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Macroeconomics Indicator

2018  2019F
GDP growth (%YoY) 5.2 5.2
Inflation (%YoY) 3.1 3.1
Bl rate (% Year-end) 6.00 4.75
IDR/USD (Year-end) 14,282 14,426
CA balance (% of GDP) -3.1 -3.0
Fiscal balance (% of GDP) -1.8 -1.8
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Money & Forex Reserves

Latest %YoY

M1 — Sep19, Rp tn 1508.8 6.9
M2 —-Sep19, Rp tn 6003.6 71
Reserves — Oct19, US$ bn 126.7 10.0

Sources: Bl, BPS, CEIC
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Mild November inflation, more room
for rate cuts

m  November’s inflation of 0.14% mom was milder than expectation

Inflation was due to increasing price in raw and processed food, the
latter was contributed by higher cigarette price.

m  FY19 inflation outlook will be softer than our/Bl initial expectation which
shall give more room for rate cuts (earliest next year).

Inflation came below forecast

Nov19’s inflation of 0.14% mom was softer than our and consensus
expectation of 0.24%/0.2% mom on the back of lower administered, volatile,
and core prices this year, this was against historical November inflation or
within the last five years (see: Fig. 6). Cumulatively, inflation has as of now
reached 2.35% 11M19; and is 12bps lower than 11M18 figure of 2.47%.

Raw and processed food prices were inflation trigger

Raw and processed food prices (0.37% and 0.25% mom) were the largest
contributor for Nov19 inflation (altogether contributed more than three-fourth
of headline inflation - Fig. 1). This is still in-line with historical pattern, where
raw food inflation usually picked up in November, after weak price growth in
the preceding months; whereas processed food inflation often grew softer in
November and 4Q, similar to this year.

Cigarette prices contributed 14% of headline inflation

This year, processed food price increased by 0.25% mom/ 3.91% yoy,
triggered by, mostly, higher cigarette prices. In Oct19, the government signed
a regulation that revises up excise tax stipulation by c. 21.6% starting Jan20.
In response, cigarette prices had been increased as early as Nov19,
according to findings by the Central Statistics Agency (BPS), and its
subcategory underwent 0.68% price hike, which accounted for 14% of
headline inflation.

Lower inflation by year-end, more room for potential rate cut

Latest inflation registration, which was lower than expected, bestows a lower
full-year prospect for this year. We forecast inflation to close at 2.9% FY19,
lower than our previous projection of 3.1% (which was also in-line with BlI).
The low inflation would create additional space for any potential future rate
cut though we expect the earliest cut will be next year instead of Dec, as Bl
has maintained its accommodative stance.

Fig. 1: Inflation breakdown Nov19

0,
Item MNM9 HMIE WYY  1OMIS  %MoM Jan-Novid JanNovis c“m
Headine 386 1346 30%  1%2  33% 1375 1334 31%
Food 53 M54 50% 1448 52% 1514 1460 37%
Processed Food, Bev., Tobacco 495 439 3.9% 436 4.1% 470 1417 3.7%
Housing & uties B2 109 18% 1306 20% 124 194 23%

1 1 1 1
1 1 1 1
1 1 1 1
1 1 1 1
Clothing 128.1 122.1 5.0% 1218 52% 1254 1204 4.2%
1 1 1 1
1 1 1 1
1 1 1 1
1 1 1 1

Healh 331 288 34% 283 3.8% 312 1211 3.2%
Education & Recreation 298 255 34% 255 34% 215 1234 3.3%
Transportaton, Comm., Finance 332 321 0.9% 314 1.4% 338 130.7 24%
Core Infaion 30.2 26.3 3.1% 26.0 3.3% 28.6 1246 3.2%

Sources: Statistics Indonesia, IndoPremier
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Fig. 2: Inflation (% yoy) Fig. 3: Core inflation (% yoy)
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Fig. 4: Inflation by broad category (% mom) Fig. 5: Inflation by broad category (% yoy)
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Fig. 6: Core, volatile, administered inflation (%, mom)
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ANALYSTS CERTIFICATION

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.



