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FOREWORDS

af 1 arts of human life
“conomic, business, and social sciences are sorqe of the i[n;o; ;ﬁﬂiﬁ?& ir:“agc £
peeif] P rease .
1 fically a country in order 1o ¢ i ‘ he world
E»Eﬂﬁﬁl;ﬂa‘i . f:V'ldcm.‘.G: from researches around the world Shﬂi‘rvlﬂgb, that 1:[}10 SE;tcfemdu .;I,:iﬂl;l
:‘hzre,a-;pma}r;t role in a country's development such as in eradic:flttﬂ_ll Fi ni];:a: :é N
n; inrznmc imbalance, and increasing economic growth, Inits turn, 1

i 1 is wi pientiall
‘welfare and thus lift up s prestige in the mternatml?al world. Thl:‘i w:}lx :}fn T ¥
saze faraign investment which will stimulate a sustalneble economic & .

veare, Universitas Nanesi Takarta /TN has cesntain it e B AT
crriviar aecivities refated with Economic, Business, and Social sciences in the
fonzl levels. Those activities are venues 1o develop and communicalz varions

2 developments of the scicnces to the public, government, private partics, state-
“prises, observers, and users,

swer, the findings and development in those three disciplines, especially ones produced
ademicians either domestically or intemationally, have yet to be informed to the general

“. While actually there are many which can be learned from the findings resulting from
esearches.

) as a further education mstitution has played its role in educating the people; since 1964,
las graduated more than 100,000 alimni. At the moment, UNJ has approximately 10,000
five students which make 1t the largest in Indonesia. This serves as an cvidence that UNT
as and will continue to find ways to develop and inform sciences to the general public.

T

ore, to face the above-stated phenomenon, UNJ fogether with Sahid Umversity,
iversitas [slam Malang, UPT YAL IKOPIN, Universitas Jenderal Achmad Yani, STEMBI
idung, Universitas Tama lagakarsa, Kalbis Institute, Universitas Tslam Negert — Jakaria,

Universitas Bunda Mulia, Universitas Duanjda — Rogor, Universitas Singaperbangsa —
ang, STIE - TRBL




UNJ commit to hold the International Research Conference on Management and Business
(IRCMB} on 6 August 2016 in Jakarta, Indonesia. This conference is hope to scrve as a
Torum to exchange ideas and cxpericnces on findings and thoughts presented in empirical and
theoretical assessments among Indonesian and overseas academicians.

This inlemational scientific conlerence is hoped o provide thoughts and develop scicnees as
well as practices in the fields of rezearch hased-economy, business, and social, as well as
honing the skills of academivians, students, and practitioners in conducting critical researches
and asssssments especially in the fields of econemy, business, and social sciences.

We ceeply say many thanks to all who make thizs conference happensd. The success of
IRCMB depends completely 1o researchers who have written and submitted papers on a
variety of topics. In its first year, IRCMB reeeived 128 papers, and only 105 papers appear to
be presented in the conference (an acceprance rate of 0.82). We are henored to have Prof.
Joseph Cherion as our keynote speaker. Thanks are alsc deserved lor the commitiee members
for therr contributions to this conterence

[N

Finally, we welcome you to Jakarta, Indonesia. We hope that vou will have a good time to
siec the city,

Dr. Dedi Purwana, E.S.. M.Bus

1Jean of Faculty of Feonomics Universitas Negeri Jakarta

Dr. Gatot Nazir Ahmad, M.Si

Conference Chair

1
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The good news in retirement savings & finance

»  Tne good news is advances in finance theory, financial market
inrovations, and financial information technology make it possible to
improve the welfare of people who are trying to provide for their own
financial security.

«  (Of course, government has an important role in all this, example:

a) providing for a minimun level of suppart to the most vulnerable in society
throughout their [Fecycle,

B} im guarantesing some form of lew-cast and fully-funded retirement life
annuities

c]  and soon.

