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ABSTRACT

Danantara, Indonesia’s sovereign wealth fund, serves as a strategic instrument for managing
national assets and driving long-term economic development. Its primary focus is to achieve stable
returns while accounting for measurable risks and unquantifiable uncertainties (Knight, 1921).
Predictive and systematic policies are essential to ensure optimal capital flows and mitigate risks that
cannot be easily quantified (IMF, 2022; OECD, 2022).

Indonesia’s demographic bonus, projected to peak around 2030-2045, presents a significant
opportunity for economic growth and innovation (World Bank, 2023). Without proper strategies,
however, it could exacerbate structural unemployment, social inequality, and pressure on public services
(BCG, 2024). Danantara holds strategic potential to support priority sectors, including education,
healthcare, technology, and sustainable infrastructure (SWFI, 2023). The rise of Artificial Intelligence
(AD) further adds uncertainty to labor markets, reshaping operations across industries and financial
services (McKinsey & Company, 2023). Strategic investments in reskilling and human capital
development are therefore crucial.

This study applies a policy-driven investment framework with three analytical pillars: government
policy and fund governance, global market dynamics and quantitative risks, and socio-economic impacts
alongside technological uncertainties (International Forum of Sovereign Wealth Funds, 2023; IMF,
2022). The methodology integrates a 10-year historical simulation of a baseline portfolio (40% equities
[SPY], 30% bonds [AGG], 20% gold [GLD], 10% cash [BIL]), stress-tested under a 40% equity
drawdown scenario, alongside a policy-driven reallocation of 15% equities into an innovation/human
capital proxy (ARKK). Key performance metrics include annualized return, volatility, and maximum
drawdown.

Results show that the baseline portfolio yields an annualized return of 3.38%, volatility of 4.76%,
and a maximum drawdown of - 12.34%, with a 16% drop under stress. Reallocating 15% to the human
capital/innovation fund improves annualized return to 5.25%, increases volatility to 5.97%, and reduces
the stress drawdown to 10%, representing a 37.5% improvement in resilience. Scenario- based analysis
suggests that such an allocation can absorb a significant portion of structural unemployment shocks
arising from demographic and technological transitions.
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Figure 1. Baseline portfolio setup & stress test.
Danantara Portfolio Stress Test: Original vs Reallocated (15% Human Capital)
—— Original Portfolio
=== 0riginal Stress (40% Equity Shock) |
—— Reallocated Portfolio -
-—- Reallocated Stress (40% Equity Shock) }
16 I
1.4 4
1.2 1
1.0 4
2014 2016 2018 2020 2022 2024
Figure 2. Policy-driven reallocation.
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Figure 3. Resilience improvement.
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