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Macroeconomics 

Indonesia’s 3Q-19 GDP growth was 
recorded at 5.02% YoY, slightly down 
from 5.05% YoY in 2Q19. Net export 
was the main supporter for 
Indonesia’s GDP growth last quarter. 
However, domestic demand was 
weaker than expected in 3Q-19. The 
weakness in domestic demand also 
shown in the October nationwide car 
sales number which was announced 
during the week. The October 2019 
96k units implied +3% MoM, but -9.4% 
YoY. Hence the total 10M-19 of car 
sales  fell 11.8% YoY. 

Subdued domestic demand and 
import restriction policy have 
outweighed declining export 
commodity prices and resulted into a 
better trade balance number in 
October. The trade balance swung 

back into a small surplus of US$ 161 
million in October, the highest level 
since June, as imports fell at a faster 
pace than exports. This should sustain 
the improvement trend in our current 
account deficit (CAD) as it narrowed to 
-2.66% of GDP in 3Q-19 from -2.93% in 
2Q-19. 

Meanwhile, budget deficit slightly 
widened from 1.57% of GDP in 
September 2019 to 1.80% of GDP in 
October 2019. Tax revenue growth 
remained negative at -3.0% YoY in 
October dragged by slow VAT 
collection. Meanwhile, the 
government spending growth fell due 
to drop in subsidy spending growth. 
Ultimately, this leave the government 
limited room to support growth via 
fiscal policy for next year. 

On the monetary front, Bank 
Indonesia maintained the 7 Days 
Reverse Repo Rate at 5.0% but cut the 
reserve requirement by 50bps to 
5.5%. Supported by stable Rupiah and 
inflation as well as the need to 
support growth, we believe that the 
Central Bank still has room to cut the 
benchmark interest rate further in 
2020. Meanwhile, the reserve 
requirement cut should pump in 
liquidity to the banking system and 
give support to the equity market. 
However, the bond market would be 
the better beneficiary as it may limited 
additional supply of government 
bond in December 2019 and support 
the bond price.

Equity 

Local Market 

JCI returned to negative territory in 
November with a MoM decline of -
3.5%. Foreign outflow was at IDR 6.9 
trillion (US$ 477.12 million) in 
November 2019 compared to IDR 3.8 
trillion (US$ 268 million) in October, 
led by sell outs in the 
telecommunication, banking, auto, 
and media sectors. November news 
flows unfortunately did not manage 
to excite the market. Corporate 
earnings in 3Q-19 were rather 
lackluster. GDP growth in 3Q-19 was 
booked at 5.02%., stable, but not 
enough to excite the market as 
domestic demand still indicate 

weakness. The weakness in JCI is also 
attributed to: 1) increased weighting 
of China A-Share to the MSCI index 2) 
Increased tension between the US 
and China after President Trump 
signed the bill in support of the 
protestors in Hong Kong, which has 
raised investors’ concerns especially 
as we are closing in to the trade war 
phase one deal this December. On the 
positive note, Bank Indonesia 
decision to maintain the 7 days 
reverse repo rate at 5.0% and cut the 
reserve requirement rate by 50bps 
brought positive sentiments to the 
market. Trade surplus turned out to 
be positive as well. 

Mining stocks were the worst 
performer during November, 
dropped 9.5% MoM. Metal mining 
names such as INCO and ANTM were 
hit due to the weak nickel price which 
crashed by 17.9% MoM to 
US$13,670/mt. Concerns on 
weakening demand from slowdown 
in industrial and manufacturing 
raised concerns and negatively 
impacted steel demand. The index 
was mainly dragged by INCO (-19.1%), 
ANTM (-15.7%), TRAM (-51.9%), ITMG 
(-23.1%), PSAB (-33.2%). The index 
outperformers were mainly BRPT 
(+43.2%), CPIN (+6.8%), SINI 
(+501.9%), ESIP (+209.8%), KMTR 
(+1.9%). 
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Global Market 

For 3 straight months, the US market 
continued to recorded gains 
supported by the technology, 
healthcare, and financial sectors. DJIA 
28,051.4 (+3.7%); S&P 500 3,140.98 
(+3.4%); NASDAQ 8,665.5 (+4.5%). 
Recent macro data indicated the US 
economy expanded at a better pace 
than estimated. Investors remain 
cautious with the next phase of the 
US-China trade war dubbed Phase 
One this month. Beijing is also 
cautious of President Trump after the 
latter signed the bill to support Hong 
Kong protestors. The Consumer 
Confidence index fell to 125.5 in 
November from 126.1 in October. The 
Fed hinted that low inflation would 
keep interest rates low. The three rate 
cuts this year have led to increasing 
home purchases and supported the 
economy’s longest expansion on 
record. 

Asia market closed sideways in 
November as investors were faced 
with weak corporate earnings, 
uncertain outlooks, as well as 
intensifying US-China tension due to 
the US signing the bill supporting the 
protestors in Hong Kong late last 
month. NIKKEI 23,293.9 (+1.6%); Hang 
Seng 26,346.5 (-2.1%); Shanghai 
Comp 2,871.98 (-1.95%); Straits Times 
3,193.9 (-1.1%); FTSE Malay KLCI 
1,561.7 (-2.3%); KOSPI 2,087.96 
(+0.22%). On the other hand, China’s 

improving PMI of 50.2 managed to 
give positive sentiment. Market is now 
waiting for the so-called Phase One 
deal between US and China this 
month. Monetary easing from central 
banks may be paused towards year 
end but may continue afterwards.  