Three big worries around the world, including here in Asia

1. Lackadaisical real economic growth, low productivity, geopolitical risks

2. Lack of infrastructure and CapEx spend

3. Ageing population and retirement adequacy problem < which is our
focus for today

Myths versus reality

Farl ol our jub here Loday is te separate “acts frorm faliacies and myths when investing in
financial assets and when irvesting for our future well-being,

yth 1: Saving is for the shart run, imesting is for the long run.

Reality: Saving means income minus consumption; investing means selzcting your
portfalio of assets lincluding cash) to ensure your well-being during yaur 2ntire lifecvele,
including during retirement.

Myth 2: The anly way to reduce risk is to dversify across asset classes over the long run.
Reality: 1he simplest ways to reduce risk are to hedge, insure, or hold safa assets, like
life annuities issued B guaranteed hy a credible government.




Optimal retirement strategy: Hope for the best, prepare for the
worst

* Itis a tact that the best way to achieve future spending targets is with guaranteed
inflation-indexed life arnuities. Why? Because the income derived frem such
annuities are designed to match your futiere retirerment spending needs over the rest
of your fife {a.k.a. perscnal assetf/liability management or ALM),

» Ceonventional investment advize today is hased an the mistaken principle of “time
diversification,” which inadvertently has ‘ed to retirement portfolios that are riskier
than investoss realize,.. until it 15 too late!

v My mottoin retiremant planaing is ta always hope for the best, but prepare for the
Worst,

While preparing for the worst in Asia

How do §plan to get there?

L. Buy safe securities: Save up enaugh sol can buy inflation-indexed retirement life
annuities 1o sufficiently fund my basic relirement expencitures {= consumption &
health care needs), which life annuities are preferably puaranteed by the
Goverrment £ personal assetfliability management [ALM),

2. Work longer: Extend my retirement age if recessary.

3. Home monetization schemes; Take g reverse mortgage, rent out a room or
downsize o my persona! proparty to supplement my retirernent income. If personal
propesty isa larpe component of your wealth [as in most Asians”’ case), your first
goal would be to maonetize this assat if the reed adses in retirement!

Preparing for retirement expenditures in Asia

What are my 3 MAIN CONCERNS wilh respectl Lo m:,r retirernent funding
needs?

A. Receiving a reasonable payout every month,

B. Payouts that last for as long as | live.

C. Payouts that keep pace with inflation (or cost of living).

Additional thoughts

= Becognizant of the “correlation risks" between your cash assets, human capital and
personal property.

= Example, all glse held constant {ceteris paribush:

b

+*

o

& real estate agent should not be as invested in REITS as 2 haalth care workar.
A steck brolor showid not be oy invested inequities 25 a civil servant or tenured profassorn
il Gross should De tess investad in bongs than a stock brake

An dzian Cheavily ineestad iv personal groparty] shawd be less invesizd in RETTS thar 2 Swiss
natianal wha usually rents kis'her apartment,

fnd soan..




The perfect product: Inflatian- ndexed e annulty with upelde participation
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Melbourne Mercer Global Pension Index Ranking (MMGPI)

+ Leading benchmarking scheme of 25 public and private
pensions & retirement savings systems around the world using
over 40 indicators of retirement pillars:

+ Adegquacy — basic pensions for the poor, sufficient income stream
for the rest, otc,

o Sustairability — over 70% participation & contribution rates,
sufficient retirement assels in place, etc.

<+ Integrity —well-regulzted, transparent, pood communications,
well-funded, etc.

1z

Case Study: indonesio

2015 Melbourne Mercer Global Pension
index {MMGPI] Rankings

2015 Melbourne Mercer Global Pension Index Ranking
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The perfect product: Inflation-indexed life annuity with upside participation
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] Case Study: Indonesia
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» Leading benchmarking scheme of 25 public and private m indonesia :

pensions & retirement savings systems around the world using i i
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over 40 indicators of retirement pillars:

%+ Adecuacy — basic pensions for the poor, sufficient income stream
for the rest, etc.

