
Indonesia 2Q GDP surpassed        
expectation at +5.44%YoY vs 5.2% 
forecast. Private consumption      
accelerated at +5.5%YoY in 2Q         
vs +4.3%YoY in 1Q22 driven by      
service-related spending due to 
high   mobility during the Hari Raya. 
On sector basis,       transportation, 
restaurant and hotel led the growth. 
Growth in gross fixed  capital              
formation eased to +3.1% YoY from 
+4.1%YoY in 1Q22 on  lower             
building investment.    Government 
expenditure   declined 5.2%YoY on 
fiscal consolidation process. 

Indonesia July consumer                
confidence index dropped to 123.2 
vs 128.2 in the previous month. The 
middle upper class (monthly income 
of greater than Rp5mn) booked a 
deeper decline than the other 
groups as they were more cautious 
on the business outlook.  

July trade balance recorded                
a surplus of USD 4.22bn vs            
expectation of USD3.95bn. Export 
grew slower at +32%YoY vs +41%

YoY in the previous month on         
softening CPO prices. Import 
growth accelerated to 39.86%YoY 
from +22%YoY in June as domestic  
demand improved.  

Indonesia 2Q current account     
reported a surplus of USD3.85bn or 
equivalent to 1.1% of GDP. The four 
consecutive quarterly surplus was 
supported by recovery      in  global 
demand and high   commodity     
prices. Financial   Account deficit in 
2Q narrowed to USD1.1bn from           
-USD2.1bn in 1Q; still due to bond 
outflow. Balance of Payment         
recorded a surplus of USD2.4bn in 
2Q22 resulting 1H22 BoP surplus 
reached USD0.6bn. 

Draft Fiscal Budget 2023: State    
revenue targeted to increase by 
0.3% to Rp 2,443.6tn with tax         
revenue targeted to increase by 
4.8% and non-tax state revenue        
to decline by 16.6% due to           
normalizing commodity prices.   
Expenditure to decline by 4% to        
Rp 3,041.7tn resulting FY23 fiscal 

deficit target of 2.85% of GDP.        
Macro assumptions are: 5.3% GDP 
growth, 3.6% Inflation, average 
USDIDR at Rp14,800 and oil price at 
USD90/bbl. Government bond       
financing is stable at Rp712.9tn vs 
Rp711.6tn in 2022  

Bank Indonesia increased the        
policy rate by 25bps to 3.75%. The 
hike was a pre-emptive move and 
forward-looking measurement to 
mitigate the risk of rising core          
inflation and fuel prices. BI           
expected the FY22 economic growth 
to be more on the upper range of 
4.5-5.3%. Indonesia July FX reserve 
dropped to USD132.2bn from 
USD136.4bn in the previous month 
due to exchange rate stabilization.  

August inflation recorded at 4.69%
YoY / a deflation of 0.21%MoM. 
Month on month deflation was due 
to declining transportation and food 
prices. The core inflation rose to 
3.04% from 2.86% in the    previous 
month. 
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Equity 

Local Market 

JCI gained 3.3% in the past one 
month with around Rp 7.5tn net  
foreign buy. Better than expected 
earnings results coupled with series 
of solid macro data and stabilizing 
oil price has attracted foreigners to 
return to Indonesia market. Market 
reaction was muted on unexpected 

BI rate hike yet investors were        
cautious approaching the end            
of month as government was              
calculating and considering            
increasing the fuel price. The         
best index performer was                         
IDXInfrastructure (+5.5%) lifted by 
telecommunication and tower        
companies as competition subdued 

and improving macro condition that 
benefit the sector. IDXEnergy 
(+2.2%) was positioned as second 
best performer thanks to elevated 
coal prices. IDXCyclical ( -1.7%) was 
the worst performer dragged down 
by retailers and media companies.  
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Global Market 

DJIA 31,510.43 (-4.1%); S&P 500 
3,955.0 (-4.2%); NASDAQ 11,816.2       
(-4.9%). Stocks rallied at the          
beginning of the month as data 
showed inflation cooled. US July CPI 
slowed to 8.5% from 9.1% in the     
previous month and was lower than 
consensus expectation of 8.7%. 
MoM inflation was flat as energy 
priced declined 3.6% and gasoline 
fell 7.7%; while food prices             
increased 1.1%MoM and shelter in-
creased 0.5%. The stocks reversed 
the course after Fed ’s Jackson Hole 
meeting that reiterated its              
restrictive stance. The Fed              
acknowledged that tight policy 
would mean slower growth and   
softening labor market yet the        
impact of failure in restoring price 
stability would be worse than it.  

