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BMI View: The South East Asian region has shown a high level of stability in recent
years, with rational diplomacy trumping hotheadedness. Only Sino-Philippine disputes
over the Paracel, and other, islands, show significant friction. Jakarta's positive relations
with both Beijing and its fellow ASEAN members may result in an ever-more significant
role for Indonesia in the region. Military modernization continues apace, furthering
Indonesia's advantage over its neighbours, although internal issues are of greater
concern than overseas ones.

For its part, Jakarta has good relations with Beijing. However, the Indonesian side has
expressed concern over some Chinese activities in the South China Sea, and Beljing
must tread carefully in order to remain on good terms with South East Asia's key state.
Indeed, Indonesian pressure will be critical in ensuring that China follows through on its
promise to come to the table to negotiate a new Code of Conduct for the South China
Sea, although progress to date has been limited, despite the best intentions of Jakarta
and Washington, amongst others.
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