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Jan-18 Jan-18* Jan-18
Dec-17**
(Actual) (Forecast) (Consensus)
Export Growth (% y-o-y) 7.9 7.7 7.3 7.5
Import Growth (% y-0-y) 26.4 17.8 18.3 18.1
Trade Balance (USD bn) -0.67 0.33 0.28 -0.22

Source: Bloomberg, BPS, CEIC, *Danamon Estimates, **Revised

e Indonesia’s trade deficit slipped further to USD0.7bn on Jan-18 vs USDO0.2bn in Dec-17,
below our and consensus’ expectations. The difference was because we underestimated
import demand, as the volume increased by 18% yoy. At first sight, we found it hopeful
that both imported capital goods and consumer goods gained traction (please see Chart 2).
Yet after peaking into the breakdown, we remained cautiously optimistic since it may be
dominated by smart-phones. Cautious in a sense that it’s for non-productive purposes but
optimistic with the outlook of household consumption.

e Bank Indonesia had also released Balance of Payment data for 4Q17 and thus FY17,
late last week. For 2017, Current account deficit stood at USD 17.3bn (1.7% of GDP),
narrowing from 1.8% of GDP in 2016. We have been on the view that the mix of
international commodity prices had reversed towards the country’s disadvantage. As
a major CPO exporter and net oil importer, Indonesia’s trade surplus may come
light this year, pushing CAD down to 2.0% of GDP.

e Aside from that, Bank Indonesia had also left its key policy rates unchanged at their MPC
meeting today. Bl 7-Day Reverse Repo rate still stands at 4.25% whilst Deposit (FasBI) and
Lending Facility at 3.50% and 5.00%, consecutively. The central bank’s top officials had
stated that “current monetary policy stands remained neutral but macro-prudential
measure is still directed towards easing bias”.

e On the banking front, FY17 result showed that loan and deposit growth were
recorded at 8.2% yoy and 9.4% yoy, respectively. We think this was driven by FCY
loan on the back of strong international trade. Quality credit seemed to be improving
with gross NPL ratio moderating to 2.6% vs 2.9% last year. As such, we believe that
things may reverse back to IDR this year with its loan supporting domestic demand
amid a retraction of NPL and loosened liquidity.

Chart 1. Import by Economic Group — January 2017 Chart 2. Import by Economic Group - January 2018
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Indonesia: Selected Economic Indicators

National Accounts
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