NIKKEI 28,091.53 (+1.0%); Hang 
Seng 19,954.39 (-1.0%); Shanghai 
Comp 3,202.14 (-1.6%); Straits 
Times 3,221.6 (+0.3%); FTSE Malay 
KLCI 1,512.05 (+1.3%); KOSPI 
2,472.1 (+0.8%). China July export 
+18%YoY and import +2.3%YoY       
resulting USD101.26bn trade          
surplus vs USD90bn expectation. 
China July CPI increased 2.7%YoY 
(the most since July 2020) while its  
PPI increased 4.2%YoY. The retails  
sales grew 2.7%YoY yet it was below 
consensus expectation of 5% and 
growth in June of 3.1%. Industrial 
production rose 3.8%YoY which was 
also below consensus expectation of 
4.6% and growth in the previous 
month of 3.9%. People's Bank of  
China unexpectedly cut its one -year 
policy loan by 10 bps to 2.75% to 
spur growth. Thailand central bank 
hiked rates (the first time since          
3 years ago) by 25bps to 0.75% to 
combat inflation. The country July 
inflation hit 7.61% and was the  
highest in the past 14 years. Japan 
2Q GDP grew 2.2%QoQ with its          
private consumption up 1.1% as 
covid restriction was relaxed.            
Singapore July CPI increased 7%YoY, 
the fastest pace in the past 14 years; 

driven by food and utilities prices. 
Bank of Korea hiked policy rate by 
25bps to 2.5% to cool inflation.         
The bank also upgraded FY22 the 
inflation forecast to 5.2% from 4.5% 
and cut growth forecast by 10bps to 
2.6% 

FTSE 100 7,284.2 (-1.9%); CAC 40 
6,125.1 (-5.0%); DAX 12,834.9            
(-4.8%). BOE hiked rate by 50bps to 
tame inflation; the sixth consecutive 
increase brought the policy rate to 
1.75%. The central bank expected 
inflation to peak at 13.3% in October 
and remained elevated through 
most of 2023. UK 2Q GDP declined 
0.1%QoQ vs 0.3% contraction       
expectation; the number slowed 
down from +0.8% in 1Q. The        
contraction was dragged down by 
decline in service output from health 
and social work activities. UK July 
inflation accelerated at +10.1%YoY 
vs +9.4%YoY in June. Core  inflation 
came at +6.2%YoY vs +5.8%YoY in 
the previous month. German July 
CPI recorded at +7.5%YoY/0.9%
MoM, inline with expectation.       
Europe August Flash PMI dropped to 
49.2 from 49.9 previously. 

Outlook & Strategy 

We expect continuing volatility in 
the market following global           
recession fears on the back  of   
higher inflationary environment and 
geopolitical situation. Upcoming fuel 
price hike could  result to knee jerk 
reaction to the equity market 
though we think  impact should be 
healthy for the long term.  

Recently, our global economist team 
downgraded the global GDP growth 
target from 2.7% to 2.6% for 2022 
and from 2.7% to 1.5% for 2023 as 
global macroeconomic    conditions 
seems to be under the weather.  
Additionally, geopolitical tensions 
remain high including between       
Russia and western countries as well 
as between the US and China. The 
US is facing     recession risks as high 
inflation prompted the Fed to       
remain hawkish as mentioned by 

Chairman Powell during the Jackson 
Hole  symposium. Europe is facing 
rising inflation and pressure in 
growth due to the energy crisis  
caused  by tensions with Russia.   
China      continues to face economic          
slowdown due to its zero covid         
policy while global economic         
slowdown by hit China’s exports 
and, thus, economic growth going 
forward. Investors also started to 
question President Xi’s economic 
targets given the lockdowns           
occurring in China. The cloudy         
situation in the global market has 
caused investors to jitter as they 
look for safe alternative for their 
investments. Hence, some investors 
are still seeing Indonesia as              
an attractive option given its               
fairly        attractive valuation, high               
commodity price, and solid            
macroeconomic data. Though we 
think that we need to be vigilant 
should global condition worsens as 
it may somewhat impact Indonesia 
eventually. 

The government announced plan to 
increase the Pertalite, Pertamax, 
and Diesel fuel prices. As the fuel 
price increase may push up          
inflation, investors are starting to 
get worried that it may impact       
purchasing power. The upcoming 
fuel price hike has already           
prompted Bank Indonesia to         
increase its policy rate by 25bps last 
month. Though we think that there 
may be a knee jerk reaction from 
the fuel price hike, long term wise it 
should be healthy for the state 
budget as well as for the equity    
market. The government has        
already announced cash handouts 
to minimize impacts from the fuel 
price hike. Hence, depending on the 
magnitude and the timing, we think 
that impact from the fuel price hike 
should be more    manageable. The 
biggest risk would be on the            
mid-to-low end consumer segment 
as they are the ones most impacted 
by the fuel price hike.  

