
 
Market update 17 September 2019 

What happened last week and what to expect this week? 

 Drone Attack in Saudi Arabia 
 

Global oil prices surged the most on record after a strike on Saudi Arabia oil facility removed 

about 5% of global supplies, an attack the US has blamed on Iran. Before the attack, Saudi 

Arabia was pumping about 9.8 million barrels a day, almost 10% of global production.  The 

attack was reported to have been carried out by a swarm of 10 drones, is the most serious on 

Saudi Arabia’s oil infrastructure since Iraq’s Saddam Hussein fired Scud missiles into the 

kingdom during the first Gulf War. 

 

 

London's Brent futures jumped almost $12 a barrel in the seconds after the open on Monday, 

the biggest intraday advance in dollar terms since 1988. While Brent futures pulled back after 

their initial surge of almost 20%, taking the global benchmark just shy of $72 a barrel, they 

were still headed for the biggest percentage gain since 2008. 

The move in oil price also surge the other safe haven assets such as gold and US Treasuries 

on the concern over looming geopolitical fallout from the attacks. State energy producer Saudi 

Aramco lost about 5.7 million barrels per day of output on Saturday after 10 unmanned aerial 

vehicles struck the world’s biggest crude-processing facility in Abqaiq and the kingdom’s 

second-biggest oil field in Khurais. 

 

 

 

 

 

 

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

 

The impact from the oil-price spike will vary around the world. Emerging economies nursing 

current account and fiscal deficits -- like Indonesia, India, South Africa and others -- run the risk 

of large capital outflows and weaker currencies. Exporting nations will enjoy a boost to 

corporate and government revenues, while consuming nations will bear the cost at the pump, 

potentially fanning inflation and hurting demand. As the world’s biggest importer of oil, China is 

vulnerable to rising crude prices, while many countries in Europe also rely on imported energy. 

Figure 1. Oil disruption history 

Figure 2. Yen (Left) and Gold (Right) prices 



 
With inflation not an immediate concern in the global economy, the bigger worry is the effect a 

price shock will have on global demand that’s already weak.  

After three months rally to breach the 14,000/USD physiological level Rupiah went back to 

immediately on Monday after the attack since investors are worried the higher oil price will hurt 

Indonesia current account deficit further. We are worried if Saudi Arabia is unable to replenish 

their supply then oil price will persistently high. 

 

 

 China is losing the war? 
 
The Chinese recorded below expectation economic data again as industrial output rose 4.4% 
from a year earlier in August, the lowest for a single month since 2002, while retail sales were 
sluggish as well. Fixed-asset investment slowed to 5.5% in the first eight months, with the 
private sector lagging state investment for the 6th month. 

 
 

 Trade Surplus but not a growth sign 

Indonesia trade balance in August 2019 recorded a small surplus of USD 85 million lower than 

consensus expectation at USD 162 million surplus as exports contracted by 10% yoy to USD 

14.29 billion while imports fell by 15.6% yoy to USD 14.20 billion. Despite a disappointing result, 

it still fared better compared to the previous year which recorded deficit of USD 950 miliion. 

Declining exports were mainly attributable to decline in oil and gas shipment. Exports of mineral 

and fuel products (HS27) plunged 22.16% y-y and 25.21% m-m, due to falling overseas sales 

for coal, liquefied natural gas (LNG) and crude petroleum oils. However, Indonesia's 

manufacturing export declined at lower pace at 4.62% yoy to USD 11.24 billion. For the imports 

side, falling imports were driven by industrial machine, electrical appliances, 

vehicles/automotive spare parts which were worrying sign since these products have positive 

correlation with future investment. 

Figure 3. USD/IDR 

Figure 4. China’s economic data 



 

 
 

Indonesia trade balance in the near terms will directly influenced by the oil price. Since 

Indonesia is a net oil importer country, a persistent high oil price could bring trade balance back 

to deficit territory and trigger a depreciation of rupiah.  

 

 Indonesia cigarette excise tax 

 

The Finance Minister confirms that on last Friday that excise tax will be 23% for 2020 while the 

initial plan was only 8%. Cigarette stocks took a batter on Monday as both market leaders, 

GGRM and HMSP plunged by merely 20% erasing total market capitalization of around IDR 90 

trillion. In YTD basis GGRM and HMSP share prices had fallen by 34% and 38%, respectively 

 

 

 

 

 

 

 

  

 We think the market had exaggerated the news and now the stocks are already oversold. 

However we still need to be cautious since capital outflow for these stocks are still strong.  

 

 

  

Figure 5. Indonesia Trade Balance Jan-18 to Aug-19 

Figure 6. GGRM (Left) and HMSP (Right) stock price 



 
Market Indexes (9 September - 13 September 2019) 

 Last week JCI were relatively flat as it was changed by 6 points only on weekly basis. However, 

things got interesting during the weekend after the Finance Ministry announced excise tax hike on 

cigarette and drone attacks on Saudi Arabia oil field. 

 On Monday JCI fell by 2% to 6,236 due to the double whammy. Investors are worried that Indonesia, 

who run twin deficit (fiscal and current account) will be in the disadvantage position in rising oil prices. 

Furthermore, a sell-off in tobacco industry dragged JCI further as the market leaders represent 

around 6% of total JCI market capitalization. 

 Rupiah were also depreciated back to above USD 14,000 level putting additional pressure to JCI. 

 We think if the oil prices, above USD 60/barrel, are sustaining at the current level for long period, it 

could change BI plan for monetary easing since aggressive interest rate cut would depreciate rupiah 

further.  

 

  

--- End of report --- 
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Figure 7. JCI 3 months period 


