Macroeconomic Report

Supply Increases Promotes July
Deflation

Indonesia’s Inflation (%)
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First Deflation in 2020

Central Bureau of Statistics (BPS) recorded Consumer Price Index (IHK) in July
to deflate by 0.1% MoM or inflation by 2.07% YoY. With that development, the
ongoing year inflation from January to July 2020 is recorded at 0.98% Y1D.
Meanwhile, volatile food price’s decline of 1.19% was a contributor to the
inflation. As for administered price recorded deflation of 0.07%. NHKSI Research
sees an opening for nine economic sectors to increase supply. However, the
policy to ease economic activities since the middle of June 2020, has not been
accompanied by demands as an indicator of people’s purchasing power.

Inflation Core of Increasing Gold Price

On the other hand, the price decline in July was not matched by improvement of
purchasing power. BPS recorded core inflation in July to be 2.07% YoY or lower
than the previous month at 2.26% YoY. July core inflation came from an increase
of gold price in the global market. Meanwhile, Covid-19 pandemic period have
led many companies to cut salaries or even employment. The decline in income
then cut purchasing power and consumption. National Economic Recovery
(PEN) Program has not had a major impact to the demand. Meanwhile,
household consumption will still be limited to primary goods as people are still
relatively delaying consumption of secondary and tertiary goods.

July PMI Rises to 46.9

Meanwhile, IHS Markit recorded Indonesia’s Manufacturing PMI in July 2020 to
be at level of 46.9. Level under 50 indicates that the Indonesian manufacturing
industry was still booking contraction. Some producers still experienced negative
impact from the restriction on economic activity during the Covid-19 pandemic.
This condition also leads companies to cut investment to increase new capacity,
decreasing employment, and declining purchase. Meanwhile, Manufacturing PMI
this July is higher by 7.8 points compared to the June 2020 position at 39.1. On
the other hand, the decline in manufacturing sector has stabilized. This increases
optimism that the negative impact of the pandemic will only be felt in 2Q20. This
optimism is also supported by the easing of movement restriction.
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This report and any electronic access hereto are restricted and intended only for the clients and related entity of PT NH Korindo Sekuritas
Indonesia. This report is only for information and recipient use. It is not reproduced, copied, or made available for others. Under no circumstances
is it considered as a selling offer or solicitation of securities buying. Any recommendation contained herein may not suitable for all investors.
Although the information here is obtained from reliable sources, it accuracy and completeness cannot be guaranteed. PT NH Korindo Sekuritas
Indonesia, its affiliated companies, respective employees, and agents disclaim any responsibility and liability for claims, proceedings, action,
losses, expenses, damages, or costs filed against or suffered by any person as a result of acting pursuant to the contents hereof. Neither is PT
NH Korindo Sekuritas Indonesia, its affiliated companies, employees, nor agents liable for errors, omissions, misstatements, negligence,
inaccuracy arising herefrom.
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