
 
Market update 29 October 2019 

What happened last week and what to expect this week? 

US-China trade dispute 

China aims to buy at least $20 billion of agricultural products in a year if it signs a partial trade deal with 

the U.S., and would consider boosting purchases further in future rounds of talks, people familiar with 

the matter said. That would take China’s imports of U.S. farm goods back to around 2017 levels, before 

Trump began a tit-for-tat tariff feud with Beijing. In the second year of a potential final deal, purchases 

could rise to $40 billion to $50 billion. 

 

We believe it will be positive momentum for palm oil since soybeans and palm oil are closely correlated 

and the trade truce will continue to strengthen CPO price which has reach 2019 high. From the chart 

above, we can tell that CPO price was in the downtrend at the end of 2018(at MYR 1,795/ton) then 

rebound at the beginning of the year (MYR 2,037/ton) at which we believe is a normal cyclical factor. 

This year however the price just start to climb back at the end of year despite higher level of production. 

We think the reason is due to the 'phase one' trade deal between US and China that involved US 

agricultural product. If the condition persist we think there will a high possibility that CPO will get their 

momentum in the beginning of 2020 where production will start to decline and demand from China will 

rise due to the celebration of Chinese Lunar New Year. 

Update on Brexit 

Brexit is set to be delayed for a third time after UK lawmakers accepted the principles of Boris Johnson’s 

deal but rejected his timetable for implementing it by the end of October. The EU has agreed to extend 

the Brexit deadline until 31 January 2020. However, the UK can leave before the deadline if a deal is 

approved by the Parliament. 

BI trimmed its rate yet again 

On the 24 October 2019, Bank Indonesia delivered another rate cut by 25bps to 5%, the 4th consecutive 

rate cut delivered since July 2019. This rate cut means that BI has lowered the key interest rate by a 

cumulative 100bps this year. However, this time 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 cut its rate this week  

The Federal Reserve is widely expected to deliver its third rate cut in their meeting this week. The FED’s 
decision will come on the heels of an update on U.S. third quarter GDP, which is expected to show 
another slowdown in growth ahead of Friday’s government nonfarm payrolls report for October. GDP 
for the third quarter is expected to grow at 1.7%, slower than 2% in the second quarter. 



 
According to consensus, 85% said they anticipate the FOMC will once again reduce rates by 25bps 
when it wraps up a two-day meeting in Washington on Wednesday. That would lower the target range 
for the Fed’s benchmark rate to 1.5%-1.75%. The Fed has so far lowered its benchmark rate twice this 
year – in July and September – 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. The market is also curious on whether this will be the end of the easing cycle, 
or if additional rate cuts are still on the table this year.  

Best Emerging Market Currency 

Developing-nation currencies climbed for a third week as the dollar slumped to the lowest level since 

July on Friday. Traders are mostly convinced the Federal Reserve will deliver its third straight rate cut 

this month. Carry-trade returns for emerging markets funded by short positions in the U.S. currency 

climbed above their 100-day and 200-day moving averages on Friday, suggesting further gains may 

be in store. 

 

Among the EM currency, Thailand Bath become the best performer as the currency advanced as 

much as 0.3% on 25 October to 30.187 per dollar, the strongest level since May 2013. That takes its 

gain to 7.8% this year, more than any of its emerging-market peers except Russia’s ruble. According 

to Goldman Sachs Group, Thailand healthy current account surplus makes Bath become the safe 

haven among the emerging market currencies. The International Monetary Fund forecasts the country 

will post a surplus of 6% of gross domestic product this year, almost double that of Japan. 

Thailand’s reserves and negligible inflation also provide investors comfort. The central bank’s 

foreign-cash pile stands at $220 billion, the equivalent of more than 12 months of imports. And 

inflation, currently 0.3%, has been running below the central bank’s target of 1% to 4% since June. As 

if these weren’t enough, Thailand is getting a boost from gold. A hub for bullion trading, Thailand has 

benefited as jitters about the U.S.-China trade war and global economic slowdown have driven a 17% 

gain in the price of the metal this year. 

