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Bank Indonesia: Not An Opportune Time?

- For the upcoming Bank Indonesia (BI) policy meeting, we are set for another close call as their easing
bias remains well intact. We continue to lean marginally towards a rate hold at this meeting which sets the
stage for a end of the year rate cut.
- Since the previous meeting, growth indicators remain firm with GDP growth slowing just marginally to
5.0% in Q3 from 5.1% in Q2 with private consumption softening to 4.9% from 5.0%. Real exports revenue
saw a resilient 9.9% YoY growth in Q3. Consumer confidence also improved for October with economic
conditions index improving.
- Unsurprisingly, the main restraint for a rate cut will be the IDR's recent performance rather then the
upside CPI surprise which saw headline CPI rise to 2.9% in October on the back of higher gold prices.
Specifically, the IDR continued to depreciate by about 0.7% despite their rate hold at last meeting and this
is an underperformance relative to the Asia dollar index which is down 0.4%.
- Admittedly, while there are ample reasons to caution against a rate cut, we must duly acknowledge that
their pro-growth stance also implies that BI is likely to employ their FX stabilisation tool box should they
proceed with a rate cut. That said, Governor Warjiyo had re-iterated that the timing and magnitude of rates
cuts is based on rupiah stability and policy rate transmission. The latter is certainly still a work in
progress with lending rates not fully reflecting policy rate cuts.
- On balance, even as we call for a rate hold, the IDR is unlikely to see much relief especially amid the
revelation of potential fraud in the Whoosh project which adds to the litany of fiscal woes.

•Survey results from Bloomberg, as of  14 November 2025;  The lists are not exhaustive and only meant to highlight key data/ev ents

Week-in-brief: Of Incomplete Re-opening, Recovery and Reversals
- This week, the US government shutdown ended, and workers are expected to be back paid and given
that workers also accumulated more vacation leave, economic data ahead may reflect the uneven activity.
The bill signing merely implies resumption of federal agencies and normalisation of flight schedules.
The BLS has asked for patience as they are working on releasing a revised schedule for data release.
- Data releases remain highly uncertain and even incomplete with Kevin Hassett, who is the National
Economic Council Director saying that the October jobs report will be published without the unemployment
rate. Admittedly, the next deadline for potential shutdown looms on January 30, the tail risk is that
clarity may be end up being rather temporal.
- Despite the US government reopening, risk sentiments were poor as doubts about AI related valuations
continue to linger.
- On the tariff front, framework agreements were stuck with Argentina, Ecuador, Guatemala and El
Salvador. Rather than a outright lowering of reciprocal tariffs, a commonality in these frameworks was to
remove its reciprocal tariffs on certain qualifying exports that cannot be grown, mined, or naturally
produced in the United States in sufficient quantities. It is apparent that these steps at aimed at addressing
higher cost passthrough from tariff given the lack of substitutes.
- Meanwhile, OPEC+ changed their read of the global oil market situation, expecting a surplus instead of
a deficit which is due to higher oil production in the US. The ensuing slide in oil prices have been partially
reversed by reports on Russian fuel deport and port.
- Russia's massive attack on Kyiv also reminds us that the conflict is far from over. Europe will remain wary
of risks of potential changes in the Russia-Ukraine situation.
- In the UK, fiscal reforms may also be potentially stalling with reports of Reeves considering dropping
planned increases in income tax rates. Higher unemployment rate and lower than expected Q3 GDP
growth also weighed on the GBP as it underperformed most G10 peers.
- JPY has undoubtedly been the stark underperformer amid some underlying fears that PM Takaichi
maybe hinting at greater cooperation from the BoJ, signalling some dovish bias reversing some rate hike
bets. That said, BoJ Governor Ueda continues to keep the rate hike option open as he said that the price
trend is rising gradually towards 2%.
- Even amid the decline in the USD in the G10 space, outcomes were mixed in the EM-Asia FX space. The
risk off backdrop dented the KRW which led to the BoK linking up with the National Pension Service to
prepare for potential intervention.
- Down Under, even as participation rates stay elevated, Australia's unemployment rate dipped to 4.3%
alongside 42k employment gains on the back of full time roles. AUD retained traction above 65 cents but
was still unable to test 66 cents.
- Looking ahead, Bank Indonesia will be faced with a delicate balancing act on 19 November and our call
is for a dovish hold. There is certainly no about turn on their pro-growth stance, but we expect persistent
IDR underperformance to shift the policy calculus. They will also acknowledge that instead of pulling the
rate cut lever in a choked system, there is more plumbing works to improve policy transmission as lending
rates remains sticky.
- In Thailand, Q3 GDP growth is expected to slowdown from the 2.8% YoY outturn in Q2. Our
expectations for a 2.0% is above consensus on the back of a buoyant external demand and modest private
consumption recover. Nonetheless, we remain of the view that sufficient soft spots in investments and the
manufacturing sector imply that the BoT will retain their easing bias.
- All in, market will remain wary about taking too much comfort from the re-opening while EM-Asia remains
on the edge over potential AI led risk off as well as idiosyncratic fiscal issues.

