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Executive Summary

= Indonesia's trade surplus unexpectedly rose to USD 3.12 billion in August 2023, double the
consensus estimate, driven by falling imports (-3.53% MoM) and rising exports (5.47% MoM),
although both declined YoY.

= August's larger surplus corrected July's narrow one, influenced by Pertamina's oil restocking,
which may recur at higher prices in the future.

= Export volumes increased in commodities (e.g., CPO, metallic ores) and manufactured items
(clothing, watercraft), reflecting global demand improvement signaled by strong August PMI
figures.

= Import trends (lower capital goods, higher consumer goods) were distorted by military
equipment imports and food reserves for inflation mitigation.

» Rising oil prices pose challenges for trade and growth. The Fed's stance and a stronger US
Dollar may affect consumer demand. Indonesia faces growth concerns and a widening current
account deficit, potentially requiring BI to maintain rates while using quantitative measures
to stabilize the exchange rate.

e Indonesia’s trade surplus saw an unexpected increase (USD 3.12 Bn) in August 2023, almost
twice the consensus (USD 1.6 Bn), mainly driven by a decline in imports (-3.53% MoM)
compared to increase in exports (5.47% MoM). However, both figures continued to decline
on YoY basis.

e To some extent, the bigger surplus was a kind of “error-correction” from July’s narrow one -
the latter being pushed down by Pertamina’s oil restocking. This decision to restock in July
proved to be a wise one in hindsight, given the rising trend in oil prices — but keep in mind
that Pertamina will have to make large imports again at some future date, possibly at still-
elevated prices.

e A less fluky and more hopeful driver of the trade surplus was the increase in export volumes
across a wide variety of goods: commodities like CPO and metallic ores, and manufactured
items like clothing and watercraft. These concurs with the strong PMI numbers across the
world in August, signaling some improvement in global demand.

e On the import side, we refrain from reading too much into the decline in capital goods imports
and the increase for consumer goods, especially since the latter was driven by import of
military equipment including tanks and fighter jets. The picture was further distorted by large
import of cereals and livestock feed, which is part of the government’s effort to mitigate El
Nino-related food inflation by building up reserves.



That being said, there are good reasons to be cautious about trade and growth outlook in the
near future. Rising oil prices can be a positive signal for other commaodities to follow suit, but
the evidence so far has been rather mixed - no surprise, since the rally was driven more by
supply concerns (OPEC+ output cut) than genuine demand.

The return of energy inflation could also make it more likely that the Fed maintains a tight(er)
monetary stance for longer - even though the consensus is still for no hike next week. This
could mean the continuation of the Dollar wrecking ball, which would compel other central
banks to either hike rates or watch their currency slide (ECB being the latest case in point).
Stronger Dollar and higher oil prices are also not a good combo for consumer demand. It may
well be the case, then, that the seeming revival in global manufacturing activity in August
would be short-lived, unless the Chinese authorities could extend and expand their stimulus.
The overall situation thus remains a challenging one for Indonesia. Signs of slowing growth
momentum are emerging again, as does widening current account deficit due to a less
favorable terms of trade. Any effort to strengthen growth - perhaps through fiscal spending
in the last few months of the year - could aggravate the CAD and thus lead to more pressure
on the Rupiah. For these reasons, we believe that BI would keep its policy rate unchanged in
subsequent months, while stepping up quantitative measures through SRBI and DHE
measures to smooth out exchange rate fluctuations.



Panel 1. Indonesia’s trade surplus widened driven by falling imports and exports
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Panel 2. Imports of consumer goods accelerate with a decrease in capital goods and raw
materials, driven by import of military equipmentes such as tanks and fighter jets
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Panel 3. Indonesia’s trade slowdown is in line with the rest of the world
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Panel 4. Pace of expansion in Indonesia’s manufacturing sector is starting to improve

Aug-22 Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23

Indonesia 51.7 53.7 51.8 50.3 50.9 51.3 51.2 51.9 52.7 50.3 52.5 53.3 53.9
Malaysia 50.3 49.1 48.7 47.9 47.8 46.5 48.4 48.8 48.8 47.8 47.7 47.8 47.8
Thailand 53.7 55.7 51.6 51.1 52.5 54.5 54.8 53.1 60.4 58.2 53.2 50.7 48.9
Philippines 51.2 52,9 526 527 531  53.5 527 525 5.4 522  50.9 519  49.7
Vietnam 52.7 52.5 50.6 47.4 46.4 47.4 51.2 47.7 46.7 45.3 46.2 48.7 50.5
India 562 551 553 557 578 554 553 564 572 587 587 577 586
Australia 53.8 53.5 52.7 51.3 50.2 50.0 50.5 49.1 48.0 48.4 48.2 49.6 49.6
China 49.4 50.1 49.2 48.0 47.0 50.1 52.6 51.9 49.2 48.8 49.0 49.3 49.7
South Korea 47.6 47.3 48.2 49.0 48.2 48.5 48.5 47.6 48.1 48.4 47.8 49.4 48.9
Japan 51.5 50.8 50.7 49.0 48.9 48.9 47.7 49.2 49.5 50.6 49.8 49.6 49.6
Euro 49.6 48.4 46.4 47.1 47.8 48.8 48.5 47.3 45.8 44.8 43.6 42.7 43.5
us 52.9 510 50.0  49.0  48.4  47.4 477 463 471 46.9 460  46.4  47.6
Mexico 48.5 50.3 50.3 50.6 51.3 48.9 51.0 51.0 51.1 50.5 50.9 53.2 51.2

