
 
Market update 27 September 2019 

What happened last week and what to expect this week? 

 US-China dispute 
 
Earlier last week US and China officials on deputy level met, however Chinese delegations 

headed back to their countries earlier than planned and cancelled a visit to US farms in 

Montana. The news dampened yet again the expectation for a trade deal to be reached as prior 

to that, Trump had said that China would increase its purchases of US agricultural products as 

part of a bilateral trade deal. Nonetheless, a news came out that Trump said that the US-China 

trade deal could come sooner than expected. Trade talks have been planned for 10th October 

lifting hopes for trade agreement between the two nations. Trump had also delayed a planned 

escalation of tariffs on 1st October which coincides with the anniversary of People’s Republic.  

On Friday, US stock market tumbled following rumours that the Trump administration is 

considering placing limits on US investment in China and delisting Chinese companies from US 

stock exchange. Monica Crowley, Treasury spokeswoman then reassured during the weekend 

that the administration is not contemplating blocking Chinese companies from listing shares on 

the US stock exchanges. 

      

 Trump Impeachment 

Investors also grappled with uncertainty around 

Trump’s political future as pressure to impeach 

him from the Democrats grows. A whistle-blower 

submitted their complaint that Trump used his 

office to solicit interference from a foreign country 

ahead of the 2020 election. On Wednesday, a 

memo of a call on 25 July between Trump and 

Volodymyr Zelensky, Ukrainian President were 

released where it shows Trump’s request for 

Zelensky to look into Vice President Joe Biden 

(Trump’s most likely opponent on 2020 election) 

and his son for a corruption allegation right after 

Trump said on the call that the US does a lot for 

Ukraine. Trump commented that the call was a 

“nothing call” and there was no explicit quid pro 

quo in the call. The impeachment might very well 

impact Trump’s negotiating power with China. 

Here is how the impeachment process works. 

        Source: BBC 

According to CNN, there are at least 217 House Democrats who publicly supports the 

impeachment proceedings. A former Republican who is now independent and support the 

impeachment, Justin Amash of Michigan topped the number of house representatives 

supporting the impeachment to 218, just over half of the 435 members chamber. However, do 

note that CNN’s count includes Democrats who supports the impeachment but are still waiting 

for the result of the probe. Nonetheless, with the Republican-controlled Senate, it is less likely 

that the impeachment might go far. 

  



 
 FED delivered its second cut this year, but still divided on what to do for the rest of the 

year 
 
As expected, the FED brought down its benchmark overnight lending rate by 25bps to a target 

range of 1.75% - 2.00%. However, the FOMC showed unclear indications of further reductions 

this year as its members are split. This was the second cut after it went on with their first rate 

cut two months ago, which was the first trim in 11 years. The committee cited that the 

implications of global developments for the economic outlook as well as muted inflation 

pressures as their prime rationale for delivering the rate cut. The cut was aimed to help 

maintaining a strong economy and as an “insurance against ongoing risks”. The committee still 

believes that the US economy will continue to expand at a moderate rate. During the meeting, 

Powell also emphasised that negative rates are likely not in the cards in response to Trump’s 

urge for them to cut the rates to zero or even below it. Trump responded to the FED’s statement 

on his tweet stating that Powell and the FED has failed yet again. Trump have wanted the FED 

to cut its rates to 0% to boost stock market and in turns GDP, but that’s not the FED’s focus. 

The FED has a dual responsibility of maximising employment and containing inflation. FED 

Vice Chair Richard Clarida emphasised this week that the US labor market is robust and a 3.7% 

unemployment rate is in the range of plausible estimates of full employment. Yet there is no 

evidence that rising wages are putting upward pressure on price inflation as structural changes 

in the economy have weakened the connection between loose monetary policy and the risk of 

high inflation.  

FED’s dot plot showed that five members argued that FOMC should have held its rate at its 

previous level on 2.00% - 2.25% range, five others were in favour with the carried decision of 

delivering a 25bps cut but keeping the rates unchanged through the rest of the year. On the 

other hand, seven others favoured at least another cut to be delivered this year. The indecision 

comes while recession fears emerge across the world. Aside from the ongoing trade dispute, 

Brexit uncertainty is looming on the air. Manufacturing sentiment in the Eurozone fell in 

September to its worst level in nearly seven years where PMI fell to an 83-month low of 45.6, 

down from 47 in August. Germany PMI also fell to 41.4 from 43.5 in August, worst reading in 

more than a decade. 

 BI then followed, delivering its third rate cut this year 
 

Bank Indonesia cut its key interest rate for a third straight month by 25bps to 5.25%. The cut is 

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. Note that Indonesia loan growth 

has been recorded at a single digit acceleration for two consecutive months, 9.92% in June 

2019 and 9.58% in July 2019.   

The Deposit Insurance Corporation (LPS) then followed announcing a cut to its guaranteed 

interest rates for Rupiah to 6.5% and for USD to 2.0%. These took effect from 26 September 

to 24 January 2020. 

  



 
 The Indonesian market was clouded by Demonstrations that took place in several cities 

in Indonesia  
 

Student demonstrations this week add some political concern to investors. They demand 

parliament not to approve the new bills which are claimed to take Indonesia back to the time 

before the political reform. Additionally, there are protests surrounding the recently passed anti-

corruption law. 

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 (23 September - 27 September 2019) 

 During the period, JCI contracted by 0.55% from 6,231 points on 20 September closing to 6,197 

points on 27 September 2019.  

YTD until today, JCI registered 0.03% gain after it closed at 6,195 points last year. 

 In sectoral basis, the contraction was mainly caused by Basic Industry and Mining sectors, each 

registered approximately 3% loss, respectively. 

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

gain at approximately 16%, then still followed by Property sector which registered approximately 

11% gain and Finance at approximately 7% gain. Nevertheless, Miscellaneous Industry sector still 

stood as the biggest loser by losing approximately 16%, followed by Consumer sector and 

Agriculture sector which registered approximately 14% and 13% loss, respectively. Mining sector 

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

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. JCI last 1 year as of 27 Sep 2019 (Source: Yahoo Finance) 

 MSCI Asia ex-Japan was down by 0.99% or 0.67 points from 20 September 2019 closing to 27 

September 2019 closing (YTD +3.30 points or +5.19% from 63.53 points at December 2018 closing). 

 IDR depreciated during the same period by 0.84%, and still up YTD by 1.53% to IDR 14,172/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 --- 

 
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 


