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Macroeconomics Indicator

2022 2023F 2024B

GDP growth (%YoY) 531 5.09 5.01
Inflation (%YoY) 551 252 232
Bl rate (% Year-end) 550 6.00 6.00
Rp/US$ (Average) 14,855 15,203 15,451
CA deficit (% of GDP) +11  -05 -07

Fiscal deficit (% of GDP) 2.38 241 2.04
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Sep23 CPI preview: mom pick-up on
FnB and logistics costs

m  We estimate headline CPI to be at ¢.4+0.17 mom/+2.26% yoy in Sep23 (-
0.02% mom/+0.13% yoy in Aug23) mainly due to higher FnB cost.

m  Rupiah depreciated by -0.7% mom/-2.4% yoy to Rp15.4k/US$ in Sep23,
while YTD appreciation was only at +0.8% YTD (vs. +2.2% in Aug23).

m Bl rate may be kept unchanged in Oct23 meeting but we still expect 25bp
hike to ¢.6.0% in c.Nov/Dec23 mainly for interest rate parity.

Expect higher mom headline CPI

We expect headline CPI to be at ¢.+0.17% mom/+2.26% yoy in Sep23 (-0.02%
mom/+3.27% yoy in Aug23) mainly due to higher FnB prices. Higher fresh food
price was led by persistently high rice price at ¢.+3.7% mom/+17% yoy in
Sep23 (+0.4% mom/+14.8% yoy in Aug23). Likewise, sugar price also rose by
+1% mom/+3.5% yoy (+0.7% mom/+2.1% yoy in Aug23). However, this was
mitigated by other fresh food prices which drop by c.-3.8% mom/-2.1% yoy. In
sum, we expect headline CPI to decelerate in 4Q23 from high base effect from
the subsidized fuel price increase in Sep22.

Prolonged elevated rice price on supply side issue

We see that elevated rice price was mostly due to supply-side constraint as El-
Nino is predicted to prolong until c.Dec23, before the starting of the initial
rainfall in Jan24. Moreover, BMKG implied the EI-Nino impact will be amplified
during dry season in ¢.Sep-Oct. However, government has intervened the rice
supply issue with a total of 1.4mn tons new supply from imports and starting
the government rice aid program for poor people in Sep-Dec23 amounting
roughly 210k tons/month.

Higher restaurant & logistics cost

We expect a pick-up in restaurant and logistics price due to higher raw
materials prices estimated at c. 4-6% and higher logistics cost at around 8-10%
from non-subsidized fuel prices increase by 13.2% in avg. Meanwhile, we see
transportation category to remain stable as we expect lower airline fares at
around 25% mom from low demand seasonality in Sep23. However, risk may
come from higher jet fuel prices by ¢.4+8.6% mom (+5.6% mom in Aug23).

Core CPI to slightly decelerate but remain within the target range

We expect core CPI to be at ¢.4+0.1% mom/+1.97% yoy in Sep23 (+0.13%
mom/+2.18% yoy in Aug23). Our reading suggests still challenging
households’ spending appetite since individual savings still rose by +5.2% yoy
(+4.6% yoy in Dec22). However, the global gold price acceleration by +0.2%
mom/+14.4% yoy (-1.6% mom/+8.8% yoy in Aug23) may translate into higher
jewelry made of gold that may adversely impact the core inflation.
Nevertheless, we expect spending appetite to accelerate in upcoming months
on more intense election activity.

Expect unchanged Bl rate in Oct23 but still expect 25bp hike in Nov/Dec
We see the Bl rate to be kept unchanged at 5.75% in Oct23 meeting on
declining inflationary trend. However, we see that risk may come from Rupiah
that already depreciated by -0.7% mom/-2.4% yoy to Rp15.4k/US$ in Sep23.
For now, we keep our Bl rate expectation at ¢.6.0% (another 25bp hike in
c.Nov/Dec23) to guard the macroeconomic stability via interest rate parity.
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Fig. 1: Rice price is surging

Fig. 2: while red onion and chili declines
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Fig. 3: cooking oil price was flat Fig. 4: likewise beef, but chicken meat declined
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Fig. 5: cheaper chicken egg and garlic price Fig. 6: Rupiah appreciation eased, risk to reverse into depreciate
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Fig. 7: however, domestic inflation and M2 decelerated

Fig. 8: Global gold price remains relatively strong
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Fig. 9: Oil import in volume surged in May-Jul23 Fig. 10: expect surging oil import in value on elevated global oil price
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The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the
subject securities or issuers; and no part of the research analyst's compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed in the report.

DISCLAIMERS

This research is based on information obtained from sources believed to be reliable, but we do not make any
representation or warranty nor accept any responsibility or liability as to its accuracy, completeness or correctness.
Opinions expressed are subject to change without notice. This document is prepared for general circulation. Any
recommendations contained in this document do not have any regard to the specific investment objectives, financial
situation and the particular needs of any specific addressee. This document is not and should not be construed as an
offer or a solicitation of an offer to purchase or subscribe or sell any securities. PT Indo Premier Sekuritas or its affiliates
may seek or will seek investment banking or other business relationships with the companies in this report.



