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Secondly, if global growth gets dampened,
commodity prices could get even more
depressed, pressuring Indonesia’s current
account. Some of this is showing up across a
range of commodities including oil, copper and
palm oil prices. It would probably take an
extended period of risk aversion and stalled
global growth (without fiscal and monetary
support) for either case to take place. We
caution against extrapolating the Wuhan virus
worries and the fall in commodity prices too far
into the coming months.

Moreover, we think that Bl is in a good
position to cushion moderate volatility in IDR
assets. The introduction of DNDFs last year
offers Bl a new tool to reduce excessive IDR
weakness during times of risk aversion. The
estimated amount of DNDFs outstanding is still
low (around USD 1.5bn) as the rupiah
strengthened over the past few months. At its
peak in August last year, the amount of DNDFs
outstanding stood at around USD 3.5hbn.
Similarly, net Bl ownership (gross less repos)
has fallen below 4% of government securities
outstanding, from close to 8% in September.
Historically, BI’s ownership tends to be volatile,
rising sharply during times of global risk
aversion when foreign investors sell. At current
levels, we think that Bl has plenty of room to
step up govvie buying if needed.
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The combination of lower-for-even longer
global backdrop, likely loose monetary policy
from BI, flush liquidity and ample room for the
authorities to act suggests that the
environment is still conducive for Indo
govvies. Wuhan virus worries could cause
some jitters but should not derail the hunt for

carry in Indonesia government bonds.
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The information herein is published by DBS Bank Ltd and PT Bank DBS Indonesia (collectively, the “DBS Group”). It is based on information obtained
from sources believed to be reliable, but the Group does not make any representation or warranty, express or implied, as to its accuracy, completeness,
timeliness or correctness for any particular purpose. Opinions expressed are subject to change without notice. Any recommendation contained herein
does not have regard to the specific investment objectives, financial situation & the particular needs of any specific addressee. The information herein
is published for the information of addressees only & is not to be taken in substitution for the exercise of judgement by addressees, who should obtain
separate legal or financial advice. The Group, 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 Group or any other person
has been advised of the possibility thereof. The information herein is not to be construed as an offer or a solicitation of an offer to buy or sell any
securities, futures, options or other financial instruments or to provide any investment advice or services. The Group & its associates, their directors,
officers and/or employees may have positions or other interests in, & may effect transactions in securities mentioned herein & may also perform or
seek to perform broking, investment banking & other banking or financial services for these companies. The information herein is not intended for
distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation.
Sources for all charts & tables are CEIC & Bloomberg unless otherwise specified.
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