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Bl Playing Safe; Awaiting Fed Rate Cuts

As anticipated, Bank Indonesia (BI) has decided to maintain the BI rate at 6.25% (Cons: 6.25%, KBVS: 6.25%, Prev: 6.25%), alongside the Deposit Facility
rate at 6.50% and the Lending Facility rate at 7.00%, as part of its pro-stability measures, particularly to sustain the stability of the Rupiah exchange rate.
Although the Rupiah has appreciated sharply by 5.30% (mtd, as of Aug 21) or remains slightly depreciated by 0.12% (y¢d), while the DXY has only
declined by -2.98% (mta) or risen by +0.21% (y7a). Furthermore, domestic inflation in Jul ‘24 has settled within Bank Indonesia's lower target range, at
only 1.95% YoY for core CPI inflation and 2.13% YoY for headline CPI inflation. However, we view this decision as Bl's anticipation of weakening Rupiah
fundamentals and the risk of capital sudden reversal, following the release of a) Indonesia's trade surplus for Jul ‘24, which dropped to USD0.47 bn (see fig.
7, page 2), marking its lowest level since May ‘23 amid higher-than-expected intermediary goods imports, alongside concerns over b) the current
account deficit trend (see fig. 8 page 2).

Nonetheless, Bl continues to implement accommodative macroprudential policies as part of its pro-growth strategy. Additionally, Bl will focus on: 1)
Strengthening pro-market monetary operations strategies to enhance the effectiveness of monetary policy in stabilizing the Rupiah exchange rate; 2)
Enhancing Rupiah exchange rate stabilization strategies through interventions in the foreign exchange market; 3) Strengthening competitive term-repo
and foreign exchange swap transaction strategies to ensure adequate banking liquidity; 4) Improving transparency in the publication of Prime Lending
Rate (SBDK) assessments; 5) Implementing the Indonesian Payment System Blueprint (BSPI) 2030; 6) Increasing digital acceptance by expanding the use
of QRIS and Indonesian Government Credit Card (KKI) in the government segment; and 7) Expanding international financial cooperation and central
banking collaboration.

Furthermore, during this RDG, Bl forecasts economic growth in 2024 to be within the range of 4.7%-5.5% YoY, primarily driven by: a) Increased household
consumption demand; b) The potential rise in government spending, in line with the 2024 fiscal deficit increase from 2.3% to 2.7% of GDP; c) Rising
private investment; and d) Expectations of a surplus in the capital and financial account balance. We consider this forecast realistic, with our projection
supported by two 25 bps Fed Rate cuts and two 25 bps Bl rate cuts by the end of 2024, which could bring economic growth to 5.0% YoY.

Table 1. Interest Rate Data Fig 1. Fed Rate

21-Aug-24 Monthly (%) 550550
Indicators Changes Ytd Changes

Latest M-1 ) (in bps)

Policy Rate (in %)
United States 5.50 5.50 0.0 0.0
European Union 4.25 4.25 0.0 (25.0)
United Kingdom 5.00 5.25 (25.0) 0.0
Japan 0.25 0.10 15.0 10.0
China 3.35 3.35 0.0 (10.0)
India 6.50 6.50 0.0 0.0
Thatans 250 20 00 00 iaf vl b bl d bbb ol ] ] ol o] r e o
Philippines 6.25 6.50 (25.0) 0.0 2022 2023 024
Indonesia 6.25 6.25 0.0 25.0
Global Monetary Policy Change (in number of countries) Source: The Fed - reated (2024)
Fasine 14 °
Unchanged 13 10 ) 6.25 6.25
Tightening 1 0
Average International Interest Rate (in %)
USD LIBOR -1 Month 5.42 5.44 (1.5) 1.5
USD LIBOR -3 Months 5.39 5.57 (18.2) (22.2)
USD LIBOR -6 Months 5.27 5.64 (37.0) (59.0)
Domestic Interbank Money Market (in %)
INDONIA 6.19 6.07 12.0 18.9
JIBOR - 1 Month 6.90 6.90 0.0 51.0
JIBOR - 3 Months 7.18 7.18 (0.1) 43.2
JIBOR - 6 Months 7.30 7.30 0.4 43.0 ar‘ 4"6} %L Jul M 'M 84 *ﬂa} 'Mf Lul M M, 64 4"6} %L Lul
JIBOR - 12 Months 7.46 7.44 1.1 40.5 2022 2023 2024
Sources . Each Central Bank and GlobalRates — treated (2024) Source: Bank Indonesia — treated (2024)
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Fig 3. US CPI Inflation Fig 4. Indonesia CPI Inflation
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Fig 5. Indonesia Portofolio Flow Fig 6. Indonesia FX Reserves
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Fig 7. Indonesia Trade Balance Fig 8. Indonesia Current Account
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Table 2. Fed Rate Probabilities, as of 21 Aug ‘24

MEETING PROBABILITIES
325-350 350-375 375-400 400-425 425-450 450-475 475-500 500-525

MEETING DATE

250-275 275-300  300-325

18-Sep-24 0.0% 0.0% 0.0% 0.0%

7-Nov-24 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
18-Dec-24 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
29-Jan-25 0.0% 0.0% 0.0% 0.1% 0.0% 0.0%
19-Mar-25 0.0% 0.0% 0.5% 5.8% 0.0% 0.0% 0.0%
30-Apr-25 0.0% 0.3% 3.4% 15.9% 0.0% 0.0% 0.0% 0.0%
18-Jun-24 0.2% 2.7% 13.0% 17.2% 2.8% 0.0% 0.0% 0.0% 0.0%
30-Jul-24 1.2% 6.9% 20.0% 11.2% 1.7% 0.0% 0.0% 0.0% 0.0%