Thailand Q3 GDP: Slowdown Amid Soft Spots

- Amid the emergence of various soft sports weighing on strong external tailwinds, we downwardly revise
Q3 GDP growth in Thailand to slow down to 2.0% YoY from Q2's 2.8% and for full year growth to come
in at 2.5% YoY.
- Exports revenue grew 11.5% YoY in Q3 which led to a US$6.9bn current account surplus for Q3 and
this will be a supportive of Q3 growth. That said, the manufacturing sector remains weak as production in
many sectors ranging from electrical appliances, textiles to automotive contracted to offset the
semiconductor boost.
- Private consumption index showed that domestic demand improved in Q3 on the back of strong
durables consumption expending 8.0% YoY which was in driven by EV sales as well as launches of hybrid
models. Nonetheless, lacklustre non-durables consumption growing just 0.2% YoY point to still fragile
consumer sentiments. Businesses also appear restrained as investment spending also grew at a slower
pace as firms hold back on equipment and machinery expenditure.
- On the services front, tourist arrivals contracting 13.5% YoY remains worrying despite the 4.1% QoQ
increase from Q2 which tends to be a seasonal low. A look under the hood reveals that the out of net
decline of 1.1m tourists from a year ago in Q3, 876k and 484k stemmed from North East Asia and South
East Asia respectively while arrivals from elsewhere such as Europe and South Asia grew.
- Admittedly, relative to consensus, our estimates lean on the high end taking into account the impact of
semiconductor upcycle. That said, we do not think that a better than expected GDP print alleviate the BoT's
worries about the credit quality and growth.
- Consequently, amid a weaken THB-Gold correlation, we continue to envisage USD/THB buoyancy as
there remains available room for rate cuts which in turn pressures front end yields.

Vietnam: High Speed Obstacles
- At the margin, recent reports on infrastructure financing over the high-speed railway project which
spans from Hanoi to Ho Chi Minh City has drawn some concerns over potential fiscal debt in the
medium term. To be clear, the economic spillover benefits of such projects are broad and could drive up
productivity, though its implementation may turn more troubling as reflected by their experience from
the metro line construction in HCM.
- Even at this draft stage, the sight of the government providing loans covering 80% of the investment
capital with potentially 0% interest rate over a period of 30 years is a key worry. Furthermore, there will
also be potential expenditure on resettlement and compensation.
- Should the government provide 80% of funding, it will amount to an estimated cost of US$53.6bn (11% of
GDP), this amount represents around 70% of revenue collections in an entire year. As such, the potential
climb in public debt will be worrying even though issuances will likely be staggered.
- Furthermore, even though connecting the populous Hanoi and Ho Chi Minh city raises the odds of
profitability, direct profitability from transport operations is hardly assured given that metros across
the ASEAN region as well as HSR lines in China are rarely profitable except for a few profitable
routes linking coastal cities.
- Longer term sustainability often require a mix of investments in non-transport commercial operations such
as retail alongside continued subsidies by the government in terms of both operational and maintenance
costs. The need for substantial import of capital equipment will also be a setback for FX reserves.
- On balance, the complexities of such a project require substantial continuous scrutiny with
potential cost overruns, governance concerns adding to a inadvertent baseline of unprofitability.
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Tourist arrivals in Q3 by 13.5% YoY in Q3.
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Forex Rate Bond Yield (%)

