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Ø The Consumer Confidence Index (CCI), which had been in a
downtrend since July 07, perked up in November to stand at a
level of 86.5, up 5.2% over the previous month. Propelling the
increase in the CCI was the 9.2% jump in the level of the
Present Situations Index (PSI) to 68.3 after it had slumped to a
four-month low of 62.5 in October. At the same time, the
Expectations Index (EI) rose 3.3% to 100.2 from 97.0 in October,
giving rise to hopes of a pick-up in consumer spending.

Ø Declines in basic foodstuff prices and upbeat assessments on
the overall state of the economy have helped to quell consumer
concerns over the prospects for the economy in the months
ahead. At the same time, consumers should spend more –
especially on traveling – during the holidays at the end of the
year. This should give a timely boost to the economy.

Ø Consumer spending plans recovered in November and are now
actually at their highest levels in the history of the survey. The
proportion of consumers who plan to buy durable goods
climbed from 25.4% to 30.1%, with consumers probably more
hopeful that loan rates would be cut further. In particular,
buying plans for motorcycles and audio-visual equipment rose
sharply. Consumers also expressed a greater desire to purchase
homes and land, as well as to undertake home renovation.

Ø In line with the stronger buying intentions, the Consumer
Confidence toward the Government Index (CCGI) also gained
ground in November. This index rose 4.8% to stand at a level
of 102.0, or its highest level since December 2006. In particular,
consumers are more confident now in the government’s ability
to spur economic growth but less sanguine in regard to the
government’s ability to provide public infrastructure.
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THE NOVEMBER 2007 RESULTS

After falling for three straight months, the Consumer Confidence Index (CCI) regained some strength in November,
climbing 5.2% to 86.5 from 82.2 in October. The Present Situations Index (PSI) surged 9.2% to 68.3, while the other

component of the CCI – the Expectations Index (EI) – also rebounded in November, adding 3.3% to 100.2. The fact that

the EI is now in positive territory is obviously an encouraging development and suggests that consumers do not expect
any deterioration in economic conditions over the next six months.

In November, people living in urban areas seemed to benefit the most from declines in basic foodstuff prices: for these
consumers, the CCI rose strongly by 6.9% to 88.2. For consumers living in rural areas, however, the CCI only managed

to post a slight increase, edging 1.0% higher to 82.6 from 81.8 in October.

Confidence improved in all regions surveyed except East Java where the index slipped 3.4% to its lowest ever level of

69.8. Of the six regions covered by the survey, the biggest improvement was seen in Central Java (where the index soared

15.1% to 88.9, its highest level since November 2006). The expectation of better times ahead due to the announcement
of new investments in infrastructure projects in the region may have helped to buoy up consumer confidence.

By household income, differences in the confidence levels between rich and poor households narrowed in November.
Households with incomes below Rp500,000/month were less pessimistic – especially in regard to household finances,

job opportunities and the state of the economy – since the CCI for this income group soared 13.7% to 81.2 in November.

Households with higher incomes also saw an improvement in confidence – although not to the extent to which
confidence among poor households improved.  For the better-off households, the CCI added 5.5% from 89.9 to 94.7

in November, showing the positive impact that low interest rates are continuing to have on higher income households.

 Chart 1. Consumer confidence has recovered
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Appraisal of Current Situations: An improvement in Current Economic Conditions
Of the three components of the PSI, the largest gain was seen in the component measuring consumer assessments on

the current state of the national economy. This index soared 13.4% to 64.4 after falling in the previous three months.

Moreover, consumers also gave less downbeat assessments on current local economic conditions. Those claiming local

economic conditions as “bad” fell to 27.9% from 32.0%, while those claiming local economic conditions as “good”
rose to 20.8% from 17.0%.

Things also looked brighter on the job front in November: the relevant index rose 3.7% to 47.4 from 45.8 in October.
Note that news relating to job losses has eased off considerably even though, however, there has been little good news

in the way of new job creation.

