
 
Market update 15 October 2019 

 

What happened last week and what to expect this week? 

 US trade dispute 
 
The market is still very sensitive towards any development between the US and China. Last 

week, the US put on a restriction order to visas of Chinese officials which are believed to be 

involved in the detention and abuse of minority Muslim in Xinjiang, as well as blacklisting 28 

Chinese companies due to the same reason. However, the market was lifted after Trump 

announced on Friday that phase one trade deal is in progress. Concerns then emerged yet 

again this week that the trade deal announced by Trump might not be as solid as first thought. 

The situation remains fragile at this stage and not convincing enough for us to turn optimistic in 

our outlook. 

According to the US Secretary Department, China and US have reached the 'phase one' of 

trade war and it includes issue in financial services and agricultural products. China agreed to 

buy $40 billion to $50 billion of U.S. agricultural products and scrap foreign ownership limits in 

its financial-services sector. In return, the U.S. suspended a planned increase in tariffs to 30%, 

from 25%, on $250 billion of Chinese goods. However, the latest agreement could still fall apart, 

and it lacks a resolution of major issues that would create a more level playing field for U.S. 

companies. These include a reduction or elimination of Chinese government subsidies to 

local companies; cyber theft issues, IP protections for data flows and computer source 

codes, and addressing technology and license transfers that U.S. companies often are 

forced to make in China. Nevertheless, the news was well received by the market with the 

spread between 3-month and 10-year treasury turned positive since July and The Dow Jones 

industrials finished on Friday up nearly 320 points, or 1.2%, at 26,816. 

 

 

 

 

 

 



 
Last week the market also concerned on US’s plan to enact tariffs on European Union goods 

valued at USD 7.5 billion after the US received the rights to do so from WTO as punishment for 

what the US called illegal aircraft subsidies. The US lodged its complaints first in 2004 to WTO. 

The duties are set to take effect on 18 October. Below are the duties released by the USTR last 

week: 

 10% tariffs on aircraft from France, Germany, Spain or the United Kingdom 

 25% duties on single-malt Irish and Scotch whiskies, various garments and blankets 
from the U.K. 

 25% tariffs on coffee and certain tools and machinery from Germany 

 25% duties on various cheeses, olive oil and frozen meat from Germany, Spain and the 
U.K. 

 25% tariffs on certain pork products, butter and yogurt from multiple countries 

Reacting to the WTO’s decision, European Commissioner for Trade Cecilia Malmstrom said 

that new U.S. tariffs would be “short-sighted and counterproductive.” She left the door open to 

the EU levying retaliatory duties. The chance that Europe will respond to U.S. tariffs is likely to 

further fuel concerns that global growth is set for a prolonged period of stagnation. 

At this moment, we still think the probability of recession remain high. A research from Bank of 

America stated that over the past six months, money market funds attracted $322 billion of 

inflows, the largest flight to safe assets since the second half of 2008. In similar fashion to 2007 

and 2008, investors raised their cash holdings despite falling interest rates. 

 

  



 
 Hong Kong Recession 

Hong Kong is facing its first recession since the global financial crisis, with little prospect of an 
immediate recovery as the city confronts its most violent protests in decades. The economy in 
Hong Kong contracted in the second quarter, almost certainly in the third quarter and the data 
are still deteriorating. Three quarter consecutive contraction will bring Hong Kong to technical 
recession with the possibility remain high as the mass demonstration is still unrest. 
 

 
 
The effects of the U.S.-China trade war combined with a lack of tourist spending power also 
raises the prospect of a contraction for the full year, compared with 2018. The downturn has 
been rapid, as declining exports and protests have erased any economic momentum from the 
start of 2019. When Financial Secretary Paul Chan unveiled his budget in February, he forecast 
annual growth of 2% to 3% and by August it was revised to zero to 1%. The downturn has taken 
the equity market as well with MSCI Hong Kong index slumped by 18% from April high. 
 
A variety of key economic indicators have rapidly turned south in the past few months: 

- Retail sales by value plunged a record 23% in August from a year earlier as demand 
for luxury goods such as jewellery and watches plummeted. 

- Tourism arrivals declined almost 40% in August from a year earlier to about 3.6 million 
visitors, the worst performance since the 2003 SARS epidemic, according to data from 
the Hong Kong Tourism Board. 

- Exports are expected to shrink this year to the worst level in a decade, the Hong Kong 
Trade Development Council warned as it slashed its 2019 growth forecasts. 

