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Macro Trend: Indonesia is the 4
th

 most populous country in 
the World and the largest economy in Southeast Asia with a 
population of more than 260 million people. The country is 
the 16

th
 largest economy in the world with a GDP of ~US$1 

trillion. For the past 5 years, GDP growth has averaged 5% 
every year but downside risks to the country’s growth 
outlook remain substantial as the escalation of trade 
tensions between China and the United States pose 
significant risks to Indonesia through a weaker external 
sector and dampened commodity prices.  
 
Investment Considerations:  
 
Economic growth momentum continues on the back of 
domestic demand. Economic growth in Indonesia reached 
5.18% in fourth quarter of 2018 as compared to 5.17% (yoy) 
in the previous period, driven by continued expansion on 
resilient domestic demand, in line with increasing household 
consumption and consumption by nonprofit institutions 
serving households (NPISH). While net exports were negative 
due to falling commodity prices and global economic 
softness, economic growth has accelerated in Java and 
Kalimantan in line with vibrant agricultural, services and 
mining activities. As a result, economic growth in Indonesia 
accelerated to 5.17% in 2018 from 5.07% in 2017, the fastest 
rate in 5 years.  
 

Figure 1: Economic Growth by Sector and Future Projections 

 
Source: Bank Sentral Republik Indonesia, KGI Research 

 
Moving forward, the central bank expects solid economic 
growth for 2019 in the 5.0-5.4% range, bolstered by 
household and NPISH consumption as well as strong 
investment. 
 
Inflation kept under control within targets. Inflation in 2018 
came in at 3.13% compared to 3.61% in 2017, remaining 
within the central bank’s targeted range for the fourth 
consecutive year. Low and stable inflation has also been 
maintained at the beginning of 2019, supported by lower 
inflation stemmed from milder price pressures on volatile 
foods (VF) and deflation of administered prices (AP).  
 
 

Figure 2: Inflation 

 
Source: Bank Sentral Republik Indonesia, KGI Research 

 

Despite higher house rental prices and higher wages, core 
inflation was kept under control and the central bank 
expects inflation to remain low and stable within the target 
of 3.5 % ± 1% in 2019. 
 
Position of reserve assets remained solid. International 
reserves were recorded at USD120.7 billion in December 
2018, equivalent to 6.7 months of imports or 6.5 months of 
imports and servicing government external debt,above the 
international adequacy standard of three months.  
 

Figure 3: Reserve Assets 

 
Source: Bank Sentral Republik Indonesia, KGI Research 

 
Investment Recommendations: Currently, the bond is rated 
Baa2/BBB-/BBB by Moody’s/S&P/Fitch and trading at 101.46 
with a YTW of 3.2% and duration of 2.8.  
 
Pending any spikes in USDIDR or capital outflows due to 
external factors such as a hawkish Fed or trade war, we 
expect INDON’s short-term dollar debt to trade in a tight 
range and delivery positive carry, complementing our 
defensive portfolio. 
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Financials 

 
Source: Company Data, KGI Research 

Economic Activity 2016A 2017A 2018A

Real GDP (YoY %) 5.0 5.1 5.2

CPI (YoY %) 3.5 3.8 3.2

Unemployment (%) 5.6 5.4 -

External/Fiscal Balances 2016A 2017A 2018A

Current Account (% of GDP) (1.8) (1.6) (3.0)

Budget (% of GDP) (2.5) (2.9) -

Interest Rates 2016A 2017A 2018A

Central Bank Rate (%) 4.75 4.25 6.00

USDIDR 13,473.0 13,555.0 14,390.0
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KGI’s Ratings Rating  Definition 
  KGI Securities Research’s recommendations are based on an Absolute Return rating system.  
 
BUY  >10% total return over the next 12 months 
 
HOLD  -10% to +10% total return over the next 12 months 
 
SELL   <-10% total return over the next 12 months 
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