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Abstract. gail Government Sukuk (Retail Sukuk) is a sharia investment product offered by the government to
individuals. These bonds have the prospect of benefits and interest from investors. This makes this bond product
interesting to study. The assessment of Retail Government Sukuk (Retail Sukuk) will provide an overview for
investors and increase confidence in making investment decisions. This research describes the analysis m‘ess
in assessing government bonds with a case study of bonds series SR018-T3 and SRO18-T5. The method used in
this research is descriptive case study. The data used is secondary data obtained through PHEI. It is hoped that
the presentation of the assfssrmr process presented will increase the knowledge of individuals or investors in
calculating the value of bonds. The results of this research show that the SRO18-T5 value is lower than the nominal
value of the SROI8-T3 bonds
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INTRODUCTION

The capital market is a meeting between parties who have excess funds and parties “60
need funds by buying and selling sccuétics (Tandelilin, 2017:25). For capital providers, the
capital market has a strategic role as an investment vehicle for society, including small and
medium iaestors (Sholikah, Putri, & Djangi, 2022). Meanwhile, for capital seekers, the capital
market is a source of financing for the business world, including medium and small businesses
for business development.

The capital market according to the law is stated in the Capital Market Law no. 8 of
1995 (Rachmadini, 2020) activities related to public offerings and securities trading, public
companies related to the secm&s they issue, as well as institutions and professions related to
securities. The capital market has two functions, namely an economic function and a financial
function. It can be classified as an economic function which provides vehicle facilities that
Eve 2 interests, namely excess funds (investors) and required funds (issuers). Meanwhile, the
financial function of the capital market is the possibility and opportunity to obtain rewards
(returns) for fund owners, according to the investment chosen. In the capital market there are
securities instruments that are popular in the community, namely shares and bonds. From year
to year, trading in the bond market is now starting to increase between these two types of

investments. However, when compared with shares, growth is still quite slow. Capital market
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players use bond market conditions that are not ideal, and the general public does not
understand bond instruments.

Bonds are a type of financial asset and capital instrument (debt) which is classified as
Fixed-Income Capital Market Securities (fixed-income securities) which are bought and sold
in the capital market. According to the Indonesian Stock Exchange report (2010), bonds are
transferable medium-long term debt securities which contain a promise from the issuing party
to pay compensation in the form of interest within a certain period and repay the principal at a
predetermined time to the party purchasing the bond. .

According to Sunarjanto and Daniel (2013), investing in fixed income instruments or
bonds is attractive for investors because of its advantages in terms of security when compared
to shares, namely: (1) the volatility of shares is higher compared to bonds so that the
attractiveness of shares is reduced, and (2) Bonds offer a positive rate of return and provide
steady income. The returns that can be obtained by bond holders are coupons (interest) received
regularly during the investment period until maturity, and potential profits obtained from
selling bonds at a price higher than the purchase price. In general, bond prices will increase if
savings interest rates decrease.

In bond investment, the company issuing the bond has an obligation to pay interest
regularly according to a predetermined period of time and the principal at maturity. Bond
interest payments may result in a change in the bond's rating. This change results in the
possibility of default risk, which is the risk of possible losses caused by the issuer's weak ability
to pay interest and bond principal, while changes in bond ratings are one of the factors that
influence investment direction and are taken into consideration by investors when investing in
the company. Therefore, bond ratings can be said to be an indicator of bond default risk. If
there is a downgrade in the bond rating or receives a rating downgrade warning, the company
will review several of its policies, for example debts that are increasing must be restrained.
Thus, the company will apply accounting conservatism to strengthen financial reports so as to
avoid large losses in the future.

Bonds can be used as collateral or collateral to get bank loans. Apart from that, bonds
can also be used as collateral to buy shares on the stock exchange. Indonesian people prefer to
invest in government bonds rather than corporate bonds. This is known from the investment

behavior survey that was heldKatadata Insight Center(KIC) with Zigi.id and Sisi+.