  Table 1. Consumer Confidence Index

July-07 Aug-07 Sep-07 Oct-07 Nov-07 MoM
                             % Change

Consumer Confidence 86.3 84.5 83.0 82.2 86.5 5.2
Present Situation 66.3 65.4 63.8 62.5 68.3 9.2

  Expectations 101.3 98.9 97.4 97.0 100.2 3.3

  Table 2. Appraisal of Current Situations

June-07 July-07 Aug-07 Sep-07 Oct-07 Nov-07 MoM
%Change

Economic Conditions 47.9 56.1 57.8 57.7 56.8 64.4 13.4
Local Area Economic Conditions 85.0 92.2 91.8 85.0 85.0 92.9 9.4
Employment Conditions 44.9 50.6 46.5 48.6 45.8 47.4 3.7

 Chart 2. Easing inflationary pressures boosted confidence in the country’s economic prospects
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Purchasing Intentions for Durable Goods: Consumer Spending to Recovered
The nascent optimism on economic prospects has also translated into stronger buying intentions for durable goods.

Indeed, the latest survey reveals that the proportion of consumers who plan to buy durable goods over the next six

months jumped to a record 30.1% in November from 25.4% in October. At the same time, plans to purchase a house
reached a one-year high, as attractive mortgage rates – below the psychologically important level of 10% - helped

stimulate demand for property.  According to the survey, the percentage of respondents who now plan to buy a house

increased to 0.8%, or up from 0.4% in the prior month.

Buying intentions also rose for some other goods that are often purchased on credit such as motorcycles, land, and

audio-visual products. However, plans to buy home-appliances and livestock weakened, with only 3.1% and 0.2% of
households expecting to purchase these products over the next six months.

At the same time, only 21.2% of the respondents said they had plans to travel over the next six months (down from 28.7%
in October); the vast majority of them (99.2%) choosing domestic destinations for their vacation. As expected,

respondents in Jakarta are keener to take a vacation than those from outside the capital city.

Assessments of Near-Term Conditions: Higher Family Income Expected
The main factor behind the rosier outlook was the 4.5% increase in the component of the EI (Expectations Index)
measuring sentiment toward family income prospects. We believe there are three main reasons why income prospects

look brighter. First of all, minimum wages should see a fairly decent increase early next year by around 10% on average.

This is still above the overall inflation rate. As such, purchasing power should see some improvement. Moreover, the
prices of basic foodstuffs are under control. And thirdly, job prospects are improving as the economy continues to

expand at a brisker growth pace. Indeed, the component of the EI measuring sentiment toward employment prospects

added 3.5% to 94.4 in November.  With more people in work, family incomes will obviously see gains.

According to the findings of the latest survey, consumers foresee a gradual improvement in economic conditions in the

six months ahead.  The index measuring sentiment toward prospects of the national economy rebounded 3.0% to 103.5
in November, while the index measuring sentiment on the prospects of the local economy rose 2.2% to 104.1.

  Table 3. Expectations for the Six Months Ahead

July-07 Aug-07 Sep-07 Oct-07 Nov-07 MoM
% Change

  Economic Prospects 104.9 100.6 100.4 100.5 103.5 3.0
  Employment Prospects 96.9 96.1 92.5 91.2 94.4 3.5
  Family Income Prospects 98.0 94.7 94.1 94.5 98.7 4.5
  Local Area Economic Prospects 105.3 104.2 102.4 101.9 104.1 2.2

