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IndoGB Watch

o IndoGBs outperformed USTs year-to-date as the domestic bonds
were supported by local demand while USTs were sold off upon
hawkish re-pricing of Fed funds rate expectations. This has
resulted in a re-narrowing in IndoGB-UST vyield differentials.
Foreign flows are yet to make a decisive comeback to the
IndoGBs market, while some foreign interest might have been
diverted to SRBIs. Bank Indonesia kept its policy rate unchanged
at its February meeting as widely expected; the central bank IDRtrN Incoming bids
continued to highlight patience with regards to rate cuts.
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e Demand at auctions thus far this year was mostly solid, although 70
incoming bids amounts fell somewhat of late. As of 12 February, 60
gross LCY financing amounted to IDR168trn while FCY financing
amounted to IDR31.8trn. The sukuk auction on 20 February
added another IDR12trn. 2024 debt financing is set at
IDR648.1trn, with 75-85% of the financing needs being planned 30
to be via local currency securities. Q1 issuance target of 20
IDR240trn is in line with overall financing requirement. 10
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e Against the current monetary policy backdrop and the neutral
bond supply outlook, and between supportive local demand and
a lack of foreign demand, we are neutral IndoGBs and do not
prefer to chase yields lower at this juncture.
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Table 1. Issuance calendar

Total Total |Quarterly
Months | Auction Dates SPN ON SPNS PBS incoming | Awarded | Target
Bid IDRtrn|Bid IDRtrn| IDRtrn
03-Jan-24 3M | 12M| 5Y 10Y| 15Y| 20Y|30Y 39.80 21.75
09-Jan-24 6M| OM | 2Y | 4Y 13Y| 17Y | 25Y 28.30 12.00
January 16-Jan-24 3M | 12M| 5Y 10Y| 15Y| 20Y|30Y 67.60 24.00
23-Jan-24 6M|[ 9M | 2y | 4y | 7Y | 13Y 25Y | 23.80 12.00
30-Jan-24 3M | 12M| 5Y | 8Y [10Y|15Y| 20Y|30Y 73.20 24.00
Total 232.70 93.75
05-Feb-24 6M|[ 9M | 2Y | 4y 13Y| 17Y [ 25Y | 23.65 11.15
February 12-Feb-24 | 3M | 12M| 5Y 10Y| 15Y | 20v|30Y 52.63 24.00
20-Feb-24 6M|[ 9M | 2Y | 4y | 7Y | 13Y 25Y | 19.88 12.00 240
27-Feb-24 | 3M [ 12M| 5Y 10Y| 15Y [ 20v|30Y
Total
05-Mar-24 6M|[ 9M | 2Y | 4y 13Y| 17y | 25Y
March 13-Mar-24 3M | 12M| 5Y 10Y| 15Y| 20Y|30Y
19-Mar-24 6M|[ 9M | 2Y | 4y | 7Y | 13Y 25Y
26-Mar-24 3M | 12M| 5Y 10Y| 15Y( 20Y|30Y
Total
Q1 Total

Source: DJPPR, OCBC Research
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Recent auctions. Incoming bid amounts at the most recent
conventional bonds and sukuk auctions were lower than
those at earlier auctions; demand nevertheless should still
be considered as strong. At the conventional bond auction
on 12 February, MoF managed to issue as per target
amount of USD24trn while cut-offs were mostly near the
lowest incoming bid levels except that at FR102 (2054
bond). Most of the incoming bid again went to FR101 (2029
bond) followed by FR100 (2034 bond). At the sukuk auction
on 20 February, cut-offs were near the highest incoming
bid levels for PBS004 (2037 sukuk) and PBS038 (2049
sukuk), where the bid/cover ratios were relatively low at
1.25x and 1.11x respectively. Sentiment might have been
mildly affected by the global market as market had earlier
pared back rate cuts expectations at major central banks.

Debt financing. As of 12 February, gross LCY financing via
government securities amounted to IDR168trn while FCY
financing via government securities (the USD international
bonds in January) amounted to IDR31.8trn. The sukuk
auction on 20 February added another IDR12trn. 2024
state budget financing has been set at IDR522.8trn,
compared to an estimated IDR347.6trn outcome for 2023.
Debt financing is set at IDR648.1trn, with 75-85% of the
financing needs being planned to be via local currency
securities. Q1 issuance target of IDR240trn is in line with
overall financing requirement.

Investor flows. Year-to-date, the central bank and non-
bank domestic investors were major buyers of IndoGBs
(including bills), having increased their holdings (excluding
holdings under monetary operations) by IDR110trn and
IDR27.5trn respectively as of 22 February; outstanding
IndoGBs increased by 103trn in the same period. Holdings
by banks fell by IDR34.4trn. Holdings by foreign investors
were down by IDR5.9trn to IDR836trn or 14.56% of total
outstanding as of 22 February, with day-to-day
fluctuations. Foreign investors were seen adding to
duration; their holdings of bonds of tenors above 10Y
accounted for 25% of their total holdings latest (versus 17%
in December); those of bonds of tenors above 5Y
accounted for 70% of total (versus 59% in December). After
the recent re-narrowing in IndoGB-UST vyield differentials,
when implied IDR rates are not low, a strong comeback of
foreign inflows are not in sight yet.
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Aexcluding holdings under monetary operations
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e SRBI. SRBI rates have been edging lower since the start of IDRtm  Ownership of SRBIs
December as expectation for further policy tightening
faded. The rates at the auction on 23 February were 400 B Banks
6.61444%, 6.69500% and 6.81640% for the 6M, 9M and 330 wForeign investors
12M tenors, respectively. The 12M SRBI rate was still above 300 mOthers
the level shortly after the last Bl rate hike in October. And 250
overall, SRBI rates remain high compared to short-end 200
bond yields, which have continued to attract foreign flows. 150
Foreign investors held IDR83.93trn of SRBI as of end- 100
January, 23.9% of total outstanding; this represented 50

purchase of IDR21.3trn during January, following the
IDR24.9trn in December.
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e IndoGBs. Notwithstanding the high SRBI rates, short-end
IndoGBs have been supported thus far amid a lack of Source: Bank Indonesia, OCBC Research
supply. Chasing short end yields lower is however not
preferred at this juncture, before Bank Indonesia signals
the easing cycle is forthcoming. Against the neutral bond
supply outlook, and between supportive local demand and
a lack of foreign demand, we are neutral IndoGBs. Our
medium-term view remains for IndoGBs to lag USTs in
rallies, helping to partially normalize yield differentials.
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IDRtrn Breakdown of Government Debt financing year as of 12 February 2024
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Source: DJPPR, OCBC Research

Ownership of Tradable Domestic Government Securities as of 12 Feb 2024, %

Government
Intitution, Non-Bank

20.65 Residence,
39.04

*Of which 3.99 pptare by
Foreign Government(s) &
Central Bank

Source: DJPPR, OCBC Research
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