The survey results showed that 86.1% of respondents bought government bonds, while
only 26.6% bought corporate bonds. If you look at the type, the best-selling bonds were

Indonesian Retail Government Bonds (ORI) which were bought by 59.7% of respondents.
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Retail Sukuk (SukRi) was the second best-selling government bond, with buyers
reaching 39.6% of all respondents. Meanwhile Retail Saving Bonds (SBR) were purchased by
37% of respondents. Furthermore, Government Savings Bonds (ST) were purchased by 26.6%
of respondents, and Government Sharia Securities (SBSN) were purchased by 20.8% of
respondents. Lastly, fixed rate bonds were purchased by 4.1% of respondents. The total number
of respondents in this survey was 1,939 people spread across 33 provinces of Indonesia. The
survey was conducted online using a non-probability sampling method, with a margin of error

in the range of 2.23%. It can be seen from the following table:

\ resporden

Source: Katadata.co.id, data as of 15 February 2022

To meet people's needs, it is important to invest in the sharia sector, considering that
currently the sharia sector economy is experiencing high development, not only in Indonesia
but in several Muslim countries such as Malaysia, Bahrain and other Muslim countries.
(Nopijantoro, 2017) As the development of the sharia economy makes Indonesia a country with
a predominantly Muslim population, Indonesia is in the 10th position in countries with a high
level of sharia industrial sector, halal tourism including sharia invesaent in it. (Feby, 2019)
with the increasing demand for the halal investment sector in 2000, t&]akarta Islamic Index
(JII) was formed as a sharia capital market, there was a separation between the Indonesian
Stock Exchange and the Jakarta Islamic Index so that the public could choose an investment
forum that suited their individual wishes. each, because the two platforms have their own
criteria according to the point of view of each party, monitored from a sharia perspective, the
sharia capital markﬁector, namely as a tool to support muamalah activities. (Kusuma, 2017).

Along with the development of the Islamic economy in Indonesia, the Sukuk instrument
has become one of the financial instruments that is currently developing, and now sukuk is the

most powerful Islamic financial instrument. (Haneef, 2009) The presence of sukuk not only
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appears in the domestic market, but sukuk instruments also participate in international
investment activities. Indeed, sukuk are considered instruments. Sharia finance is able to
support global Sharia economic growth.

In this research, the types of State sukuk that will be discussed are retail sukuk SRO18-
T3 and SRO18-T5, where retail sukuk can be used as an investment vehicle for the community

to invest their capital individually.

LITERATURE REVIEW
Bond
1. Definition of Bond

Husaini and Saiful (2003) state that a bond is a certificate of proof of debt issued by a
limited liability company or certain institutions, bﬁu government and other institutions, in
order to obtain funds or capital, traded in the public, the issuer agrees to pay a fixed amount of
interest for a certain period of time and will repay the principal at maturity.

Bonds can be interpreted as fixed income securities which are issued as proof that bond
holding investors provide debt loans to the bond issuer. Bond issuers are generally
accompanied by interest coupons that will be paid regularly until the bond matures. Coupons
are bond interest iﬁome based on the nominal value. (Irawan and Pramono, 2017).

Bonds as an alternative source of funds for companies contain the consequences of
periodic intere%payments and repayment of bond debt at maturity. Bonds are defined as
publicly traded fixed income debt securities where the issuer agrees to pay a fixed amount of

Bonds are investment instruments that offer a fixed income to their holders and play an

interest for a specified period of time and will repay the principal amount at maturity.

important role in the allocation of funds in financial markets. In an investment context, bonds
also provide a different alternative to stock investments, with different risks and potential
returns. Bond issuance is a suitable alternative for companies or entities that require funding
for long-term projects.
2. Types of Bonds
Based on data from the Financial Services Authority report (2023), the types of bonds

in general are:
1) Government Bonds, namely bonds in the form of Government Debt Instruments issued
by the Indonesian Government. The government issues bonds with fixed coupons (FR-

Fixed Rate series), bonds with variable coupons (VR -Variable Rate series) and bonds

with sharia principles/Government Sukuk.
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2)

3)

Corporate Bonds, namely bonds in the form of debt securities issued by Indonesian
Corporations, both BUMN and other corporations. Just like government bonds,
corporate bonds are divided into bonds aith fixed coupons, bonds with variable
coupons and bonds with sharia principles. There are Corporate Bonds that have been
ted or those that are not rated.

Retail Bonds, issued by the Government which are sﬁl to individuals or individuals
through selling agents appointed by the Government. Usually there are several types,
namely ORI or Retail Sukuk.

Bond Characteristics

According to Krisnila (2007), the general characteristics listed on a bond are almost

similar to the characteristics of debt loans in general, namely:

1)

2)

3)

4)

Bond issuance value (amount of loan funds) In issuing bonds, the issuer will clearly
state how much funds are needed through bond sales. The existing term is known as
"bond issuance amount". If the company needs IDR 400 billion in funds, bonds worth
the same%lount will be issued. Determining the size of the bond issuance amount is
based on the company's cash flow capabilities and business performance.