The European market closed in 
positive tone as the equity market was 
under owned and market had low 
stimulus expectations. FTSE 100 
7,346.5 (+1.4%); CAC 40 5,905.2 
(+3.1%); DAX 13,236.4 (+2.9%). New 
ECB president, Christine Lagarde, set 
to undertake a new European policy 
mix and said that monetary policy 
could achieve the central bank’s goal 
faster with fewer side effects if 
supported by other policies. Eurozone 
manufacturing PMI slightly improved 
to three-months high of 46.6 in 
November, but still fall below 50 
which indicates purchasing managers 
reporting weak conditions. On the 
service side, PMI were also weak. 
Consumer prices in Germany fell 0.8% 
in November, below economists’ 
estimates of -0.5%. Inflation was 
pressured by weak energy prices, 
down 3.7% YoY.   

Outlook and Strategy  

While Market is anticipating updates 
on the trade war between US and 
China as phase one deal should be out 
on 15 December. Investors is 
expecting the tariff to be delayed and 

thus, bringing the two parties into a 
truce. We believe that this should be 
short term positive for the market as 
it will just prolong the trade war 
further from the outcome.  

Meanwhile on the domestic side, 
government is expected to issue 
reforms which able to promote 
growth and support domestic 
demand. On the monetary front BI 
maintains its dovish stance and still 
has room to cut rate due to 
manageable inflation albeit the room 
is more limited given it has cut 100bps 
this year and its stance to maintain 
stability especially on the Rupiah. In 
order to support growth, MOF has 
decided to widen its fiscal deficit 
target this year to 2.2% due to 
shortfall in tax revenue. This target is 
likely to be kept next year given the 
outlook of tax shortfall again in 2020, 
which means room for fiscal 
expansion is also limited.  

Policy reform is key for the 
government to push for business 
confidence and FDI. In the past, 
government intervention has been 
hindrance to foreigners in investing in 
Indonesia and negatively affect the 
market. The biggest catalysts for the 
market would be reforms including 
the proposed omnibus law and labour 
reform. The reforms, should it be 
passed, is seen to be business friendly 
and we believe would attract foreign 
fund to flow into the country.

Fixed Income 

In November, the bond market faced 
a bit of headwind but managed to 
book flattish return with 10-year 
government bond (FR78) yield inched 
up from 7.019% to 7.110% at the end 
of the month. The yield movement 
started with a downward trend in the 
first week of the month and continued 
with upward trend going forward. A 
mixed of global and domestic news 
resulted in the V shape movement. US 
Treasury yield moved sideways and 
slightly increased from 1.69% to 

1.77%, while USD denominated 
Indonesian 10-year yield (INDON29) 
was flat at 3% during the month.  

Overall, the month started with the 
continued rally of the bond market 
with FR78 yield bottoming at 6.96% on 
the back of positive sentiments 
regarding outlook on the US-China 
trade deal. However, the rally was 
halted on profit taking moves from 
bond investors. Moreover, news on 
the cancellation of the meeting 
between presidents Trump and Xi 

Jinping that was supposed to be held 
in Chile during the APAC meeting. 
Meanwhile, tension in the streets of 
Hong Kong continued to intensify 
which created negative sentiments 
among investors. Market is 
anticipating more colours on the 
phase one deal on tariffs on the US-
China meeting this coming 15 
December. 

On the domestic side, lack of 
confidence from investors on the 
3Q19 GDP growth of 5.02% turned 
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market sentiments to negative. 
Moreover, bond yield ticked up before 
the Bank Indonesia meeting as 
investors were concerned on 
increasing bond supply which might 
pressure bond price. On the contrary, 
the Central Bank decided to keep the 
benchmark rate flat at 5.0% and 
lowered the reserve requirement by 
50bps. This should limit bond supply 
towards the end of the year and give 
support to bond price. The Ministry of 
Finance has announced that it is 
cancelling government bond issuance 
in December as the issuance target 
has been achieved. 

All-in-all with November’s issuance, 
the government had issued IDR 901.9 
trillion of bonds gross and achieved 
102% of target assuming year end 

budget deficit of 2.2% of GDP. As the 
Ministry of Finance has cancelled the 
December issuance, supply risk 
should have dialed down for this year. 
As of the end of the month, foreign 
ownership of IDR government bond 
has reached IDR 1,069 trillion, which 
reflected a growth of 1.04% MoM 
from October. Thus, foreign 
ownership still represents 39% of total 
outstanding amount, flat MoM. 

Outlook and Strategy  

As Bank Indonesia maintained the 7 
Days Reverse Repo Rate and cut the 
reserve requirement, liquidity 
improved. Moreover, the Ministry of 
Finance has cancelled bonds issuance 
in December. Thus, supply risk should 
be muted towards the end of the year. 
We would need to rely on further 

stimulus from Bank Indonesia to 
continue next year in hopes to 
support bond price. In our view, risks 
will mostly come from sentiments 
coming from the global side 
particularly on the tension between 
US and China as well as outcome on 
the phase one trade deal. Movement 
of global interest rate would also 
move the bond market. As of now, the 
US seems to be at a further rate cut 
stance given the current condition of 
the US economy. Thus, we believe that 
other countries should still follow the 
Fed’s move as global GDP growth has 
been in a downtrend. 
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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 
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believe we are basing our expectations and beliefs on reasonable assumptions within the bounds of what we currently know. However, there 
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