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M2 Feb20: worst is yet to come

m  Money supply (M2) inched-up to 7.8% yoy (vs 7.1% in Jan), due to higher
net foreign asset (NFA) and net domestic asset (NDA) at 9.9% and 7.2%.

m  Higher NFA was due to low base effect (-5.1% in 2019), while higher
NDA was due to increased government operation (+2.8% yoy)

m  We are on the view that recent situation is not reflected in the promising
Feb M2 data. Macroeconomic stability is key to survive the storm

Recent government stimulus is enough to avoid recession

Relatively promising indicator in Feb M2 was not yet reflecting the recent
sharp reversal in macroeconomic indicator in March. Both the increase in
NFA and NDA will turn around in March, judging by the amount of capital
reversal (-Rp167tr, Rp153.4tr in bonds and Rp13.4tr in equity) and the sharp
depreciation in Rupiah (-13% to Rp16.2k) since late Jun. Recent government
measure to widen the fiscal deficit to around 5.1% may to some extent help
alleviate the impact of coronavirus outbreak.

Recovery bond may result in higher money supply but Rupiah impact
shall be manageable

The financing of the wider fiscal deficit, of which around Rp200-500tr will be
in the form of recovery bond and to be entirely subscribed by Bl we believe.
This will ultimately affect to an additional of 3% to 8% increase in the M2 and
will likely affect the Rupiah exchange rate and inflation. However, as all other
countries are also doing similar policy, we see the impact of the recovery
bond issuance to be limited to Rupiah exchange rate. We currently project
exchange rate to be Rp16k/US$ for 2020 average. Concurrently, we also see
the impact to inflation will remain low as well amid weaker economic activity.
Possibility of lower fuel price due to weak global oil price shall also be a boon
for inflation.

Macroeconomic stability is imperative

We believe macroeconomic stability is the key in order to gain investor’s trust
and maintain the credit rating position. Ensuring the continuity of economic
activity growth, while at the same time containing and overcome the current
outbreak will require drastic measures as reflected in the recently issued
PERPPU. We believe recent economic package stimulus from the
government may be enough to maintain economic growth at positive level.
Our preliminary figure suggests economic growth may be around 2% in 2020,
lower than 4-4.5% our initial estimate.

Fig. 1: Low and tame inflation in 2020
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Fig. 2: Money creation grow more

215 2016 2017 2018 2019 Feb19 Jan20 Feb20  Dec19 Jan20 Feb-20
%YoY
Broad Money (M2) 90 100 83 6.3 6.5 6.0 7.4 78 11 -15 12
Net Foreign Asset 54 104 187  -64 44 51 9.6 9.9 03 12 45
Net Domestc Asset 9.9 99 46 114 72 104 6.3 7.2 15 23 0.0
Narrow Money (M1) 120 173 124 48 74 25 75 3.5 08 52 14
Deposis (D) 8.0 96 8.3 6.1 6.4 58 65 75 08 -4 15
Private Cradt (L) 10.1 75 82 17 59 120 57 5.5 15 -21 05
LD Raso (%) 942 927 926 975 970 973 954 955

Source: Bl, Indo Premier

Fig. 3: Private credit in total decelerate, but deposit grew Fig. 4: but investment credit still withholding
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Fig. 5: Bank’s liquidity in Bl already at higher level Fig. 6: higher government operation in Feb
600 Rptr Liquidity in The Central Bank 35 9 Rpbn ;
(end of month position)
500 30
©
400 2 - 8
300 20
@
el
200 15 o
1°°| ||||| "] 5 ol 2 Lzzcol-R-RE
B 513 o = Z oo o 5o = ~ ~
- > — 3 -~ o
(100 Q N @ O > ° o A Q Q) S
geoeIIdzegeeeeennRReR22y N Q N & & N N & & N N
mmmm SB| e Fashi TDs RR SUN === Total Open Market Operation W Social assistance ™ Capital spending
Source: Bl, Indo Premier Source: Bl, Indo Premier
Page 2 of 3

Refer to Important disclosures in the last page of this report



INDOPREMIER Y

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.



