owned by Bakrie Capital, 22.61% by Recapital Advisor, 18% by Danatama Makmur, 20% by Fuad Hasan, and 28.3% by state-owned asset management company PT PPA. 

The first four have agreed to sell their stakes to TPG at a price of $200 million and PT PPA is to divest its share to the public in an initial public offering planned to be launched by BTPN in March. 

Wiratama said with TPG, which has stakes in a number of other banks in various countries as the majority shareholder, BTPN is expected to have strong capital structure. 

Japan's Acom bids for larger stake in Bank Nusantara
Acom Co Ltd of Japan said it has launched a tender offer of Rp2,553 a share for another 23.6% of PT Bank Nusantara Parahyangan held by the investing public and private shareholders, Thomson Financial reported Wednesday (30/1/08).

The offer price is 54.7% above the stock's highest recorded price in the 90 days of trading before December 17, when Acom and Mitsubishi UFJ Financial Group Inc's Bank of Tokyo-Mitsubishi UFJ Ltd revealed their plan to acquire Bank Nusantara.

The tender offer began on Monday and will last until February 26, Acom said.

Acom previously bought 55.41% of the bank for Rp447.77 billion.

Bank of Tokyo-Mitsubishi UFJ owns 20% of Bank Nusantara which it bought for Rp161.63 billion.

Australia's CBA injects $26M into Bank ANK
The Commonwealth Bank of Australia (CBA) has injected A$30 million ($26.58 million) in fresh funds into Bank Artha Niaga Kencana (ANK) which it took over early this year, Asia Pulse reported Tuesday (29/1/08).

CBA president director Symon Brewis-Weston said the funds would among other things be used to increase its system networks, improve its human resources and finance its business expansion plans.

CBA officially took over Bank ANK in early January 2008 following the signing on July 26, 2007 of an acquisition agreement.

With the merger, all of Bank ANK's assets, liabilities, licences and agreements were officially taken over by the Australian-based bank.

Saudi investor offers BNI $250M for shariah bank 
A strategic investor from Saudi Arabia has offered to provide up to $250 million to state-owned Bank Negara Indonesia (BNI) to help establish a new shariah bank, Asia Pulse reported Tuesday (29/1/08).

The offer came after BNI Syariah, the shariah unit of BNI and other state banks signed an agreement with Islamic Corporation for the Development of Private Sector (ICD) to establish a new shariah bank in Indonesia.

Vice president of BNI Gatot M. Suwondo said BNI will consider the offer as the bank wants to be the majority shareholder in the new Islamic bank.

Suwondo said BNI Syariah already has assets valued at Rp2.5 trillion, enough to establish a new bank, but if the new investor joins, BNI has to look for additional funds if it wants to be the majority shareholder.

ICD, the subsidiary of the Islamic Development Bank (IDB), alone wants to put up around $95 million in capital.

Bapepam-LK signs deal with Iran on shariah cooperation

Capital Market and Non-Bank Financial Institution Supervision Agency (Bapepam-LK) and the Securities and Exchange Organization of Iran (SEO) signed an agreement on Monday (28/1/08) to enhance bilateral cooperation, especially in the sharia stock market, The Jakarta Post reported.

Bapepam-LK chairman Fuad Rahmany said mutual cooperation with Iran will assist Indonesia to develop its shariah market, with Iran's shariah market enjoying total capital of $50 billion.

Besides cooperating on the shariah sector, the two countries would also exchange training, information and know-how in order to develop institutional capacity and better regulate and supervise their stock markets.

Bank Resona to issue $50M in global bonds 

Bank Resona Perdania, the first Japanese joint venture firm in Indonesia, will issue $50 million in global bonds and Rp 200 billion in rupiah-denominated medium term notes (MTN), The Jakarta Post reported Friday (1/2/08).

President director Akihiro Miyamoto said Thursday that the issuance of bonds and notes would be used to finance expansion of credit and expand networks. 

"We will open several new branch offices. Most likely we'll start with offices in Semarang and Bali," he said of the expansion plan.  At present, the bank has two branch office -- Bandung and Surabaya, and three sub-branch offices. 

Bank Resona Perdania, established soon after Indonesia and Japan established diplomatic relations in 1958, is a joint venture bank servicing Japanese and Japanese-Indonesian companies in Indonesia. 

Last year, the bank booked a 13.72% increase in unaudited net profit to Rp120 billion, up from Rp106 billion in 2006.

POWER 

3 state banks to back crash power program 

Three state banks are set to provide the necessary funds to keep the government's Rp43.235 trillion ($4.8 billion) crash program to develop new power stations on track, Asia Pulse reported Monday (28/1/08).

The state banks - PT Bank Mandiri, PT Bank Negara Indonesia (BNI) and PT Bank Rakyat Indonesia (BRI) will form a consortium to back the program, Bank Mandiri president Agus Martowardojo said.

“The electricity project is very feasible. Demand for power is growing,” said BNI President Sigit Pramono.

Bank Mandiri said it has set aside Rp3 trillion ($333 million) for PLN’s power generating projects. Director Abdul Rachman said the fund will be available when PLN is ready to use it to build its projects.

On Wednesday, PLN signed a loan agreement worth $615 million with China Exim Bank, The Jakarta Post reported.

Under the agreement, the bank will provide loans for the construction of two power plants, $330.8 million for the 600-MW Suralaya coal-fired power plant in Banten, and $284 million for the 600-MW Paiton coal-fired plant in East Java.

Govt. to form new firm to tap geothermal energy

The government plans to form a new state company to take over geothermal energy activities, an official at state oil company Pertamina said on Thursday (31/1/08), Reuters reported.

