
 
Market update 8 October 2019 

What happened last week and what to expect this week? 

 Looming recession warning 
 
Global economy received another clear warning sign last week as a wave of data showed 

manufacturing stuck in slump, exports falling and sentiment sliding. In the U.S., a closely 

watched factory index unexpectedly dropped to the lowest since 2009 at 4.78%, driving down 

stocks as well as yields on Treasuries. Meanwhile the specter of deflation resurfaced as South 

Korea, a bellwether for international trade, reported a drop in consumer prices and WTO cut its 

forecast for commerce to the lowest in a decade. 

      

Trump Impeachment 

 

 

 

 

 

 

UBS Group AG economists reckon global growth is tracking just 2.3% at the moment, almost 

a percentage point less than at the start of the third quarter. Danske Bank warn there is a 

30% chance of a global recession in the next two years. 

Now all eyes will be on the upcoming trade negotiation between US and China this week. US 

administration official view the discussion will be in three-phase; large-scale purchases of 

U.S. agricultural and energy exports by China, implementing intellectual-property 

commitments China made in a draft agreement this year and, finally, a partial rollback of U.S. 

tariffs. On the other hand, The Chinese official signaling they will not reform Chinese industrial 

policy or government subsidies that have been target of longstanding U.S demand. It appears 

China has strengthen their hand on the trade negotiation as Donald Trump faces an 

impeachment crisis. People close to the Trump administration however say the impeachment 

inquiry isn’t affecting trade talks with China. Any attempt to portray anything different is an 

attempt to weaken the U.S. hand at the negotiating table would be a miscalculation by the 

Chinese. The Chinese has their own domestic problem where Hong Kong demonstrator 

remain unrest.  

There is a possibility that US and China will have a "mini deal" and avoid an escalation. China 

needs agricultural products such as pork that Trump wants it to buy so he can placate 

American farmers. And even people in the White House concede there’s a U.S. incentive to 

hold off on further tariffs to avoid a worsening economic slowdown going into 2020.  



 
 US Getting Hurts 

 
U.S. hiring missed projections in September and wage gains cooled, offering a warning that the 
record-long expansion is poised for further slowing even as the jobless rate fell to a half-century 
low. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Private payrolls expanded by 114,000 and missed the median estimate of economist for a 
130,000 gain.  Total nonfarm payrolls climbed a below-forecast 136,000, which was boosted 
by 1,000 temporary government workers to prepare for the 2020 Census count. Average hourly 
earnings rose 2.9% from a year earlier, the weakest in more than a year and missing estimates. 
The jobless rate unexpectedly dropped to 3.5%, the lowest since December 1969, from 3.7%. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 Indonesia’s inflation and forex reserve 
 

Indonesia’s CPI rose by 3.39% rose 3.39% in September from a year earlier, compared with 

an inflation rate of 3.49% in August. Analysts polled by Reuters had forecast 3.52%.The 

annual core inflation rate, which excludes government-controlled and volatile food prices, 

picked up slightly to 3.32% in September from 3.30% a month earlier. In month to month 

basis, Indonesia recorded an unexpected deflation of 0.27%. 

Indonesia’s official reserve assets at the end of September 2019 stood at USD 124.3bn, 

remain sufficiently high despite lower than USD 126.4bn at the end of August 2019. The 

official reserve assets position was equivalent to finance 7.2 months of imports or 7.0 months 

of imports and servicing Government’s external debt, and well above the international 

standard of reserve adequacy of 3 months of imports. The decline in official reserve assets in 

September 2019 was mainly influenced by the obligation of government external debt 

repayments and banks’ foreign currency placement reduction in Bank Indone  



 
Market Indexes (30 September – 8 October 2019) 

 During the period, JCI fell by 2.5% to 6,039 breaching psychological 6,000 for a moment before 

bounce back and hovering at around the current level. Negative news from both local and 

international market put heavy pressure to JCI. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

JCI last 1 year as of 8 Oct 2019 (Source: Yahoo Finance) 

 We think JCI is in the critical support area and will move at this level as investors are waiting for the 

progress of the trade war later this week. If U.S and China leave the meeting with empty hands we 

might see another selling wave on JCI and our next support level will be 5,700. 

 Our stance is to maintain cautious view and overweight on stocks with defensive nature such as 

infrastructure. 

 

 

 

 

 

 

--- End of report --- 
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