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2Q22 GDP grew impressively

Indonesia’s GDP grew +3.72% QoQ/+5.44% YoY in 2Q22. The actual figure was

higher than consensus & MNCS estimate at 5.17% YoY and 5.22% YoY respectively.

Such impressive performance was driven by : 1) solid consumption (+5.51% YoY) and

2) solid exports (+19.74% YoY). Household consumption continued to show an

improvement on the back of : 1) increase in mobility; 2) favorable macro policy

including low interest rate environment to cause an increase in loan & M2; 3) holiday

and festive momentum. Interestingly, consumers are not only spending but also

deleveraging. Meanwhile exports jump was largely driven by the windfall effect from

commodity boom. Cumulatively, Indonesia’s trade balance recorded a surplus of

USD81.92bn since the beginning of pandemic. However, government spending

declined by -5.24% YoY. Worth noting that government budget recorded a surplus of

0.39% GDP in Jun-22 on the back of increasing revenue (+48.5% YoY) while state

expenditure only reached 40% of the target. Domestic economy remained

strengthening in 2Q22 amidst unfavorable global macro : 1) war; 2) high inflation and

3) aggressive monetary tightening.

Inflation still above the upper target

Albeit, the recovery to remain intact, domestic economy faces another challenge

from rising consumer prices. Headline inflation was reported to increase by +4.94%

YoY in Jul-22, the highest since Oct-15. Such figure also indicated that the actual

inflation has overshot BI’s upper target of 4% twice since Jun-22. So far, domestic

inflation was largely driven by volatile prices such as food and administered prices as

government adjusted non-subsidized fuel price and electricity prices. Food prices

volatility to remain concern on the back of extreme weather that negatively affect

production in some horticulture producing area. On the other hand, core inflation

also rose by +2.86% YoY.

Despite the figure looks manageable, we expect inflation is still skewed towards the

upside, considering : 1) increasing mobility coupled with high oil prices; 2) prolonged

IDR depreciation that may cause core inflation to increase further as well as 3) the

pass on effect from producers to consumers as economic strengthen to add more

inflationary pressure given PPI increase has outperformed the pace of both headline

& core inflation. With such condition headline-7 day reverse repo spread turned to -

144 bps while spread between core-7 day reverse repo rate narrowed to -64 bps.

Furthermore, based on recent BI survey, CPI for Aug-22 is expected to record a

deflation of -0.08% MoM. Albeit the possibility of deflation, headline CPI would still

recorded an annual increase of +4.82% YoY (+82 bps above upper BI’s target).

Pressure on IDR

The IDR has depreciated by against USD (-4.74% YTD). The domestic currency hit

15,000/USD several times in Jul-22. Pressure on IDR slowing in the last day of Jul-22,

however, we see that BI took an intervention to stabilize IDR reflected by the drop in

FX reserves (-USD4.2bn MoM) bringing the position of FX reserves to cover 6.2

months of imports. This also marked a decline in imports coverage from Jun-22 FX

reserves position adequate to cover 6.6 months of imports. In addition, we also noted

that IDR movement in NDF market has reached above 14,930/USD for 1M contract.

With such circumstance, we expect BI to raise 7-day reverse repo rate by +25 bps in

Aug-22.

Downside risks ahead

We expect global risk to remain linger in 2H22. Geopolitical risks include 1)

unresolved conflicts between Russia & Ukraine as well as 2) another deteriorating

US-China tie over Taiwan recently. Despite inflation is expected to normalize in 2H22,

we still see that major AE CBs particularly the Fed to further raise the borrowing cost

causing global liquidity to further tightening. With global growth & trade volume is

expected to slow, we see a downside risks for commodity price that may result lower

trade surplus for Indonesia. Under the scenario of higher inflation that could affect

consumption and lower trade balance, we expect a more normalized growth for

domestic economy in 2H22.

Solid growth facing a downside risks for stability

Key Takeaways

• Indonesia’s GDP grew +5.44% YoY in 

2Q22, above consensus/MNCS 

estimate at +5.17%/+5.22% YoY.

• Such impressive growth was driven by 

raising HH consumption and exports 

amidst : 1) improving mobility; 2) 

favorable macro condition; 3) holiday & 

festive momentum as well as 4) the 

windfall effect from commodity boom.

• Challenge remains on higher than 

expected inflation with : 1) higher 

mobility coupled with high oil price; 2) 

extreme weather to cause supply 

shock; and 3) pass on higher input cost 

as domestic economy continue to 

strengthen.

• Pressure on IDR has caused domestic 

CB to intervene reflected by the drops 

in FX reserves (-USD4.2bn MoM) with 

imports coverage declined to 6.2 

months in Jul-22 (vs 6.6 months in Jun-

22).

• We expect BI to raise benchmark policy 

rate by +25 bps thus Aug-22 to 

stabilize the IDR and managing 

inflation.

• Expecting a more normalized growth in 

2H22 on the back of rising inflation and 

potentially lower trade surplus due to 

commodity prices moderation.

Page 1

mailto:tirta.citradi@mncgroup.com


MNCS Research Division

Macro & Market Perspective
Topic : Macro I August 8, 2022

Page 2

Exhibit 1. GDP grew impressively driven by raising consumption Exhibit 2. Trade balance surplus favoring output growth

Sources : Statistics Indonesia, MNCS Research

Exhibit 3. Adequate liquidity also support growth momentum
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Exhibit 4. Challenge on inflation overshooting BI target
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Exhibit 5. Weakening IDR took BI to intervene
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Disclaimer
This research report has been issued by PT MNC Sekuritas, It may not be reproduced or further distributed or published, in whole or in part, for any
purpose. PT MNC Sekuritas has based this document on information obtained from sources it believes to be reliable but which it has not
independently verified; PT MNC Sekuritas makes no guarantee, representation or warranty and accepts no responsibility to liability as to its accuracy
or completeness. Expression of opinion herein are those of the research department only and are subject to change without notice. This document is
not and should not be construed as an offer or the solicitation of an offer to purchase or subscribe or sell any investment. PT MNC Sekuritas and its
affiliates and/or their offices, director and employees may own or have positions in any investment mentioned herein or any investment related
thereto and may from time to time add to or dispose of any such investment. PT MNC Sekuritas and its affiliates may act as market maker or have
assumed an underwriting position in the securities of companies discusses herein (or investment related thereto) and may sell them to or buy them
from customers on a principal basis and may also perform or seek to perform investment banking or underwriting services for or relating to those
companies.

MNC Research Investment Ratings Guidance

BUY : Share price may exceed 10% over the next 12 months

HOLD : Share price may fall within the range of +/- 10% of the next 12 months

SELL : Share price may fall by more than 10% over the next 12 months

Not Rated : Stock is not within regular research coverage

PT MNC SEKURITAS

MNC Financial Center Lt. 14 – 16

Jl. Kebon Sirih No. 21 - 27, Jakarta Pusat 10340

Telp : (021) 2980 3111

Fax : (021) 3983 6899

Call Center : 1500 899

MNC Research Industry Ratings Guidance

OVERWEIGHT: Stock's total return is estimated to be above the average total 

return of our industry coverage universe over next 6-12 months

NEUTRAL: Stock's total return is estimated to be in line with the average total 

return of our industry coverage universe over next 6-12 months

UNDERWEIGHT: Stock's total return is estimated to be below the average total 

return of our industry coverage universe over next 6-12 months
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