Dotted with hundreds of active and extinct volcanoes, Indonesia has the potential to produce an estimated 27,000 MW of electricity from geothermal sources.

However, the vast potential remains largely untapped because the high cost of geothermal energy makes the price of electricity generated this way expensive.

Pertamina upstream director Sukusen Soemarinda said the government had decided Pertamina should hand over its geothermal energy activities to the new company.

"Pertamina should focus on oil and gas activities. Pertamina currently has 15 geothermal areas, some of them producing steam," Soemarinda said.

The new firm would be set up as soon as possible, he said.

Energy Minister Purnomo Yusgiantoro has said Indonesia currently generates 850 MW of power from geothermal energy, or about 3% of current production, and plans to increase that to 9,500 MW by 2025.

OIL & GAS 

Oil production begins picking up

Oil production has picked up over the last 10 days, averaging 1 million barrels per day (bpd) from 960,000 bpd in 2007, an official said Friday (1/2/08), Xinhua reported.

The hike was led by the resumption of some major fields operated by Conoco Philips in Natuna and Belanak and Chevron's field in central Sumatra, said Kardaya Warnika, head of the Oil and Gas Executive Body (BP Migas).

The recent development raised optimism that oil production could meet the target of 910,000 bpd as contained in the proposed 2008 state budget revision, he was quoted by leading news website Detikcom as saying.

CNOOC sells $212.5M Tangguh LNG stake to Talisman 

Chinese oil firm CNOOC Ltd has sold a 3.06% interest in the Tangguh liquefied natural gas (LNG) project to Canada's Talisman Energy for $212.5 million, it said in a statement on Monday (28/1/08), Reuters reported. 

CNOOC said that before the transaction, which came into effect on January 1, it owned 16.96% of working interest in the project, which has a capacity of 7.6 million tons of LNG per year.

Talisman, Canada's No. 3 independent oil producer, had filed a lawsuit against CNOOC Ltd, claiming it was entitled to 44% of CNOOC's stake in the project following its acquisition of Britain's Paladin Resources in 2005.

First LNG from the project, which is located in West Papua, is expected in late 2008.

MINING

Domestic market to absorb more coal: Industry 
Indonesia isn't expected to be able to meet rising demand for coal from overseas buyers due to rising demand in the domestic market, an industry official said Monday (28/1/08), Dow Jones reported.

"There is increasing demand for coal exports, mainly from China and India, but we can't meet all demand as we must also safeguard domestic supply," Indonesia Coal Producer Association Chairman Soedjoko Tirtosoekoetjo said.

Demand from overseas buyers for Indonesian coal is expected to increase by 8 million metric tons from 2007, while domestic demand will likely increase by 5 million tons to 50 million tons, he said.

Indonesia's coal exports likely totaled 155 million tons in 2007, up from 148 million tons in 2006, he estimated.

Late Friday, China halted coal exports due to shortages in domestic supply partly caused by bad weather. South Korea, Japan and Taiwan, which are the main buyers of Chinese coal, will likely be seeking alternative supplies.

Bumi posts 35% rise in income, sees revenues rising 
PT Bumi Resources, the country's largest coal producer, chalked up an estimated $2.5 billion in income in 2007, a 35% rise from 2006. 

The surge in income was attributable to coal price hike and increase in coal export volume, vice president for Investor Relations Dileep Srivastava said Wednesday (30/1/08), Asia Pulse reported.

The company's coal price rose 8% to $44.06 per ton in 2007 and volume of exports increased 11% to 55.5 million tons.

He said the company achieved around $900 million in net profit last year.

Srivastava said exports are expected to rise by the same rate of 11% this year, while prices could still rise almost 50% to as much as $150 a ton due to a supply squeeze, Reuters reported.

The sharp rise in coal prices could boost Bumi's revenue significantly as it expects at least a 25% rise in its 2008 average coal prices from last year, he said.

"Currently the production from China, India, Australia, and South Africa is limited. Therefore coal prices can increase to around $125-150 a ton," Srivastava said.

Srivastava also said Bumi, controlled by the family of Indonesia's chief social welfare minister Aburizal Bakrie, is aiming to produce 65 million tons of coal this year and will gradually boost output to 100 million by 2010.

Newmont pays more royalties, taxes 

PT Newmont Nusa Tenggara, which operates a copper and gold mine at Batu Hijau, West Nusa Tenggara, increased its royalties payments and taxes to the government by 76% last year, the company stated in a press release on Wednesday (30/1/08).

Newmont paid Rp2.29 trillion ($243 million) in 2007, as compared Rp1.3 trillion in 2006, the release said.

The largest tax component in 2007 was a corporate income tax payment of Rp1.5 trillion, followed by income tax at Rp170 billion and Rp160 billion for royalties.

Star Emmsons acquires coal mines 

India's Star Emmsons Resource has acquired Bara Energy Makmur (BEM), a company with two coal blocks, in an attempt to line up supplies for a plant its parent is setting up in India’s southern state of Tamil Nadu and to trade in coal, LiveMint.com reported Wednesday (30/1/08).

Star Emmsons is a 70:30 joint venture between Dubai's ETA Star Group and India's Emmsons International Ltd.

Confirming the acquisition, ETA Star director Hameed Syed Salahuddin said the company would like to acquire more coal mines in Indonesia.

Salahuddin declined to comment on the cost of acquiring BEM, which has between 150 million tons and 250 million tons of coal reserves.

Star Emmsons' newly acquired mines in Indonesia will have a production of 12 million tons a year—half of which will go to feed a Tamil Nadu power project.
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