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Despite the fact that Joko 'Jokowi' Widodo emerged victorious in July's presidential

elections, significant political uncertainty remains. In particular, Prabowo Subianto's Red

and White coalition has shown signs that it will be a particularly obstructionist opposition

in parliament, creating additional risk to the implementation of Jokowi's policy agenda.

While we remain generally positive on the incoming administration, this is a key risk to

our view.

While his policy platform has not yet been fully elaborated, Jokowi's ability to streamline

bureaucratic inefficiencies, improve public finances, strike a balance between pro-

business and pro-welfare policies, as well as willingness to take politically unpopular but

necessary measures to right economic imbalances could provide some upside potential

for the infrastructure, mining and oil and gas sectors.

Economic growth will likely accelerate in 2015 as policy-making stabilises along with

improving investor sentiment. Indonesia's macroeconomic outlook has stabilised

considerably since 2013, including an improvement in the trade account as well as

significantly lower inflation. This should allow Bank Indonesia (BI) room to ease policy in

H115.

Major Forecast Changes

We have downgraded our end-2014 forecast on the Indonesian rupiah to

IDR12,200/USD from IDR11,500/USD previously owing to broad US dollar strength.

That said, we remain positive on the currency's fundamental outlook, and expect it to
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recover somewhat in 2015 to average IDR11,850 next year.
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