  Table 4. Buying intensions

July-07 Aug-07 Sep-07 Oct-07 Nov-07 MoM
% Change

Automobile 0.4 0.2 0.4 0.3 0.3 0.0
Motorcycle 2.8 1.9 1.7 1.9 2.2 14.6
Bicycle 0.1 0.1 0.2 0.1 0.2 91.7
House 0.5 0.2 0.3 0.4 0.8 131.4
House Renovation 2.8 2.4 1.9 1.3 2.4 85.9
Land 0.5 0.5 0.3 0.4 0.4 17.1
Audio-Visual 4.5 4.2 3.9 3.7 4.6 26.8
Home appliance 3.7 3.3 3.5 4.0 3.1 -22.3
Gold & Jewelry 0.6 0.8 0.8 0.3 0.4 41.4
Livestock 0.9 0.2 0.4 0.3 0.2 -41.4
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Expectations on Key Economic Variables: Inflationary Pressures Continues to Ease
After recording a dramatic rise in September, the index measuring consumer sentiment toward the outlook for inflation

has been in check in the months of October and November. Mostly, this reflects the fact that the sky-high prices seen
during Ramadan and Idul Fitri were only temporary in nature, and that prices have now fallen back to normal levels. In

the latest survey, the index measuring sentiment toward general prices dipped 1.0% to 186.4.

Yet despite the decline in the index measuring sentiment toward inflation, the index measuring sentiment toward

interest rates rose by 3.0% from 109.3 to 112.6. In this regard, consumers may be concerned that interest rates have

now reached their nadir after a series of rate cuts that have pushed the benchmark BI rate down to 8.25%. This is
especially the case given the surging prices of oil on international markets.  Nonetheless, for the time being at least,

Bank Indonesia still believes that there is room for small interest rate cuts in 2008 – possibly bringing down rates to

7.0% by the end of 2008.

Meanwhile, more consumers are upbeat in regard to prospects for share prices. Indeed, the relevant index increased

from 105.4 in October to 109.4 in November. In contrast, however, the index measuring sentiment toward the rupiah
sank by 9.6% to 77.2, with more consumers expecting the rupiah to depreciate (the level of this index has now been

below 100 since November 04).

Confidence in the Government: Doubts in the Government’s Ability to Build Infrastructure
The Consumer Confidence in the Government Index (CCGI) rebounded in November, adding 4.8% to 102.0 from a level

of 97.3 in October. Contributing much to the rise of the CCGI was the 13.0% increase in the component measuring
the government’s capability to stabilize the price of goods. Indeed, although food prices did rise significantly during

the fasting month of Ramadan, the impact was only transitory, and prices quickly returned to their normal levels after

Idul Fitri.

At the same time, consumers were also more sanguine in regard to the government’s ability to bring about brisker

economic activity. The component measuring the government’s ability to improve economic conditions rose 9.5% to
100.1. Indeed, according to our projections the economy should continue to show modest expansion in 2008. From

an expected growth pace of 6.2% in 2007, we forecast GDP growth to pick up slightly to 6.3% in the following year.

The survey data also shows that consumers had more confidence in the government’s ability to handle security issues.

Indeed, the government has made significant progress in reducing sectarian violence and local disputes in several of

the country’s hotspots.  Against this backdrop, the relevant index increased from 109.7 in October to 112.9 in November,
its highest level since January 2007.

Meanwhile, the index measuring the government’s ability to provide law enforcement edged up 1.8% to 100.3 in
November. However, as the index is still hovering at a relatively low level – only just above the neutral 100 level –

consumers lack conviction that the government is doing its best to uphold the rule of law in a fair and equitable manner.

  Table 5. Expectations on Prices

June-07 July-07 Aug-07 Sep-07 Oct-07 Nov-07

  General Prices Expectations 183.1 183.6 187.4 191.2 188.3 186.4
  Interest Rates Expectations 114.7 111.7 111.9 108.0 109.3 112.6
  Exchange Rates Expectations 87.3 86.2 88.7 80.1 85.3 77.2
  Stock Prices Expectations 98.2 102.1 102.4 107.2 105.4 109.4
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* Note: Starting in April 2007, the Consumer Confidence in the Government Index (CCGI) has been adjusted to the year of 2003 = 100