Source: Bl, Bloomberg



Selected Macroeconomic Indicator
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AData for January 2022
*Data from earlier period

**For changes in currency: Black indicates appreciation against USD, Red otherwise
***Eor PMI, >50 indicates economic expansion, <50 otherwise
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Indonesia - Economic Indicators Projection

2018 2019 2020 2021 2022 2023E

Gross Domestic Product (% YoY) 5.2 5.0 -2.1 3.7 5.3 5.2
GDP per Capita (US$) 3927 4175 3912 4350 4784 5285
Consumer Price Index Inflation (% YoY) 3.1 2.7 1.7 1.9 5.5 2.7
Bl 7 day Repo Rate (%) 6.00 5.00 3.75 3.50 5.50 5.75
USD/IDR Exchange Rate (end of year)** 14,390 13,866 14,050 14,262 15,568 15,173
Trade Balance (US$ billion) -8.5 -3.2 217 353 545 353
Current Account Balance (% GDP) -3.0 2.7 -04 0.3 1.0 -0.7

*Estimated number

** Estimation of Rupiah’s fundamental exchange rate

Economic, Banking & Industry Research Team

David E.Sumual Agus Salim Hardjodinoto Barra Kukuh Mamia

Chief Economist Head of Industry and Regional Research Senior Economist
david_sumual@bca.co.id agus_lim@bca.co.id barra_mamia@bca.co.id

+6221 2358 8000 Ext:1051352 +6221 2358 8000 Ext: 1005314 +6221 2358 8000 Ext: 1053819
Victor George Petrus Matindas Gabriella Yolivia Lazuardin Thariq Hamzah
Senior Economist Industry Analyst Economist / Analyst
victor_matindas@bca.co.id gabriella_yolivia@bca.co.id lazuardin_hamzah@bca.co.id
+6221 2358 8000 Ext: 1058408 +6221 2358 8000 Ext: 1063933 +6221 2358 8000 Ext: 1071724
Keely Julia Hasim Elbert Timothy Lasiman Thierris Nora Kusuma
Economist / Analyst Economist / Analyst Economist / Analyst
keely_hasim@bca.co.id Elbert_lasiman@bca.co.id thierris_kusuma@bca.co.id
+6221 2358 8000 Ext: 1071535 +6221 2358 8000 Ext: 1074310 +6221 2358 8000 Ext: 1071930
M Rifat Juniardo S Firman Yosep Tember Aldi Rizaldi

Economist / Analyst Research Assistant Research Assistant

rifat_ Juniardo@bca.co.id firman_tember@bca.co.id aldi_yanto@bca.co.id

+6221 2358 8000 Ext: - +6221 2358 8000 Ext: 20378 +6221 2358 8000 Ext: -

PT Bank Central Asia Tbk

Economic, Banking & Industry Research of BCA Group

20" Grand Indonesia, Menara BCA
JI. M.H Thamrin No. 1, Jakarta 10310, Indonesia
Ph: (62-21) 2358-8000 Fax: (62-21) 2358-8343

DISCLAIMER

This report is for information only, and is not intended as an offer or solicitation with respect to the purchase or sale of a security. We deem that the
information contained in this report has been taken from sources which we deem reliable. However, we do not guarantee their accuracy, and any such
information may be incomplete or condensed. None of PT. Bank Central Asia Tbk, and/or its affiliated companies and/or their respective employees and/or
agents makes any representation or warranty (express or implied) or accepts any responsibility or liability as to, or in relation to, the accuracy or
completeness of the information and opinions contained in this report or as to any information contained in this report or any other such information or
opinions remaining unchanged after the issue thereof. The Company, or any of its related companies or any individuals connected with the group accepts
no liability for any direct, special, indirect, consequential, incidental damages or any other loss or damages of any kind arising from any use of the
information herein (including any error, omission or misstatement herein, negligent or otherwise) or further communication thereof, even if the Company
or any other person has been advised of the possibility thereof. Opinion expressed is the analysts’ current personal views as of the date appearing on this
material only, and subject to change without notice. It is intended for the use by recipient only and may not be reproduced or copied/photocopied or
duplicated or made available in any form, by any means, or redist ted to others without written permission of PT Bank Central Asia Tbk.

All opinions and estimates included in this report are based on certain assumptions. Actual results may differ materially. In considering any investments
you should make your own independent assessment and seek your own professional financial and legal advice. For further information please contact:
(62-21) 2358 8000, Ext: 20378 or fax to: (62-21) 2358 8343 or email: firman tember@bca.co.id
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