4Q18 Current Account

Matches Well to Projection

Indonesia’s Current Account Deficits (as % to GDP)
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Highlights of the 4Q18 Current Account

The 4Q18 current account deficits were at USD9.1 billion, equal to 3.57% of the
GDP. The figure nudged up, compared to the 2Q18 of USD8.6 billion, equal to
3.28% of the GDP. On a cumulative basis, the 2018 current account deficits
were at USD31 billion or 2.98% of the GDP. The widening deficits of 4Q18 were
mainly attributable to the depleting surplus of non-oil and gas trade and the high
deficits of oil and gas trade.

Downturn in Goods Trade Balance

The 4Q18 goods trade balance posted deficits of USD2.57 billion, wiping out
significantly from the deficits of USD0.45 billion in 3Q18. The slowdown in the
goods trade balance, exacerbated by the murky global backdrop amid the high
demand in domestic market.

The goods trade balance underperformed for 2018 as it posted deficits of
USDO0.4 billion, in a stark contrast to its outperformance in 2017 by posting
surpluses of USD18.7 billion. The leveraging imports of 20.7% y-y amid the
deleveraging exports of 7.0% was the main factor of the 2018 deficits.

Better Performance of Services Trade

The 4Q18 services trade balance posted deficits of USD1.6 billion, slightly lower
than deficits of USD2.0 billion in 3Q18. The surplus in travel services was the
catalyst narrowing the deficits thanks to the international events held in
Indonesia. Surpluses in travel services aligned with the sliding number of foreign
tourists traveling to Indonesia due to natural disaster sweeping across Indonesia.
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Improving Primary and Secondary Revenues

The 4Q18 primary revenues hiked, compared to its performance in 3Q18. The 4Q18 primary revenues posted the sliding deficits
of USD6.9 billion. On the other hand, the 4Q18 secondary revenues posted surpluses of USD2.0 billion, higher than the 3Q18
surpluses of USD1.7 billion. The natural disaster donation given by the public and private sectors sent the 4Q18 figure higher.
Meanwhile, revenues from personal transfers by Indonesia’s migrant workers were relatively stable.

Current Account Deficits Matching Well to Projection

In our prior report, we estimated the 2018 current account deficits were unlikely to outpace 3.00%., but for 2019, we project that
current account deficits to stand below 3.00%, if the government is firmly committed to its prior policies, e.g., accelerating exports
and tourism, bettering off upstream and downstream industries, implementing further the B20 mandatory, improving online single
submission (OSS), and easing investment process.

Current Account Summary (USD mn)

4Q17 1Q18 2Q18 3Q18 4Q18 2017 2018
Goods 3,086 2,323 277 -454 -2,576 18,785 -430
Services -2,135 -1,642 -1,819 -2,017 -1,623 -7,831 -7,101
Primary Income -7,752 -7,465 -8,036 -7,930 -6,988 -32,979 -30,420
Secondary Income 1,235 1,444 1,632 1,777 2,039 4,498 6,892
Current Account -5,567 -5,342 -7,946 -8,625 -9,148 -17,528 -31,061
as % to GDP -2.34 -2.15 -3.04 -3.28 -3.57 -1.70 -2.98

Source: Bank Indonesia, NHKS Research
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Current Account Deficit & Forex Reserves Current Account Deficit & GDP Growth
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DISCLAIMER

This report and any electronic access hereto are restricted and intended only for the clients and related entity of PT NH Korindo Sekuritas
Indonesia. This report is only for information and recipient use. It is not reproduced, copied, or made available for others. Under no circumstances
is it considered as a selling offer or solicitation of securities buying. Any recommendation contained herein may not suitable for all investors.
Although the information here is obtained from reliable sources, it accuracy and completeness cannot be guaranteed. PT NH Korindo Sekuritas
Indonesia, its affiliated companies, respective employees, and agents disclaim any responsibility and liability for claims, proceedings, action,
losses, expenses, damages, or costs filed against or suffered by any person as a result of acting pursuant to the contents hereof. Neither is PT
NH Korindo Sekuritas Indonesia, its affiliated companies, employees, nor agents liable for errors, omissions, misstatements, negligence,
inaccuracy arising herefrom.
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