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June20 CPI: better than expected CPI

m  Headline inflation came as a surprise at 0.18% mom (+1.96% yoy) in
Jun, above our and consensus expectations at -0.02% and 0.05% mom.

m  Pick-up in inflation mainly due to fresh food (+0.47% mom), sports &
recreation (+0.13% mom) and restaurant (+0.28% mom).

m  We foresee inflation in 2020 will remain benign and manageable at 1.8%
yoy mostly due to lower food, transport and energy prices.

Recovery in consumption, albeit not too strong

Headline inflation accelerated to 0.18% mom (+1.96% yoy) in Jun, from
+0.07% mom (2.19% yoy) in May, this was higher than our and consensus
estimates at -0.02% mom (+1.76% yoy) and +0.05% mom (+1.84% yoy).
Higher monthly inflation in June was due to fresh food prices at +0.47% mom
(vs -0.32% mom in May), recreational & sports prices at 0.13% mom (vs
+0.06% mom in May) and restaurant prices at 0.28% mom (vs 0.08% mom in
May). The increase in these types of goods category were consistent with the
gradual relaxation of the large-scale social restriction (PSBB).

Inflation will remain low, even if there is a pick-up in money supply

We are on the view that full year inflation in 2020 will remain benign and
manageable at 1.8% yoy mostly due to lower food, transport and energy
prices. Moreover, despite the concern that money supply may likely increase
going forward (+10.4% yoy in May), we see its impact to inflation number to
be limited. This is due to the weak economic growth and lower energy price
that will mitigate the inflationary effect of the increased money supply. The
money supply may potentially grew more than +25% yoy if in accordance
with the recent government financing needs of around Rp1,039tr, including
the expected incoming foreign flows of around Rp500tr (Rp200tr on portfolio
and Rp300tr on others).

25bp adjustment to the policy rate this month

We see Bl rate this month to be lowered by 25bp to 4.0%, as we believe the
accommodative stance from Bl will continue. In addition, we also foresee a
potential cut by another 50bp in Bl rate to 3.5% most likely in 4Q, this is
imperative to kick-start the economic growth.

Fig. 1: Adjustment in Bl rate by 25bp
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Fig. 2: Headline and core inflation continue to decline Fig. 3: along with administered and volatile food (fresh food) prices
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Fig. 4: Chicken price increase quite steep during June Fig. 5: but other food crops turns cheaper
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Fig. 6: Prices of food, clothing and transportation become cheaper
Apr-20 May-20 Jun-20 Apr-20 May-20 Jun-20 2019 2020

%MoM %YoY %YoY avg.
Consumer Price Index 0.08 0.07 0.18 2.67 219 1.96 3.03 2.57
Food, Beverages, Tobacco 0.09 -0.32 0.47 5.28 3.37 3.03 3.73 4.69
Clothing & Footw are 0.04 0.09 0.02 2.26 1.95 1.27 3.76 2.13
Housing, Bectricity, Gas and Fuel 0.09 0.04 -0.04 1.22 1.24 1.12 2.28 1.32
Household utilities 0.09 0.10 -0.03 2.49 2.25 1.66 4.22 1.21
Health 0.23 0.27 0.13 4.08 413 4.16 3.22 4.04
Transportation -0.42 0.87 0.41 -1.78 -1.37 -0.95 3.25 -0.91
Information, Communication & Financial Services -0.34 0.08 -0.06 -0.37 -0.29 -0.30 2.24 -0.21
Recreation, sports & cultural 003 | 006 013 | 156 148 142 NA 160
Education 0.00 0.00 0.00 3.75 3.68 3.66 N/A 3.74
Restaurant 018 | 008 028 | 399 362 29 NA 372
Personal services & Other services 1.20 0.12 -0.08 6.49 6.46 5.66 NA 5.56
By component
Core 0.17 0.06 0.02 2.85 2.65 2.26 3.14 2.71
Administered -0.14 0.67 0.22 -0.09 0.28 0.52 2.30 0.34
Volatile -0.09 -0.50 0.77 5.04 252 2.32 3.65 4.53

Source: BPS, Indo Premier
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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.