Bond Term Every bond has a maturity period. The maturity period for mnsamnds is 5
years. Government bonds can have a term of more than 5 years to 10 years. The shorter
the term of the bond, the more attractive it will be to investors because the risk is
considered to be smaller. At maturity, the bond issueris obliged to pay off the principal
of the bond.

Bond interest rates (coupons) To attract investors to buy these bonds, incentives are
given in the form of attractive interest rates, for example 17%, 18% per year.
Determining interest rates is usually determined by comparing banking interest rates in
general. The term bond interest rate 20 is usually known as the bond coupon. Coupon
types can be in the form of fixed rates and variable rates for alternative choices for
investors.

Interest rate payment schedule The obligation to pay coupons (bond interest rates) is
carried out periodically according to previous agreements, which can be done quarterly
or semi-annually. The timeliness of coupon payments is an important aspect in

maintaining the reputation of the bond issuer
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5) Bond guarantees that provide collateral in the form of company assets will be more
attractive to potential bond buyers. In issuing bonds, the obligation to provide collateral
does not have to be absolute. If you provide collateral in the form of company assets or
company receivables, it can be an attractive alternative for investors.
Investrwlt

According to Jogiyanto (2000), investment can be defined as postponing current
&)nsumption to be used in efficient production over a certain period of time. 2 Meanwhile,
according to Sukirno, investment activities carried out by the community continuously will
increase economic activity and employment opportunities, increase national income and
increase level of societal prosperity. This role stems from three important functions of
investment activities, namely

1. Investment is a component of aggregate expenditure, so an increase in investment will
increase aggregate demand, national income and employment opportunities;

2. The increase in capital goods as a result of investment will increase production capacity;

3. Investment is always followed by technological developments,

Bond Valuation

One of the bond assessment factors is that it includes financial elements, so related to
the issuance of bond ratings, companies tend to encourage managers to carry out earnings
management to in%nce the acquisition of bond ratings (Sari, 2010).

According to the Financial Services Authority, maturity on a bond is defined as the date
when the bond holder will receive repayment of the principal or nominal Wc of the bond they
own. One of the characteristics of bonds is that they have intrinsic valEThe intrinsic value of
a bond is the theoretical value of a bond, therefore some authors often assess the intrinsic value
ofa boai as the value of the bond. Intrinsic value is obtairﬂfrom the estimation of the current
value (present value) of all bond cash flows in the future. The value of a bond is influenced by
the coupon rate given the maturity date and the principal value. (Tandelilin, 2001:136).

Bonds are assessed in accordance with bond assessments in general, taking into account
maturity and interest rates (Rohmat, 2012). The present value of a payment can be calculated
by taking into account the nominal future receipts (FV), the number of receipt periods (n) and
the discount rate (r). The general formula for present value is,

1

PV = FV ———
1+
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Meanwhile, to calculate the present value of annuity payments, the following formula

can be applied:
1

PVA = Annuity( l—(ﬁ}

The discount rate will be a function of the expected cash flow risk, with a higher rate
for riskier assets and a lower rate for safer projects. In order for investors to obtain maximum
results, analysis is needed in estimating the bond value between the yield and the time to
maturity.ﬁn analysis that explains the relationship between yield to maturity and bond
maturity is called the term structure of interest rates.

Yield t(ﬁatmity on government bonds is influenced by fundamental macroeconomic
factors such as the consumer price index, interest rates, the rupiah exchange rate, and external
factors of world oil prices. In addition, the bond interest income received is subject to income
tax. The tax withholding rate based on Republic of Indonesia Government Regulation Number

9 of 2021 is 10% (ten percent).

RESEARCH METHODS
The research design applied was descriptive and the research included a case study. The

data used is secondary data obtained from the Indonesian Securities Assessment Authority

(PHELI) using present value data analysis techniques. The objects studied in this research are

SRO18-T3 and SRO18-T5.

RESEzﬁKCH RESULT

Bond valuation is a technique for determining the theoretical fair value of a bond. Bond
valuation includes calculating the present value of the bond's future interest payments, also
known as its cash flows, and the value of the bond at maturity, also known as its face value or
par value. Because the bond's nominal value and interest payments are determined, an investor
needs to be observant in paying attention to the bond's rate of return (yield) to determine
whether the investment decision is the right one. (Ambari, 202%

Bond value takes iﬁ account two main things, namely the present value of the coupon
that will be received, and the present value of the return of the bond purchase. SRO18-T3 and
SRO18-T5 coupons are paid regularly monthly in the same amount (annuity). In calculating the

present value, you can apply the annuity formula (PVA). Meanwhile, the return of bond
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purchases is carried out once at maturity. Therefore, the determination of present value is
calculated using the present value (PV) formula.

