
 
Market update 12 September 2019 

What happened last week and what to expect this week? 

 What’s the latest on the U.S. vs China trade dispute? 
 

China’s Tariff Commission of the State Council announced this week that it will exempt 16 types 
of US imports from additional tariffs which are segregated into two lists that will be effective for 
a year from 17 September 2019 to 16 September 2020. Exemption List 1 covers US products, 
such as shrimp and prawn seedlings, lubricants, and alfalfa meal while, Exemption List 2 affects 
products, such as release agent, whey for fodder, Iso-alkane solvent, and lubricating base oil. 
Enterprises importing goods from list 1 may apply to Customs for refund of the duties already 
paid, but must do so within six months from the date of the promulgation of the list. 
 
On the other hand, the US has also postponed the 25% import tariffs for Chinese goods worth 
of USD 250bn to 15 October from initially 1 October 2019. Trump said that this was a gesture 
of goodwill at the request of China’s Vice Premier, Liu He, and due to the fact that China will 
be celebrating their 70th Anniversary on 1 October. 

 

 What will the FED do? Will BI deliver another cut? 
 

Historically, the inverse correlation between the inflation rate and the unemployment rate has 

always been an important element in the mainstream theory of inflation. The lower the 

unemployment rate the higher the inflation rate. Conversely, the higher the unemployment rate, 

the lower the inflation rate is going to be, so it is held.  

 

Figure 1. Historical Correlation between US Inflation Rate and Unemployment Rate (Source: US Bureau of Labor Statistics) 

At the FED’s meeting on July, Powell said that the relationship between unemployment and 

inflation has been fading. He emphasised that the FED are learning that the neutral interest 

rate is lower than what they had thought. With the fading of the connection between inflation 

and unemployment rate, central banks find it more difficult to determine short term interest rate. 

Thus, monetary policy has not been as accommodative as they were hoping. His statement 

was seen by some as a recognition that they were too aggressive in their past hawkish views.  

With the current FED fund rate was at 2.25%, the market is expecting the FED to deliver their 

second rate cut this year on their meeting this September. As of today, Bloomberg consensus 

shows a 96.9% probability of FED rate to be at 1.75%-2.00% on their September meeting. 

October meeting consensus shows a 51.6% probability of the rate being at 1.5-1.75%. 

Furthermore, Trump has recently demanded the FED to slash interest rates below zero, to 

follow some parts of Europe and Japan which already have negative rates. 

What will BI do then? Will BI continue on with their pre-emptive measure to anticipate the 

possibility of global slowdown and to safeguard Indonesia’s economic growth momentum by 

delivering another rate cut for the third-consecutive months? 

http://m.mof.gov.cn/czxw/201909/P020190911467873521723.pdf
http://m.mof.gov.cn/czxw/201909/P020190911467873838893.pdf


 
 

 Locally, several economics data were published as follows: 

o Purchasing Managers Index dropped from 49.6 in July 2019 to 49.0 in August 2019, 

further below the 50 points threshold that separates expansion from contraction. This was 

the steepest contraction since July 2017 as new orders fell for the first time in four months 

at the fastest rate in over two years due to lower export sales, lower production, 

employment and new orders, and was part of a wider deterioration across ASEAN’s 

manufacturing sector due to the escalating global trade tensions. 

 

o Foreign exchange reserve was up to USD 126,400mn in August from USD 125,900mn. 

The reserve level was equivalent to financing 7.4 months of imports or 7.1 months of 

imports and payment of government’s external debt (above standard adequacy of 3 months 

of imports). The increment was mainly supported by oil and gas foreign exchange receipts.  

 

o Consumer Confidence Index in August 2019 declined to 123.1 from 124.8 in July 2019, 

the weakest reading since November 2018 but still in the optimistic zone above 100. 

Despite the decrement, consumers were more optimistic with regards to job availability and 

conditions for buying durable goods. Moreover, consumer expectations on future economic 

dynamics remained optimistic. The decline was mainly contributed by the decline in job 

availability expectation, the measure of current income, index of current economic 

conditions and measures on income expectations in the upcoming 6 months.  

 

o Retail Sales growth in July 2019 recovered by growing at 2.4% YoY after contracted in 

June 2019 by -1.8% YoY. The recovery was driven by Spare Parts and Accessories as well 

as F&B, Tobacco, household equipment and clothing. Further, retailers forecast solid sales 

growth in August with the Real Sales Index (RSI) growth in August by 3.7% YoY, boosted 

by Independence Day discounts and promotions offered by most retailers. Retail Sales 

Survey also expects milder price pressures in the next 6 months with the cutting of BI 7DRR 

rate by 50bps in July and August aiming to stimulate the banking industry. 

 

 Other economics data to watch for are as follows: 

o Indonesia Balance of Trade in July 2019 was a deficit of USD 0.06bn as exports fell 

by 5.12% YoY while imports dropped at a faster 15.21% YoY. Consensus expects 

August 2019 trade balance to be a deficit of USD 0.42bn with exports is projected to 

fall by 11.4% and import also falls by 18.12%. 

 

o 19 September will be the day to watch out for as both the FED and BI will announce 

their interest rate decision. 

 

 

  



 
Market Indexes (2 September - 12 September 2019) 

 During the period, JCI appreciated by 0.85% from 6,328 points on August closing to 6,382 points on 

11 September 2019. Today, JCI closed lower at 6,342 points. 

YTD until today, JCI registered 2.37% gain after it closed at 6,195 points last year. 

 In sectoral basis, the higher trend month-to-date up until 12 September was apparent mainly in 

Mining sector which gained approximately 6%, followed by Basic Industry and Trade sectors each 

of which gained approximately 2%, respectively. On the other hand, Infrastructure sector declined 

by approximately 3%.  

YTD until today, the Infrastructure sector still stood up as the sector which registered the highest 

gain at approximately 12%, then still followed by Property sector which registered approximately 

similar gain and Finance at approximately 8% gain. Nevertheless, Miscellaneous Industry sector still 

stood as the biggest loser by losing approximately 14% along with Agricultural sector by similar 

percentage. Consumer sector followed by losing 8% year-to-date while Mining sector has shown 

significant recovery by losing only 4% year-to-date. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. JCI last 1 year as of 12 Sep 2019 (Source: Yahoo Finance) 

 MSCI Asia ex-Japan was up by 4.12% or 2.69 points from August 2019 closing to 11 September 

2019 closing (YTD +4.44 points or +6.99% from 63.53 points at December 2018 closing). 

 IDR appreciated from August 2019 by 1.44%, and still up YTD by 1.91% to IDR 13,994/USD today, 

breaking below the IDR 14,000/USD level after staying above it since 26 July. 

External factors, specifically on geopolitical issues which is centered at the U.S. as well as worries on the 

recession issues surrounding the global economies and central banks’ responses to it are still stood as some 

of the main catalysts to watch out for which may move our index and currencies. From internally perspective, 

we are keeping our focus on Rupiah, Indonesia CAD and trade balance which all in all is a crucial factor in 

our investment strategy.  

--- End of report --- 
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