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We know that…
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We also know that managing…
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• Macro fundamental
• External balance
• Fiscal balance
• Sustainable debts

• Banking CAR
• Corporate gearing
• FX loans hedging

• Micro fundamental

ARE IMPORTANT



But…
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• Realizing peers’/relative fundamental strength
• Managing perception among foreign companies, 

creditors, and portfolio investors

ARE EQUALLY IMPORTANT



Beware, calm water could drown you
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Global volatility has dropped
Pt Pt

Source: J.P. Morgan.

US FOMC est. are challenged
% %

Source: J.P. Morgan.



IDR volatility has also decreased…
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Source: Bloomberg.
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…and is now of the lowest in EM
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Source: Bloomberg.

USD/EM FX 3-mth realized volatility
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Our capital flow is dominated by portfolio flow…
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Source: CEIC.

Average CA, 2014-2016
% of GDP

Average FDI and portfolio flows, 2014-2016
% of GDP
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Why do we have to watch
our external balance?



… and because foreign ownership in our
tradable public debts is relatively high
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Source: Deutsche Bank.

Foreign ownership in tradable public debts
% of total tradable public debts
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Our FX reserves-to-import coverage
is relatively strong
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Source: CEIC.

FX reserves-to-import coverage ratio
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But our FX reserves-to-short term external 
liabilities is slightly below our peers…
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Source: CEIC.
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…as well as our FX reserves against
IMF risk-weighted metrics 
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Source: CEIC, IMF
* Reza Mogadham, Jonathan D. Ostry, Robert Sheehy, Assessing Reserve Adequacy, (IMF, 2011).

FX reserves against IMF risk-weighted metrics*
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Our large corporate gearing ratio is relatively low
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Source: J.P. Morgan.
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But  our corporates relatively rely
on foreign creditors
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How did EMs raise their debts?
Offshore loans to total loans (onshore + offshore loans) ratio

Source: CEIC.

0

25

50

75

100

-10.0 -5.0 0.0 5.0 10.0 15.0 20.0

CA to GDP, %

Offshore/(On-
shore+Offshore
loans), %

CO

ZA

ID

MX

AR

BR

PE PL

CL

EG

VE

PK

IN
NG

VN

RU

KR

MY

TH
PH

SA

HU

TW

QA

IL

HK

TR



Good news is higher DSR can be used
to reduce reliance on external financing
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Domestic saving ratio
Sum of 4Q, % of GDP

Source: CEIC.
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How do we avoid systemic risk
from external financial market?
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