
 
Market update 26 November 2019 

Trade war deal 

After a turbulence on the trade war negotiations last week, both parties are claiming that they are "very 

close" to signing the deal. China this weekend announced new guidelines aimed at stopping intellectual 

property theft that became the latest positive signal for trade talks. The Dow Jones Industrial Average 

rose 190.85 points, or 0.68%, to 28,066.47. The S&P 500 gained 23.35 points, or 0.75%, to 3,133.64 

and the Nasdaq Composite added 112.60 points, or 1.32%, to 8,632.49. The benchmark S&P 500 has 

gained 25% so far this year, while the Nasdaq is up 30%. 

Gold fell for a fourth straight session, sliding to a two-week low, as investors’ appetite for riskier assets 

increased as it settled down 0.5% at $1,456.90 an ounce. Brent crude futures gained 26 cents to settle 

at $63.63 a barrel and West Texas Intermediate (WTI) crude rose 24 cents to settle at $58.01 a barrel. 

Rupiah strength 

According to Reuters, Rupiah become the sixth best performing currency up to November 2019 with 

appreciation of 2.1% ytd. The steady GDP growth and benign inflation become the key factors of the 

rupiah performance. Among South East Asia countries, Thailand Baht is still the reigning champion 

supported by their ‘twin-account’ surplus. 

 

 

Recession in 2020 

According to Bloomberg estimation, there is 26% the U.S. will enter recession in 2020 and it was slightly 

down from 27% in October. The spread between three-month and 10-year Treasury securities became 

less negative in September, before turning positive in October. That spread has inverted before each 

of the last seven recessions. At the same time, the S&P 500 Index has surged to record-high levels, 

cutting the odds of recession nearly in half since the stock rout seen in December. 

Source: Reuters 



 

 

 

While the Federal Reserve lowered interest rates for a third straight meeting last month, that leaves the 

central bank with relatively limited means to stimulate the economy should things worsen. Ahead of the 

Great Recession, interest rates hovered around 5%, leaving ample room to lower borrowing costs. At 

the start of this year, the benchmark interest rate was half that. 

 

Indonesia Economics Data 

Indonesia’s balance of payment (BoP) in 3Q19 showed an improvement by recording a lower deficit of 

USD46mn, significantly declined from the deficit in 2Q19 of USD2.0bn and far below the consensus’ 

prediction of USD7.1bn deficit. Solid BoP performance was supported by lower current account deficit 

(CAD) coupled with higher capital and financial account surplus. 

Exports dropped 6.13% y-y to hit USD14.93bn in October, but this data is positive when seen in context. 

The export growth was better than the median forecast of an 8.15% drop, with the data already beating 

consensus for two months in a row.  

Meanwhile the Central Bank decide to keep benchmark interest rate steady at 5%  However, the central 

bank decided to lower the reserve requirement ratio (RRR) by 50 bps to 5.5% for conventional banks 

and 3.0% for sharia banks. The central bank said the RRR cut, estimated to inject an additional IDR26tn 

into the banking system, is intended to improve liquidity particularly for small- and middle-sized banks 

in the BUKU-II and BUKU-III categories 



 
Market Indexes (11 November - 15 November 2019) 

 JCI closed at 6,100 last week or down by 0.4% from a week before. JCI was facing a headwind after 

OJK prosecuted some Asset Management company for illegal activities and OJK required them to 

dissolve their fund. We do not think it will become a systemic downturn as the total fund to be 

disbanded is only around IDR 5.8 trillion and most equities hold by those fund relatively has small 

market capitalization. However, we still need to remain cautious since we do not see any huge 

interest on our market at the moment 

 We think JCI will go test the 6,000 support level this week. With only a week left in November, there 

is a high chance that JCI will be able to withstand the selling pressure since in December JCI tend 

to rise due to ‘window dressing’ period. Since 2014, JCI always able to record positive return on 

December with the strongest rally was back in 2017 where JCI appreciate by 5.7% in a month. 

 

JCI last 1 year as of 26 November 2019 (Source: Yahoo Finance) 

 IDR remain steady at around 14,080 to 14,090 since investors are waiting for the trade war progress. 

In YTD basis, IDR still appreciate by 2.15% and become one of the best performer of emerging 

countries currency. 

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 --- 

 

Disclaimer: 

This document was issued by PT Setiabudi Investment Management (“SIM”). Although this document has been carefully prepared, SIM is 

not responsible for the wrong facts and opinions contained therein. Opinions, projections and estimates are subject to changes without prior 

notice. This document is only intended as information and circulated for certain circles. This document does not constitute an offer, 

recommendation, or suggestion to anyone to transact or hedge, trade, or investment strategies or not as a future prediction of the movement 

of interest rates, prices, or indicate that future movements will not exceed the ones listed above. The contents of this document are not 

made for certain investment purposes, financial circumstances, or special interests of certain parties. The investments discussed are not 

necessarily suitable for all investors. Past performance is not always an indication of future performance, value, price, or investment income 

can decrease or increase. You are advised to make an independent assessment of the material covered in this document. 

 

Tel: (62-21) 5210670, Fax: (62-21) 5210671 
www.setiabudiinvest.com 

PT. Setiabudi Investment Management 
Atrium Setiabudi Lt.5 Suite 501A  
Jl. H.R. Rasuna Said Kav.62 Jakarta 12920 


