
 
Market update 13 November 2019 

What happened last week and what to expect this week? 

 

Will BI trim its rate yet again? 

BI will conduct its monthly meeting next week on the 21st of November. On the 24 October 2019, Bank 

Indonesia delivered its 4th consecutive rate cut since July 2019. This rate cut means that BI has lowered 

the key interest rate by a cumulative 100bps this year to 5%. However, BI Governor Perry Warjiyo 

signaled a more cautious stance when asked about the possibility of further rate cuts. The BI Governor 

also noted that, so far, the rate cut impact has been felt more in the bond market rather than the banking 

sector as local companies capitalized on the lower yield environment by issuing more medium-term 

notes to boost their capital expenditure. Credit growth, however, remains lackluster as commercial 

banks are yet to lower their lending rates despite the lower BI rate, resulting in loan growth not showing 

any recovery sign yet.  

 

FED is expected to keep its rate next week  

The Federal Reserve will conduct its monthly meeting on the same date as BI’s. Last month, they 
slashed the target range for the federal funds rate to 1.5-1.75 percent. That was the third rate cut after 
two other rate cut in July and September. The Fed said that the rate cut was delivered not because 
officials forecast a steep downturn but because the risks of such a slump have mounted. Opinions vary 
on the effectiveness of the cuts since rates are already low, so lowering them further may not have the 
desired effect and would take away some of its power for future interventions.  

Jerome Powell delivered remarks on US economic outlook this week and told reporters that the current 
stance of monetary policy was “likely to remain appropriate” as long as there was no material change 
in the central bank’s outlook on the economy. 

 

Indonesia Consumer Confidence Index for October period was reported to be down to 118.4, lower 

than market consensus at 121.5. Previously CCI has been declining since May 2019 from 128.2 to 

121.8 in September 2019. September’s reading was the weakest since February 2017 but still in the 

optimistic zone above 100. Both Current Economic Condition Index fell to 104.8 from 107.5 in the 

previous month primarily weighted down by income and job availability. Expectation of Economic 

Condition Index also fell to 132.0 from 136.2 in the previous month due to moderating business activity 

in the upcoming 6 months. We are expecting that November’s reading will escalate up eventually as 

the cyclical spike in demand for goods and services builds up. 

 

Foreign exchange reserve in October was recorded at USD 126.7bn, up from 124.3bn in September. 

This figure was higher than market forecast at USD 124.5bn and the highest reserve level since 

February 2018. The reserve level was equivalent to financing 7.4 months of imports or 7.1 months of 

imports and servicing government’s external debt (above standard adequacy of 3 months of imports). 

The increment was mainly triggered by government’s global bond issuance, oil and gas foreign 

exchange receipts and other foreign exchange receipts. The government has issued government bonds 

denominated in US Dollar and EURO amounted to USD 1bn and EUR 1bn, respectively. Stable Rupiah 

exchange rate in October also supported the position of foreign exchange reserves during the period 

as less reserves needed to stabilize the currency. Rupiah exchange rate has appreciated 1.11% against 

the US Dollar during October 2019. 



 
Current Account Deficit in 3Q19 was reported at USD 7.68bn or 2.66% of GDP, higher than the deficit 

level of consensus at USD 5.9bn yet lower than 3Q18 level at USD 8.5bn or equivalent to 2.7% of GDP 

and 2Q19 level at USD 8.2bn or equivalent to 2.9% of GDP. The trend was mainly due to lower oil and 

gas trade deficit in 3Q19 compared to the previous quarter as oil import was lower. Meanwhile, trade 

surplus in non-oil and gas remained stable. Primary income deficit, the main contributor to the CAD was 

down slightly due to smaller dividends repatriation and service interest payments on external debt 

during year-end. 

 

Economics data to be expected this week and next week: 

o Indonesia Balance of Trade for October 2019 is expected to be released on 15 November. 

Consensus expects October 2019 trade balance to be a surplus of USD 0.1bn. In September 

2019, Trade Balance registered a deficit of USD 0.16bn, swinging from a USD 0.35bn surplus 

in September 2018 and missing market consensus of USD 0.10bn surplus. The deficit was 

attributed to exports that fell by 5.7% YoY (led by oil and gas which fell by 37% and non-oil and 

gas which fell by 3%) while imports dropped at a softer pace by 2.4% YoY (due to oil and gas 

fell by 30.5% while non-oil and gas rose by 2.8%). Considering the 9-months period of 2019, 

the trade deficit narrowed sharply to USD 1.95bn from USD 3.82bn in the 9-months period last 

year. 

 

o Indonesia loan growth in September to be released on 13th November. Loan growth has 

been deteriorating since October 2018 and reaching a weak reading of 7.89% in August 

2019. 

  
Figure 1. Indonesia Loan Growth up to August 2019 (Source: Trading Economics) 

 

  



 
Market Indexes (01 November - 13 November 2019) 

 Month to date, JCI depreciated by 1.04% from 6,207 points on 1 November closing to 6,143 points 

on today’s closing. YTD until today, JCI registered 0.85% loss after it closed at 6,195 points last 

year. 

 In sectoral basis, this period’s Agri sector, and Basic Industry sector each appreciated by 

approximately 2% each. The index was mainly dragged down by Mining sector which fell by 

approximately 3%, followed by Finance, Property and Consumer sectors, each down by 

approximately 2%, respectively. 

 YTD until today, the Property sector still registered the highest gain by approximately 14%, followed 

by Basic Industry sector which gained approximately 11% and Infrastructure sector which gained 

approximately 9%. Finance sector came at fourth place gaining approximately 7%.  

On the other hand, Consumer sector registered the biggest loss at approximately 19%, followed by 

Mining sector which lost approximately 17%, Miscellaneous industry loosing approximately 14% and 

Agriculture sector which lost approximately 10%. 

 

Figure 2. JCI last 1 year as of 13 November 2019 (Source: Yahoo Finance) 

 MSCI Asia ex-Japan was up by 0.28% or 0.20 points from 1 November 2019 closing to 12 November 

2019 closing (YTD +10.92 points or +6.94% from 63.53 points at December 2018 closing). 

 IDR depreciated during the same period month to date by 0.28%, and still up YTD by 2.16% to IDR 

14,079/USD today from IDR 14,390/USD on its closing in 28 December 2018. 

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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