Right now, all eyes are on whether the baht will breach 30 per dollar, a level it hasn’t reached in more 

than six years. According to the IMF’s real effective exchange rate calculations, which take into 

account Thailand’s trade flows, the currency’s already well overvalued. It’s at the strongest, by that 

measure, since its crash in 1997, which triggered the Asian financial crisis.  



 
Economics data to be expected this week and next week: 

 Indonesia Foreign Direct Investment data for Q3 to be released on 29 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 first 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. 

 Indonesia loan growth in September to be released on 31st October. 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) 

 

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

recorded at 3.39% YoY in September, or down from 3.49% YoY in August. August’s reading 

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

education, recreation, sports and health. While in September, price increased softer for 

foodstuff, housing and utilities, education, recreation and sport and health. The market 

forecasts inflation in October to be higher at 3.4% YoY. 

 Indonesia's annual economic growth for the third quarter to be released on 5th November. 

Economic growth for the second quarter eased slightly to 5.05 percent from 5.07 percent in 

the previous three-month period. That was the weakest pace of expansion since the second 

quarter of 2017, as investment growth remained the slowest since early 2017. The market 

forecasts Q3 growth to be at 5.2% YoY. 

 Indonesia Consumer Confidence Index for October period is expected on 5th October. 

Previously CCI has been declining since May 2019 from 128.2 to 121.8 in September 2019. 

September’s reading was the weakest since October 2018 but still in the optimistic zone above 

100. The consensus forecasts October reading might be down even further to 121.5 as it would 

normally escalate up in November period. 

 Foreign exchange reserve in October to be released on 7th October. In September, it was 

down to USD 124,300mn from USD 126,440mn. The reserve level was equivalent to financing 

7.2 months of imports or 7.0 months of imports and payment of government’s external debt 

(above standard adequacy of 3 months of imports). The decline was mainly triggered by 

external debt repayment and banks’ foreign currency placement reduction in BI. The market 

forecasts October reserve to inch up slightly to USD 124.500mn. 

 Current Account Deficit in 3Q19 to be released on 8th October. CAD in 2Q19 widened to USD 

8.4bn or equivalent to 3% of its GDP. The figure was higher than 2Q18 at USD 8bn and 1Q19 

at USD 7bn, or only 2.6% of GDP. The higher deficit was mainly caused by seasonal 

repatriation payment, dividends and foreign debt payments. Moreover, economics slow down 

and the downward trend of commodity prices also play a significant role. Nonetheless, a CAD 

at 3% in the second quarter should be seen as positive light, given the second-quarter 

seasonality. The market forecasts 3Q19 CAD to inch down to USD 5.9bn.   



 
Market Indexes (21 October - 25 October 2019) 

 During the period, JCI appreciated by 0.98% from 6,192 points on 18 October closing to 6,252 points 

on 25 October 2019. Today JCI was closed higher at 6,281 points. 

YTD until today, JCI registered 0.93% gain after it closed at 6,195 points last year. 

 In sectoral basis, last week’s appreciation was mainly caused by Agri sector, Finance sector, Basic-

Industry and Property sector each of which registered approximately 2% gain, respectively. 

YTD until today, the Property sector escalated over the Infrastructure sector with the highest gain at 

approximately 17%, then followed by Infrastructure sector which registered approximately 15% gain 

and Finance at approximately 9% gain. Basic Industry sector followed by gaining approximately 8%. 

Nevertheless, Consumer sector replaced Miscellaneous Industry sector as the biggest loser by 

losing approximately 17%. Miscellaneous Industry sector is at par with Agri business and Mining 

sector, each losing approximately 12% YTD. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. JCI last 1 year as of 29 October 2019 (Source: Yahoo Finance) 

 MSCI Asia ex-Japan was up by 2.26% or 1.54 points from 18 October 2019 closing to 25 October 

2019 closing (YTD +6.12 points or +9.63% from 63.53 points at December 2018 closing). 

 IDR appreciated during the same period last week by 0.86%, and still up YTD by 2.53% to IDR 

14,026/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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