 Table 6. Confidence Toward The Current Government

May-07 June-07 July-07 Aug-07 Sep-07 Oct-07 Nov-07 MoM
%Change

Recovery National Economy 88.6 92.6 98.3 95.7 100.7 91.4 100.1 9.5
Stabilize The Price Of Goods 76.6 74.8 80.2 80.7 78.7 76.9 86.9 13.1
Maintain Public Infrastructure 104.4 104.4 101.7 107.6 112.7 110.1 110.0 -0.1
Provide A Sense Of Safety 108.0 107.1 111.9 110.9 111.1 109.7 112.9 2.9
Provide A Sense Of Certainty 96.3 94.6 98.4 95.1 97.8 98.5 100.3 1.8
CCGI 94.8 94.7 98.1 98.0 100.2 97.3 102.0 4.8

* An index reading above 100 indicates that positives responses outnumber negative responses

CCI by Regions Oct-07 Nov-07 MoM
                        %Change

National
Consumer Confidence Index 82.2 86.5 5.2
Present Situation 62.5 68.3 9.2
Expectations 97.0 100.2 3.3
Jakarta
Consumer Confidence Index 88.0 94.4 7.3
Present Situation 63.2 73.5 16.2
Expectations 106.5 110.0 3.3
West Java
Consumer Confidence Index 80.1 84.3 5.3
Present Situation 51.1 58.9 15.2
Expectations 101.8 103.4 1.5
Central Java
Consumer Confidence Index 77.3 88.9 15.1
Present Situation 57.5 70.8 23.3
Expectations 92.1 102.5 11.3
East Java
Consumer Confidence Index 72.2 69.8 -3.4
Present Situation 52.5 48.0 -8.6
Expectations 87.0 86.1 -1.0
North Sumatera
Consumer Confidence Index 79.1 83.9 6.1
Present Situation 60.8 70.8 16.6
Expectations 92.8 93.7 0.9
South Sulawesi
Consumer Confidence Index 98.4 100.3 1.9
Present Situation 89.7 89.3 -0.4
Expectations 104.9 108.5 3.4

CCI by Classification Respondent Oct-07  Nov-07 MoM
                                   Profile (%) %Change

Age of Respondents
20-29 23.7 86.1 91.5 6.2
30-39 30.1 85.4 85.4 0.0
40-49 26.0 77.6 84.3 8.6
50-59 14.9 78.9 85.4 8.2
60 and over 5.2 78.5 84.4 7.6
Educational Level
Primary School or less 43.3 77.8 80.9 4.1
High School 49.7 84.8 90.2 6.4
Academy/University 7.0 90.7 94.6 4.2
Household Income
under Rp 500,000 11.8 71.4 81.2 13.7
Rp. 500,000 - 700,000 12.7 78.3 77.8 -0.6
Rp 700,000 -  1,500,000,- 45.4 81.2 84.9 4.5
Rp 1,500,000,- and over 30.0 89.8 94.7 5.5
Gender
Male 50.0 94.2 100.5 6.7
Female 50.0 86.0 89.6 4.2
Occupation
Worker 31.0 85.1 94.3 10.7
Self employed 30.8 83.0 81.9 -1.4
Unemployed 37.9 82.1 86.2 5.0
Type Area
Urban 70.7 82.5 88.2 6.9
Rural 29.3 81.7 82.5 1.0

                 TABLE 8:  NATIONAL  FIGURES                               TABLE 7. CCI - COMPOSITE SERIES

Finally, the index measuring consumer confidence toward the government’s ability to maintain public infrastructure

slipped from  110.1 in October to 110.0 in November. Note that the government’s infrastructure initiative still doesn’t

seem to have gotten off the ground: the lack of legal certainty on land clearance issues remaining a perennial problem.
Increased traffic congestion due to poor roads and blackouts due to failure of electricity supply to keep up with rising

demand in some parts of the country are just some of the problems faced by consumers.
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