The annuity size used is the coupon after being subject to Final Income Tax and n is the
number of payment periods. The discount rate is the yield or compound rate na:tum that
investors will return and receive. If the bond buyer holds the bond until maturity, the discount
rate is the yield to maturity or often called YTM. In the secondary market, YTM data can be
obtained from various sources, including those presented in Table 1. In the case of SRO18-T3
and SRO18-T5, the payment period (n) used in the calculation is in accordance with the
remaining interest payment period. Meanwhile, the size of r is YTM divided by 12 (monthly
coupon payment period). The calculation of SRO18-T3 and SR018-T5 values with each YTM
is presented in Table 3.

Table 1. YTM data for SR018-T3 and SR018-T5 calculations based on PHEI

No. Product name YTM
1. SRO18-T3 6.25%
2. SRO18-T5 6.40%

Source: PHEI, data as of 9 August 2023

SRO018-T3 Assessment

Indonesia has issued 6 series of 4 types of Retail SBN, namely Retail Government
Bonds (ORI), Retail Savings Bonds (SBR), Retail Sukuk (SR), Savings Sukuk (ST). One of
the retail sukuk that has been issued is SRO18-T3. SRO18-T3 offering period 03 March 2023
on the secondary market. SRO18-T3 was listed on 03 April 2023 with a maturity date of 10
March 2026. Other information regarding SR0O18-T3 is that the coupon rate is 6.250% per year,
fixed, and the coupon is paid monthly with a tenor of 3 years.

From the SRO18-T3 data, the bond value can be calculated. If an investor buys SRO18-
T3 with IDR 1,000,000.00, he will get a return until maturity. Calculation of coupons received
each month by multiplying the coupon interest by the bond purchase nominal, then dividing by
12 months = (6.250% x IDR 1,000,000.00) / 12 = IDR 5,208.33 Coupon after being subject to
10% Final Income Tax becomes IDR 4,687, 5

Income until maturity is equal to the number of coupons obtained by purchasing the
initial bond, namely by calculating: (tenor x 12 months x coupon after tax) + nominal bond
purchase = (3 x 12 x IDR 4,687.5) + IDR 1,000,000 .00 = Rp. 1,168,750. Thus, if investors
buy ORI1023 for IDR 1,000,000.00 and hold it until maturity, then on March 10 2026 they will
get a return of IDR 1,168.,750.
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SRO018-T5 Assessment

The offering period for SRO18-TS is March 3 2023 - March 29 2023. The settlement
date is April 5 2023 with a maturity date of March 10 2028. If investors buy SRO18-T5 on the
secondary market, amounting to IDR 1,000,000.00, they will get a return of up to maturity
which consists of coupons and receipt of purchase returns. SRO18-T35 is offered with a coupon
rate of 6.40% per year, fixed, and the coupon is paid monthly with a tenor of 5 years.

Calculation of coupons received each month by multiplying the coupon interest by the
bond purchase nominal, then dividing by 12 months = (6 40% x IDR 1,000,000.00)/ 12 =1DR
5.333.33. Coupon after being subject to 10% Final Income Tax becomes IDR 4,799.97. Income
until maturity is equal to the number of coupons obtained by purchasing the initial bond,
namely by calculating: (tenor x 12 months x coupon after tax) + nominal bond purchase = (5 x
12 x IDR 4,799.97) + IDR 1,000,000 .00 = Rp. 1,287,998.2.

Thus, if investors buy SRO18-T5 for IDR 1,000,000.00 and hold it until maturity, then
on March 10 2028 they will get a return of IDR 1,287 998 2. If we examine this figure, it does
not show the value of the bond, because it does not show its present value. Bond valuation
needs to take YTM into account. In the secondary market which is sold directly by the
government, YTM is the same as the coupon rate. namely 6.40%. However, considering risks,
especially market risk, some analysts present YTM that is different from the coupon rate, for
example PHEIL. As well as considering other risks, YTM levels can vary even though they are
still in the secondary market. Therefore, potential investors need to pay attention to choosing
the right YTM in the analysis.

