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Indonesian inflation accelerated faster than expected last month at 1.05% mom or 2.83% 
yoy.  The festive season of Ramadan normally witnessed higher consumption and thus, 
higher prices that might explain significantly the faster-than-expected inflationary 
pressures in September.  The steady core inflation at 4.86% yoy in September vis-a-vis 
4.84% proves the stability of the key component of inflation drivers.  The food and 
transportation components are likely to be the main driving factors for last month's 
inflation rate.  The commodity prices have generally been quite stable despite its uptrend 
bias, so the contribution might be significantly lower compared to that in 2008 (H2 
notably) whereby inflation grew at double-digit.  The Reuters-Jefferies index climbed 
14.24% since its lowest point in late February this year and still approximately 18% from 
last year’s high.  Stronger rupiah has contributed to lower imported inflation recently, and 
going forward, we might see reasonably low and stable inflation rates until at least the first 
quarter of next year, barring any unforeseen circumstance that oil and other commodity 
prices were to spike sooner rather than later.   
 
On the international trade front, Indonesian exports contracted less than expected at -
15.4% yoy, suggesting export recovery might be underway in tandem with pickups in the 
global economic condition.  Imports also contracted less than expected at -24.6% yoy, 
rendering higher than expected trade balance in August at USD1.25bn vis-à-vis 
USD1.02bn expected previously.   
 
At this point in time, the monetary authority of Indonesia is likely to keep rates unchanged 
and possibly start to monitor the development of commodity prices closely before 
embarking on rate hikes.  BI will probably be the forerunner of rate hikes in Asia, along 
with other central banks like the Bank of Korea.  BI might start raising rates around the 
end of Q1 2010, likely to be grounded on a possibility of the return of higher inflationary 
pressures as global liquidity condition remains flushed, as well as domestically, and might 
create an environment of cost-push inflation while the return of that in the demand-pull is 
likely to be lagging.  Secondly, commodity prices are also expected to rise as well, 
notably the oil and CPO prices with the latter potentially caused by El Nino that is forecast 
to come striking by the end of this year.  In anticipation, the government might raise retail 
fuel prices next year if the average crude oil prices rise 10% or more from the current 
forecast of USD65/bbl, according to the country’s Finance Minister Sri Mulyani yesterday.  
Our forecast for the upcoming BI rate is as follows. 
 
Oct. 5: 6.50% 
End 4Q-2009: 6.50% 
End 1Q-2010: 6.75% 
End 2Q-2010: 7.25% 
End 3Q-2010: 7.75% 
End 4Q-2010: 8.50% 
 
The recently approved macroeconomic assumption for the 2010 budget projects growth 
at 5.5%, inflation at 5.0%, 3-month SBI rate at 6.5%, USD-IDR at 10,000.  Our 2010 
forecast stands at 4.80% for growth and 5.5% for inflation. 
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole
or in part to any other person without our prior written consent. This publication should not be construed as an offer or 
solicitation for the subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on the economy,
stock market, bond market and economic trends of the markets provided is not necessarily indicative of the future or likely 
performance of the securities/instruments. Whilst the information contained herein has been compiled from sources believed to
be reliable and we have taken all reasonable care to ensure that the information contained in this publication is not untrue or 
misleading at the time of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and
you should not act on it without first independently verifying its contents. The securities/instruments mentioned in this 
publication may not be suitable for investment by all investors. Any opinion or estimate contained in this report is subject to
change without notice. We have not given any consideration to and we have not made any investigation of the investment 
objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty
whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the 
recipient or any class of persons acting on such information or opinion or estimate. This publication may cover a wide range of
topics and is not intended to be a comprehensive study or to provide any recommendation or advice on personal investing or
financial planning. Accordingly, they should not be relied on or treated as a substitute for specific advice concerning individual
situations. Please seek advice from a financial adviser regarding the suitability of any investment product taking into account
your specific investment objectives, financial situation or particular needs before you make a committment to purchase the
investment product. OCBC and/or its related and affiliated corporations may at any time make markets in the
securities/instruments mentioned in this publication and together with their respective directors and officers, may have or take
positions in the securities/instruments mentioned in this publication and may be engaged in purchasing or selling the same for
themselves or their clients, and may also perform or seek to perform broking and other investment or securities-related services 
for the corporations whose securities are mentioned in this publication as well as other parties generally. 
 


