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The election results will ultimately depend on whether the electorate clamours for reform

or stability. If the preference is for the former, current Governor of Jakarta Joko Widodo

(Jokowi) from the PDI-P will likely emerge victorious. If the inclination is towards

stability, ex- General Prabowo Subianto (Gerindra) or prominent businessman Aburizal

Bakrie (Golkar) are likely to be the frontrunners.

While we have yet to see his policy platform, 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.

Judging from the progressive deceleration in inflation, as well as a continuing fall in

import demand, Bank Indonesia's (BI) monetary tightening appears to be exhibiting

some measure of efficacy. In the near term, we do not expect BI to reverse its policy

stance as it continues to allow policy measures to work their way through the economy.

Towards the second half of the year, however, with inflation likely to fall within the BI's

target range, coupled with an ongoing slowdown in economic activity, we expect BI

policy to turn growth supportive and are consequently sticking to our forecast for 50

basis points of interest rate cuts.
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