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Indonesia External Trade

Exports down 9.9% in July; trade balance widens to a 9-year high

Economic Viewpoint

e Exports’ YoY growth turned negative (-9.9%) after a brief rebound in June (2.1%) but far better than market expectation
(consensus: -16.7%)
— MoM: it grew for the second straight month (14.3%; Jun: 14.9%) to USD13.7b, albeit at a slightly slower pace.
e Broad-based slowdown and weaker demand from top trading partners
— Non-oil & gas (-5.9%; Jun: 3.5%): fell sharply after a quick turnaround in June, attributable to a steep decline in exports of
mining (-31.0%; Jun: -18.9%), followed by manufacturing (-2.0%; Jun: -2.1%). Meanwhile, agriculture exports moderated
sharply for the second straight month (11.5%; Jun: 35.6%). By destination, shipment to its top trading partners slowed sharply
led by China (10.8%; Jun: 34.1%) and the US (1.3%; Jun: 27.4%), while exports to Japan fell (-13.6%; Jun: -3.4%).

— Oil & gas (-49.7%; Jun: -20.3%): fell even sharper than the previous month due to a sharply higher decline in O&G mining (-
52.1%; Jun: -25.9%) and O&G manufacturing based products (-38.3%; Jun: 0.1%).
e Steep fallinimports, larger than market expectation (-32.6%; consensus: -22.5%; Jun: -6.4%) on broad-based declines in non-oil
& gas (-30.9%; Jun: 3.1%) and oil & gas product (-45.2%; Jun: -60.5%)
— By segments, the weak performance was attributable to a sharp drop in import of raw materials (-34.5%; Jun: -13.3%) followed
by capital goods (-29.2%; Jun: 2.6%) and consumer goods (-24.1%; Jun: 36.7%).
— MoM: fell (-2.7%; Jun: 27.5%) to USD10.5b, reflecting a weak demand momentum going forward.

e Tradebalance remained in asurplus for the third straight month. It widened to USD3.3b (consensus: USDO0.7b; Jun: USD1.3b), a
nine-year high as a result of a sharper contraction in imports. Meanwhile, total trade fell sharply (-21.3%; Jun: -2.1%).

e 2020 exports forecast maintained (-5.0% to -2.0%; 2019: -7.0%) on the expectation that external demand to remain weak

— Year-to-date, exports fell by 5.0% YoY (Jan-Jun 2020: -4.9%) matching our lower-end target, weighed by the continuous
weakness in global trade amid the impact of COVID-19 pandemic.

— Nevertheless, we expect export growth to gradually improve slightly in the following months due to the gradual reopening of
the economy and growth recovery among the trading partners, though we remain cautious of a 2" wave surge in COVID-19

cases.
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| Table 1: Indonesia External Trade Growth Trend
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
-19 -19 -19 -19 -19 -19 -20 -20 -20 -20 -20 -20 -20

2018 2019

Total Trade YoY%  13.2 8.3 M1 129 41 116 7.8 2.4 -3.5 3.3 06 -134 -368 21 213

Trade Balance USDbn  -8.7 3.5 0.3 0.1 -0.2 0.2 -1.4 -0.1 -0.6 25 0.7 0.4 2.0 1.2 33

Exports YoY % 6.6 141 64 100 57 -6.1 -6.1 1.1 2.1 12.0 04 72 295 21 9.9
Non-Oil & Gas YoY % 6.3 4.8 6.9 12 27 2.4 -4.6 5.8 1.0 15.8 3.3 62 217 35 -5.9
Share 90.4 92.7 90.8 939 941 939 926 922 940 943 954 954 946 953 949

Oil & Gas YoY % 9.5 -28.8 11 -385 371 407 210 -338 -339 -275 427 240 507 -203 497

Share 9.6 73 9.2 6.1 5.9 6.1 74 7.8 6.0 5.7 4.6 46 54 47 5.1

Imports YoY%  20.2 9.5 -162 157 24 165 9.2 56  -4.8 5.5 07 -186 -422 64 -32.6
Non-Oil & Gas YoY% 197 6.3 -119 9.0 29 118 59 72 -1.9 -1.9 15 113 374 31 -30.9
Share 84.2 87.2 887 885 888 881 861 8.3 86.1 849 8.0 932 922 937 908

Oil & Gas YoY% 228 -26.7  -343 -465 -305 -398 -255 53 20.0 10.3 56 -61.8 699 -605 -452

Share 15.8 12.8 113 M5 M2 19 139 147 139 15.1 12.0 6.8 78 6.3 9.2

Source: BPS Indonesia, CEIC, Kenanga Research
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