Table 2. Government Retail Bond Yield Data

No. Series Maturity Yield (%)
1. ORIO 18 0.18 5.8010
2. ORIO19 052 5.8242
3. ORI1020 1.19 5.6967
4, ORI1021 152 57618
5. ORI1022 2.19 5.8827
6. ORI023-T3 293 59776
7. ORI023-T6 594 6.1649
8. SRO13 0.09 5.7945
9. SRO14 0.59 5.8287
10. SRO15 1.09 59391
11. SRO16 1.59 5.6392
12. SRO17 209 59295

Source: PHEI, data as of 09 August 2023
In calculating the value of the SRO18-T5 bond by taking into account market risk, you

can use the YTM rate on a type of bond that is similar to SRO18-T5, namely Indonesian

government retail bonds. In this case, Indonesian government retail bonds on the market consist
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of several series as presented in the previous table. Taking into account the maturity of SRO18-

T5 on March 10 2028 (5 year tenor), based on PHEI data, the government retail bond series

closest to SRO18-T5 is ORI023-T6 with a maturity of 5.94 years and a yield of 6.1649%. Then

the closest SRO18-T3 is ORI023-T3 with a maturity of 2.93 years and a yield of 5.9776%.
With this data, we can determine the YTM for calculating the bond value, based, among

other things, on PHEI data of6.1649% And5.9776%, as well as coupon rate values of 6.2500%

and 6.400%. The calculation of SR018-T3 and SRO18-T5 values with each YTM is as follows:

Table 3. Data from calculated values for SR018-T3 and SR018-T5

No. Product name YTM PVA (RP) PV (RP) SRO18-T3 &
SRO18-T5
values
1. SRO18-T3 6.25% Rp. 14.874.14 Rp. Rp. 866,132.74
851,258.60
2. SRO18-T3 597% Rp.14.276.94 Rp. Rp.871.507.57
857,230 64
3. SRO18-T5 6.40% Rp.25364.50 | Rp.746355.03 | IDR771.719.53
4, SRO18-T5 6.165% Rp. 24,560.50 | Rp.754.359.02 | Rp.778955.52

Source: Data processed

Based on the table above, section SRO18-T3, it can be seen that the value of SRO18-T3
with a Yiel to Maturity (YTM) of6.25%is Rp.866,132.74. Meanwhile, the SRO18-T3 value
with a YTM value of5.97%is Rp.871.507.57. This shows that SRO18-T3 has a smaller value
compared to the nominal value of the bond, where the nominal value is IDR 1,000.000.

Similar to the value of SROI18-T3, the value of SRO18-T5 is also smaller than the
nominal value of the bond. Where is the SRO18-T5 value with Yield to Maturity6.40%is
IDR.771,719.53Meanwhile, the SRO18-TS value is yield to Maturity6.165%amounting to
Rp778.955.52In addition, the value of SRO18-T5 is smaller than SRO18-T3. This shows that
the higher the Yield to Maturity (YTM) discount rate, the lower the bond value will be. The
low value of SRO18 can be caused by several factors, namely: interest rates, liquidity, ratings,
coupons and maturity.

Based on the calculations above, the resulting bond value indicates that the value of
SRO18-T3 and SRO18-T5 is lower than the nominal value of the bond. Based on the data
indicating the bond value, data center size can be used using the mean (average). The market
value of SRO18-T3 on the secondary market on August 9 2023, calculated using the mean
(average), is IDR 868.820.155. Meanwhile, the market value of SRO18-T5 on the secondary
market on August 9 2023 is calculated using a mean of IDR 775.337,525. This can be a

reference for potential investors in purchasing SRO18-T3 and SRO18-T5 on the secondary

market.
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Bond valuation considers YTM figures from various sources and ensures that the data
sources are accurate. On the agreed valuation date, the final value of the bonds can be
considered based on the average of the resulting value indications. One way potential investors
can make their investment decisions is by generating market value through bond valuation.
Prospective investors can consider the results of the assessment when the purchase decision is

made and negotiate with the selling agent.

CONCLUSION

There are differences in yield levels (Yield to Maturity/YTM) which cause different
values for these bonds. In SRO18-T3, with a YTM value of 6.25%, a PV (Present Value) value
of IDR 851,258.60 was obtained and an annuity PV value of IDR 14,874.14. After calculations,
the final value of the SRO18-T3 bond is IDR 866,132.74.

Meanwhile, in the case of SRO18-T5 with a YTM value of 6 40%, a PV value of IDR
746,355.03 was obtained and an annuity PV value of IDR 25,364.50. After calculations, the
final value of the SRO18-TS5 bond is IDR 771,719.53.

From these data it can be concluded that changes in the rate of return (YTM) have an
impact on bond valuation. The difference in YTM between SRO18-T3 and SRO18-TS results
in different final values for both. This shows the importance of understanding and calculating
YTM accurately in assessing the value of a bond, because changes in YTM can directly affect

the intrinsic value of the bond.
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