- Sentiment among small- and medium-sized businesses hit fresh lows in August. 
- The IHS Markit September whole economy purchasing managers’ index reading ticked 

higher, but still signals contraction at 41.5. 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 



 
 Indonesia Economic Indexes 

Indonesia’s economic data that has been released last week and early this week are as follows: 
 

o Consumer Confidence Index for September 2019 indicated that consumer optimism 
is still maintained despite retreating slightly from its previous period. CCI in September 
was reported at 121.8, lower than 123.1 in August. September’s reading was the 
weakest since October 2018 as index of current economic condition fell while the gauge 
measuring economic outlook edged up. 
 

o In September, Indonesia posted Trade balance deficit of USD 0.16 billion, swinging 
from a USD 0.35 billion surplus in September 2018 and missing market consensus of 
a USD 0.10 billion surplus. Exports fell 5.74% led by oil and gas (-37%) and non-oil 
and gas (-2.7%) while Import dropped 2.41% due to oil and gas (-31%) and non-oil and 
gas (-2.8%). 

 

Next week, watch out for the following events: 

o IMF World Bank annual meeting on 14 – 20 October; The annual meeting will be 
Kristalina Georgieva’s first annual meeting as the new IMF Managing Director, after 
she replaced Christine Lagarde who left for being the president of European Central 
Bank. Georgieva’s agenda will mainly be on trade wars, inequality and climate crisis.  
 
The graphic below is part of the updated analysis on tariffs that IMF will release in 
detail next week, delivered by Georgieva in the curtain raiser speech for this year’s 
IMF meeting. It shows the projected global GDP loss from the escalating trade conflict 
between the US and China. The blue, yellow, and purple blocks show the direct costs 
on businesses and consumers from the three rounds of implemented and announced 
tariffs. The red blocks are the expected secondary effects, including the loss of 
confidence and market reactions. The results are clear. Everyone loses in a trade 
war. For the global economy, the cumulative effect of trade conflicts could mean a 
loss of around $700 billion by 2020, or about 0.8 percent of GDP. As a reference, this 
is approximately the size of Switzerland’s entire economy. 

 

Georgieva believes that changes in spending are more effective and have a multiplier 
effect when countries act together. Or, put another way — if the synchronized 
slowdown worsens, a synchronized policy response is needed. She argues that the 
world economy is still growing but it is just growing too slowly. In order to boost it, 
cooperation for mutual benefit of all countries are necessary. 

 
o Indonesia Foreign Direct Investment data for Q3 to be released on 21 October; 

Foreign direct investment in Indonesia (excluding investment in banking and the oil 
and gas sectors) jumped 9.6% YoY to IDR 104.9 tn in Q2 2019, compared to a 0.9% 
decline in the previous quarter. It was the first increase in FDI since the first quarter of 



 
2018. Singapore was the biggest source of investment, followed by Japan and China, 
while transportation, telecommunication and base metal sectors were the biggest 
beneficiaries. 
 

o Indonesia’s Interest Rate decision on 24 October. 
Bank Indonesia has cut its key interest rate for a third straight month by 25bps to 
5.25% in July, August and September 2019. The cut was said as a pre-emptive step 
taken to support domestic economic growth amid slowing global economic conditions 
and it is consistent with an estimate for inflation to stay low below BI’s midpoint target 
range and with the yield of domestic financial assets remained attractive. BI Governor 
Perry Warjiyo sees that there is a possibility that Indonesian economy might be slowing 
down as evidenced by a deceleration in credit growth.  
 

Locally, several economics data will be published next week as follows: 

o Inflation for September period will be released on 1st October. Previously inflation rate was 

recorded at 3.49% YoY in August, or up from 3.32% YoY in July. August’s reading was the 

highest inflation rate since December 2017 due to increases in foodstuff, clothing, 

education, recreation, sports and health. The market forecasts September inflation to be 

higher at 3.54% YoY. 

o Indonesia Consumer Confidence Index for September period is expected on 4th October. 

Previously CCI has been declining since May 2019 from 128.2 to 123.1 in August 2019. 

August’s reading was the weakest since November 2018 but still in the optimistic zone 

above 100. The consensus forecasts September reading might be down from August’s until 

October as it would normally escalate up in November. 

  



 
Market Indexes (7 October - 11 October 2019) 

 During the period, JCI appreciated by 0.73% from 6,061 points on 4 October closing to 6,106 points 

on 11 October 2019.  

YTD until today, JCI registered 0.60% loss after it closed at 6,195 points last year. 

 In sectoral basis, last week’s appreciation was mainly caused by Mining sector and property sector 

which registered approximately 3% and 2% gain, respectively. 

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

gain at approximately 14%, then still followed by Property sector which registered approximately 

12% gain and Finance at approximately 5% gain. Nevertheless, Miscellaneous Industry sector still 

stood as the biggest loser by losing approximately 18%, followed by Consumer sector and 

Agriculture sector which registered approximately 15% and 14% loss, respectively. Mining sector 

followed by losing approximately 9% year-to-date. 

 

 

Figure 1. JCI last 1 year as of 15 October 2019 (Source: Yahoo Finance) 

 MSCI Asia ex-Japan was up by 1.60% or 1.06 points from 4 October 2019 closing to 11 September 

2019 closing (YTD +4.07 points or +6.41% from 63.53 points at December 2018 closing). 

 IDR remained stagnant during the same period last week, and still up YTD by 1.75% to IDR 

14,138/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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