          



3 Monthly Market Commentary 

Fixed Income 

Indonesia 10 years government 
bond yield was flat at 7.13%            
compared to the previous month. In 
comparison, the US 10-year treasury 
note increased by 54.7bps to 
3.198%. They yield went up as the 
Fed to maintain its hawkish stance. 
Fed Reserve Chairman reiterated the 
central bank's focus to bring down 
inflation to 2% target in the Jackson 
Hole meeting. He also    argued that 
restoring price stability would      
require restrictive tight policy stance 
for some time and the Fed would 
avoid premature policy    loosening. 
NY Fed President, John Williams,  
reiterated Mr. Powell's view that  
restrictive policy stance will remain 
for some time.  Mr William's believed 
that reducing inflation would require 
positive real interest rate. Indonesia 
10 years USD global bond yield at 
4.04%. IDR was flat at 14,843.  

Outlook & Strategy 

Higher inflation and rising interest 
rates remain as challenges to the 
bond market though we think that 
the negative sentiments have been 
mostly priced in reflected by the 
large foreign outflow YTD. Policy 
rate increase may give some           

pressure on the short end series. 
One risk is the fact that banks may 
start to grow their loan once again 
as the economy recovers, hence, 
reducing the needs for them to keep 
government bonds as reserve.         
Another risk is when banks start to 
increase their deposit rates which 
would prompt some investors to 
shift from bonds to deposits. We 
think that low foreign ownership of 
government bonds at about 15% 
would limit downsides in the bond 
market. Hence, should market get 
corrected and yield jump up, foreign 
investors may look to re-enter at 
attractive entry points. However, 
inflationary risks would also limit 
upside at this juncture, thus, we do 
not expect any major rally in the 
bond market in the short term. 

Recent news on upcoming fuel price 
hike should be positive for the bond 
market in the long run as it would 
bring down the budget deficit.     
However, the increase in inflation 
would overshadow the bond         
market’s performance in the short 
term. The expectations of high         
inflation would hence limit upside 
on the bond market though low    

foreign ownership would limit   
downside as well. We think that high 
proportion of local investors in the 
bond market has been keeping the 
market steady and that the trend 
should continue for awhile. Hence, 
we do not expect many sell offs  in 
the bond market. The low bank       
deposit rates kept government bond 
attractive to local especially retail 
investors. Additionally, local              
investors are also less sensitive to 
macro news compared to foreign 
investors. Therefore, we think the 
risk on the bond market would be if 
banks start to increase its deposit 
rates given Bank Indonesia recently 
kicked-off its round of rate hikes. 
Core inflation has started to come 
up with higher service costs and 
may trigger Bank Indonesia to       
further increase its  policy rate.         
Indication from Bank Indonesia 
seems to show that the central 
bank’s move will depends on        
government’s policies such as the 
upcoming fuel price hike. Though 
we think that Bank Indonesia will 
not be as aggressive as the Fed in 
hiking its policy rate.  
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DISCLAIMER 

INVESTMENT IN MUTUAL FUND CONTAIN RISKS, PRIOR TO INVESTING IN MUTUAL FUND, INVESTOR MUST 
READ AND UNDERSTAND THE FUND PROSPECTUS. PAST PERFORMANCE DOES NOT INDICATE FUTURE                         
PERFORMANCE. 

The views and opinions contained herein are those of the author(s) on this page and may not necessarily              
represent views expressed or reflected in other Schroders communications, strategies or funds. This material 
is intended to be for information purposes only and is not intended as promotional material in any respect. 
The material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. It is 
not intended to provide and should not be relied on for accounting, legal or tax advice, or investment          
recommendations. Reliance should not be placed on the views and information in this document when taking 
individual investment and/or strategic decisions. Past performance is not a reliable indicator of future results. 
The value of an investment can goes down as well as up and is not guaranteed. All investments involve risks 
including the risk of possible loss of principal. Information   herein is believed to be reliable, but Schroders 
does not warrant its completeness or accuracy. Some information quoted was obtained from external sources 
we consider to be reliable. No responsibility can be accepted for errors of fact obtained from third parties, and 
this data may change with market conditions. This does not exclude any duty or liability that Schroders has to 
its customers under any regulatory system. Regions/ sectors shown for illustrative purposes only and should 
not be viewed as a recommendation to buy/sell. The opinions in this material include some forecasted views. 
We believe we are basing our expectations and beliefs on reasonable assumptions within the bounds of what 
we currently know. However, there is no guarantee that any forecasts or opinions will be realized. These views 
and opinions may change.   

PT Schroder Investment Management Indonesia is licensed and supervised by Indonesia Financial Services 
Authority (OJK). 
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