Source . CME Group - treated (2024)

Page 2 of 3 7&) KB Valbury Sekuritas



Disclaimer

Thi's report 's preparad by 9T K3 Vabury Sskuritas, 2 member of the Indonesz Stodk Sxchangs, or its subsid=ies or its affiiztes ("(3VST). Al the materz| presentad

in this report is under copyright to K3VS. None of the parts of this matariz|, nor its contants, may be copied, photocopied, or dupicated in any form or by any
maans or sitsredin 3y way, or transmitt=d to, or dstributad to any other party without the prior witten consent of K3V,

The ressarch presentsd in this report s based on the information obtained by X35 from sowrcss beleved to be reliis, however K3VS do rot mzks
repeesentztions 2s to theT acaracy, complietenass or comactnzss. K3VS accspts no Tty for any direct, indrect andfor corsequantiz! loss (including zny clams
for loss of profit) zrising from the use of the materiz| presentad inths report 2nd furthar communicztion given or reliad inrelztion to this documant. The materizl
n thisreport = Not to be construsd 2s 2n offer o 2 solicitztion of an offer to buy or =1 any securites or firend 2 products. Th's repart s not to barefed vpon n
substituton for the exsrcse of indspardant judeement. Past parfarmznce and No repessentstion or wamanty, Sxpress or mplsd, is mads regardng future
parformancs. Information, vauztions, opinions, forscasts and sstmates contained in ths report refiects 2 judgement atits arignal date of publcation by K3V5 and
ars subjact to dhzngs without notics, its acouragy s not guarant==d or it may be incompist=.

The Rzssarch Anzlyst(s) pimariy resporsbie for the content of $sressarch report, inpart or 25 2 wihols, cartfies that the visvs ot the comparies 2d theT
ssaurities expressed in ths report acarately refiect hs/her persorsl views. The Anzlyst 2so certfies that no part of ie/her compenesztion ves, isor willraatsd to
spacfic recommendztion vizws expressed inthisreport. i Slso certifies that the views and recommendstions expressed in #s report do not and will not tzke into
account cient croumstances, objectives, nasds and ro intentions invoived a5 2 use for recommendztions for szlz or buy any ssaurities or finand 2l instrumants.

Sahsd Sudirman Center 41= Floor Uit A-C

lalan Jenderal Sudirman No. 86 Kelurahan Karet Tengsin,
Kecamatan Tanah Abang, Jakarta Pusat 10220, Indonesia
T-46221 - 25098 300

>Kb KB Valbury Sekuritas
Head Office

Branch Office

Jakarta — Sudirman

Sahid Sudirman Center 41stFloarint A-C
Jalan Jenderal Sudiman Ko, 86 Karet Tengin,
Tansh Ahang, Bkarta Purat 10220

T, 021) Z5098300/201

Bandung
AHOS Cokrasminata la, 82

Bandung 40171
T, 022) §7255800

Palembang

Kamglek PTC Mall BokiNa, 7
IR, Sukamito

Pelembang 20114

1, 90711) 700281

Semarang

Cand Mazs Buldng Lt Dasar
A Sudtan Agung Na 90-200
Semarang S0252

1. 024) 8501122

Investment Gallery

Jakarta

Gtra Garden 6 Auka Sixth fuerue
Hok 5.1 418 Cengkareng
Jakarta Barat 11820

T, 021) 522392181

Jakarta - Kelapa Gading
Aukan Plaza Pasifikc

A, Reya Bouevard Barat Blok A1 Ka, 10
Jakanta Utars 11620

T, 1021) 2451577

Malang

A Pablawen Trip Na, 7
Malang 65112
T.{0341) 585883

Surabaya

Pahwon Center Lt 21
A Embang Malang a1
Surshaya 60261

T, {031) 2955758

Makassar

Kamplek AUKO Citraland City Loseri
Buriness Park, Blok B2 Ka 09

A Gtraland Boulewerd Makaszar 0111
T,10241) 160008 18

Semarang

A MT Haryana 637
Semarang S0242
T, 1024) 8415195

> KB Valbury Sekuritas

F #6221 -25533778

Jakarta - Puri Indah

Aukan Grand Aries Niags Bok E1 Ka IV
A Tamen Aries, Kembangen

Jakarts Barat 11620

T.{021) 22542350

Banjarmasin
A Gatat SubrataNa, 33

Banjarmasin 70235
T.{0511) - 3265918

Padang

A, Kampung Nias It Ka. 10,
Padsng 25211

T, {0751) 8955747

Medan

Kamplek Jati Lincdan Na P5-54
A, Perirds Kemerdekaan

Meden 20218

T.{061) 83816222

Salatiga

A Dipanegaraio, 68
Salaigs SO711

T, {0298) 313007

Jakarta — Pluit

. Puit Putra Raya Na 2
Jakarts Urara 14450
T.4021) 6692119

Pekanbaru

A, Tusrku Temburai, Kamplok CNN
Blok A Na, 3 Pekanbaru 28291
T.{0761)829393

Yogyakarta

A Magelang KM 55 Ka 75
¥ogyekarta SS000
T.{0274) 623111

Denpasar

M. Terku Umearia, 177
Komplek Ihis Syles Hatel
Denpasar Bak 80114
T.4Q61) 225229

Solo

A, Ronggawersita Ko, 34
Surskarts 57118
T{0271) 6726306




