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Macroeconomic Report 
Supply Increases Promotes July 
Deflation 

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% YtD. 

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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