%+ Sustainability — over 70% participation & contribution rates,
suflicient retirement assels in place, elc. Y :

<+ Integrity —well-regulated, transparent, good communications, : ’:;_'_':j___:" ki
well-funded, etc. R
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2015 Melbourne Mercer Global Pension Index Ranking
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How does Singapore’s CPF Scheme stack up to the facts? Concluding remarks

Singapore rankes 41 out of 19 courtries in Allianz Interrational Pensinrs 2015° Retirement Income
Adequacy ranking and 10 cut of 25 countries in the 2015 Melbourne Marcer Global Pension Inehes
ranking. Mainly cue o the
% Lack o Pilla* | suaport; albel targetsd assistunuy e (he lower income has inceased quite 3 bit racontiy + Invest early: Start saving for tomorrow in a disciplined marner,
[Communily Haatkh fgest Scherme [CHAS), CornCare, Silver Suppart Schame];
% Hizh cast utliving causine curreat Algher Income ga mers not having the recomem i 60-70% of pre-

To retire worry-free:

o reme-t incarme reeded in retieiment: albat |1} new eALFTE e drojacted to, ard () Ui e, ¥ Buy safe securities first: Fxample, inflation-indexed life annuities,
increased Enhanced fetirement Surm of 241,500 wil helg somaw gt gieen it glalds a much bighe: CPF
Vile anin. ty payaut: araund 31770 - 51,520 per monkh. v \Work longer: If healthy and employasle, delay retring if possible.

= Current reality in Singapora:
% Arequscy: the CFF and hame owrership are e key pillaos That sippart relirerneat. A low-cost (znd . N
sowermian-pusrantaad) CFF Life and various home monetication schames ara aveilabie ¥" Utilize home monetization schemes: Roverse maortgages, rent out rooms or
2 Flewisility & Simplicty: additional fexbility incorporated to cater o the varying needs of downsize!
hetermasnaous graug of membare & reticees, hopefully without confusing the masses;
& Farly witnodrwais Tor nen-retirement purposes rmadlis inlower resirgrment sum balarces, amd bence . , )
iewapr [CBF Lifi) annnnity 2aynuts. v Beware of the correlation risks: Between your cash assets, hurman capital wage
« Meoxt change? income, and persoral property.
g f Mrealt ke anaaity pevout option that helps retlres with increasis in Cre cozt of living?
F Aded-nn @ aeudent private Iovestment plan componant that helps these who wiz2 £ seel higher relorns
15 whilke Balarcing the Higher investroge risks iny olved? 14
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COMPARATIVE ANALYSIS OF CAPITAL STRUCTURE AND ITS
IMPACT ON RETURN ON EQUITY AND MEMBERS ECONOMIC
BENEFIT

Sugiyanto
Institut Manajemen Koperasi Indonesia (IKOPIN}

Abstract
Cooperative development in Indonesia are facing problems mainly related to sources of
capital, equity and lizhility capital resources are very limited. In fact, there are coaperatives
that its capital resources only from equity capital, but there are a cooperatives capital
resources are dominated by debt. The purpose of this study 1o compare the policy of the
Coeperative capital structure which is filled by equity capital with liabilily capital, and its
impact ¢n Return on Equity (ROE) and member economic bensfits (MER). This research
uses a comparative descriptive study, by comparing capital structure conditions and the
impact on ROE and MEB. The results showed thai the capital structure is largely dominated
by their equity capital decrease the ROE because there is no tax deductibility of debt intercst
payments and nising MLB relatively small. [f the cooperative capital is dominated by liability
capital, has a greater impact on improving ROE and MEB. This research contributes to
strengthening capilal structure theory, particularly theory of levcrage.

Keywords: Equity Capital, Lizbility Capital, Return on Fauity and member economic
benefits
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