% Chg^ Week Forecast 14-Nov 2-yr Chg (bp)^

USD/JPY 0.82% 152.00 ~ 156.00 USD 3.591 2.9

EUR/USD 0.57% 1.150 ~ 1.170 GER 2.026 4.2

USD/SGD 0.00% 1.2900 ~ 1.3100 JPY 0.923 -0.5

USD/THB 0.06% 32.00 ~ 32.80 SGD 1.254 -5.9

USD/MYR -1.06% 4.120 ~ 4.180 AUD 3.685 11.0

USD/IDR 0.11% 16,450 ~ 17,000 GBP 3.831 4.5

JPY/SGD -0.80% 0.827 ~ 0.862 Stock Market

AUD/USD 0.51% 0.645 ~ 0.663

USD/INR 0.10% 88.0 ~ 89.5

USD/PHP 0.03% 58.1 ~ 59.5

^Weekly change. 
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USTs: Confronting the Gold Standard
- UST yields rose this week in a mild steepening as Fed officials push back on December rate
cut prospects.
- Ironically, this may be setting up the stage for potential volatility as risk adversion give way to
two way data volaility as we await the release of new data.
- Specifically, lower UST yields from second tier employment data will need to confront the
potential return of the gold standard.
- On the longer end, lower oil prices may be restrain the climb higher at the margin.
- All in, we expect 2Y yields to trade in the 3.50-3.70% range while 10Y UST yields trade in the
4.0% to 4.20% range.

FX Brief:
1) JPY: Hawkish Fed speak and Takaichi's hints towards to BoJ sets back
rate hike prospects even though the lower oil price ought to have provided
tailwinds. JPY may be due for some lagged gains but USD/JPY to still hold
up above 152.

2) EUR: Rose towards mid-1.16 post US government reopening.

3) AUD: Rose above 65 cents and the strong jobs report was unable to
assist durability above 66 cents.

4) CNH: Disappointing economic data did not deter CNH gains amid
buoyant equities while seasonal factors may also have been supportive.

5) INR: Slippage persisted despite lower oil prices. RBI intervene to slow
INR decline. Trading above 88.5 par for the course

6) SGD: Very moderate gains for the week amid the risk off back drop.
Consolidation on both sides expected.

7) IDR: Weakness persisted amid further revelations of corruptions during
HSR project. Dovish Bank Indonesia meeting to backstop USDIDR above
16600.

8) THB: Flat for the week as lower oil prices and higher gold prices lean
against risk off sentiments and renewed political tensions with Cambodia.
THB bulls may get tailwinds to test below 32 levels if fiscal framework
reveals solid consolidaition paths.

9) MYR: Led EM-Asia peers with sharp gains as PM Anwar announces
possible growth outperformance.

10) PHP: Softer oil prices allow mild gains for the PHP, nonetheless we
continue to watch for BSP intervention. USDPHP likely to maintain above 59
but seasonal gains may seep in soon rather than later.

11) KRW: Gains largely on the back of intervention threats as BoK discuss
strategies with the National Pension services. KRW bears will now be
cautious of approaching 1460. That said, elevated UST yields imply that the
high beta KRW will retain buoyancy at around 1430 even as intervention
may allow momentum for gains.

12) TWD: Risk off mood continues to be a setback for the TWD alongside
JPY weakness. Buoyancy above 30.5 likely retained for the week ahead.
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FX: Sell News or USD?
- DXY declined to test 99 levels as the USD softened after confirmation of US Federal government
reopening. Even as "Sell the News" narrative may take hold, it would be remiss to dismiss that US data
may lean on the dovish side.
- Furthermore, the risk off backdrop was also evident in the CHF outperformance.
- Unfortunately, for the JPY, the haven aspects were overwhelmed by speculation that PM Takaichi is
hinting at preference for slower pace of BoJ rate hikes. Consequently, markets lower the odds of a 25bp
rate hike in december from 47% at the start of the week to 33%. Meanwhile, despite lower oil prices, the
NOK outperformed as inflation came in higher than expected.
- On the other end, GBP weakened and underperformed as fiscal reforms continue to elude Chancellor of
the Exchequer Rachel Reeves.
- AUD had a middle of the G10 pack performance as the solid jobs report allow retention above 63
cents.

EM-Asia FX: Charting Your Own Path
- In EM-Asia, performance was far more mixed despite the softer USD backdrop.
- MYR came up with another strong outperformance as PM Anwar touted the possibility of full year
growth exceeding their forecast range. Nonetheless, the lower oil prices may begin to incite worries about
their fiscal position.
- It was not all cherry in Asia with the TWD and KRW being subjected to persistent depreciation
pressures and the latter only managed to gain on reports that the BoK and NPS may be looking to
intervene to stablise the currency.
- Even the VND showed some slippage this week amid the risk off mood. There were reports of MNCs
being worried about the removal of subsidies to tech firms.
- The INR only managed to sustain modest depreciation due to intervention by the RBI.
- IDR continue to depreciation as more details around the HSR corruption case is revealed.
- On balance, EM-Asia FX has little comfort from a risk off led softer USD.
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