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Indonesia’s foreign exchange (FX) reserves grew by USD2.1bn to USD125.9bn in July 2019,
continuing the positive trend from previous month increase to USD123.8bn. The latest
reserve level was equivalent to 7.3 months of import financing or 7.0 months of imports, and
payments of government external debt; which is well above the international adequacy
standard of around 3 months of imports. The increase in July’s foreign exchange reserves
was driven by oil-and-gas and other foreign exchange receipts, as well as the withdrawal of
government foreign debt. Going forward, Bank Indonesia (BI) assesed that foreign exchange
reserves will remain adequate, supported by stability and sound economic prospects.

Going forward, it might be quite challenging for Indonesia to keep up the momentum of FX
Reserve build up following the further escalation of trade tension between US-China which
remains unresolved. However, given the relatively resilient macro-fundamentals, coupled with
an attractive yield spread driven by another potential rate cut by the US Federal Reserve
before the end of this year, capital inflows may return to the country. Additionally, betterment
in the trade balance position could also help to steady the FX reserves.

Figure 1. FX Reserves up to USD125.9bn in July

Source: Bank Indonesia, UOB Global Economics & Markets Research
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Disclaimer

This publication is strictly for informational purposes only and shall not be transmitted, disclosed, copied or relied upon by any person for whatever
purpose, and is also not intended for distribution to, or use by, any person in any country where such distribution or use would be contrary to its laws
or regulations. This publication is not an offer, recommendation, solicitation or advice to buy or sell any investment product/securities/instruments.
Nothing in this publication constitutes accounting, legal, regulatory, tax, financial or other advice. Please consult your own professional advisors
about the suitability of any investment product/securities/ instruments for your investment objectives, financial situation and particular needs.

The information contained in this publication is based on certain assumptions and analysis of publicly available information and reflects prevailing
conditions as of the date of the publication. Any opinions, projections and other forward-looking statements regarding future events or performance of,
including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ from actual events or results. The views
expressed within this publication are solely those of the author’s and are independent of the actual trading positions of United Overseas Bank
Limited, its subsidiaries, affiliates, directors, officers and employees (“UOB Group”). Views expressed reflect the author’s judgment as at the date of
this publication and are subject to change.

UOB Group may have positions or other interests in, and may effect transactions in the securities/instruments mentioned in the publication. UOB
Group may have also issued other reports, publications or documents expressing views which are different from those stated in this publication.
Although every reasonable care has been taken to ensure the accuracy, completeness and objectivity of the information contained in this publication,
UOB Group makes no representation or warranty, whether express or implied, as to its accuracy, completeness and objectivity and accept no
responsibility or liability relating to any losses or damages howsoever suffered by any person arising from any reliance on the views expressed or
information in this publication.
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