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Statement from the Fed 
The Fed kept the policy rate unchanged, only expects a 25bps rate cut in 2024 and rules out the possibility of a hike. 

• At the Jun-24 Federal Open Market Committee (FOMC) meeting, the Fed decided to leave the policy rate, the 
Federal Funds Rate (FFR), unchanged at the target range of 5.25% – 5.50% and to continue reducing securities 
holdings. This decision to maintain a restrictive monetary policy stance aims to balance demand with supply and 
further reduce inflationary pressures. The Fed still considers the US economic outlook to be uncertain. 

• The Fed has indicated that it will not be appropriate to lower FFR until they have greater confidence that inflation is 
moving sustainably toward 2%. So far this year, according to the Fed, the data have not provided that level of 
confidence. While recent inflation readings have been more favorable than earlier in the year, showing modest 
progress toward the inflation objective, the Fed requires more positive data to be confident that inflation is moving 
sustainably toward the target. 

• When considering adjustments to the FFR, the Fed will carefully assess incoming data, the evolving outlook, and the 
balance of risks. Therefore, they stated that they will continue to make decisions on a meeting-by-meeting basis, 
based on the totality of the data and its implications. 

• The new dot plot indicates only one rate cut this year and four in 2025 and 2026, compared to the Mar-24 projection 
of three cuts in both 2024, 2025, and 2026. Moreover, the long run target for FFR is revised up from 2.75% to 
3.00%. 

• If the US economy evolves as what the Fed expected, according to the new projections, the appropriate level of the 
FFR will be 5.25% at the end of this year, 4.25% at the end of 2025, and 3.25% at the end of 2026. However, the 
Fed noted that these projections are not the Fed’s plan or any kind of decision. As the economy changes, 
assessments of the appropriate policy path will adjust to best promote price stability goals. 

• If the economy remains robust and inflation persists, the Fed is prepared to maintain the current target range for the 
FFR as long as appropriate. Conversely, if the labor market weakens unexpectedly or inflation falls more quickly 
than anticipated, they are prepared to respond accordingly. 

 
Recent indicators show that US economic activity has continued to grow at a relatively robust pace. 

• Despite GDP growth slowing from 3.4%qoq in 4Q23 to 1.3%qoq in 1Q24, private domestic final purchases, which 
exclude inventory investment, government spending, and net exports, grew at 2.8%qoq in 1Q24, nearly matching 
the strength seen in 2H23. The Fed expects GDP growth to slow from last year’s pace, with a median projection of 
2.1% this year and 2.0% over the next two years, unchanged from the Mar-24 projection. 

• In the labor market, supply and demand conditions have become more balanced. The unemployment rate edged up 
to 4% in May-24 but remains relatively low. Strong job creation over the past couple of years has been accompanied 
by an increase in the labor supply, reflecting higher labor participation and continued strong immigration. Overall, a 
broad set of indicators suggests that labor market conditions have returned to about where they stood on before the 
COVID-19 pandemic, remaining relatively tight but not overheated. The median unemployment rate projection is 
4.0% at the end of this year, 4.2% at the end of next year, and 4.1% at the end of 2026 (vs. 4.0%, 4.1%, and 4.0%, 
respectively). 

• Inflation has eased notably over the past two years but remains above the longer-run goal of 2%. Total Personal 
Consumption Expenditures (PCE) prices rose 2.7%yoy in Apr-24; excluding the volatile food and energy categories, 
core PCE prices rose 2.8%yoy. The Consumer Price Index (CPI), which tends to run higher than the PCE price 
index, eased to 3.3%yoy in May-24, and the core CPI decreased to 3.4%yoy. While the inflation data received earlier 
this year were higher than expected, more recent monthly readings have eased somewhat. The median projection 
for total PCE inflation is 2.6% this year, 2.3% next year, and 2.0% in 2026 (vs. 2.4%, 2.2%, and 2.0%, respectively). 
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Market Implication 

 
Market implication: The market viewed the Fed as relatively hawkish, which lessened the impact of US CPI data on 
the US Dollar Index. 

• Ahead of the Jun-24 FOMC meeting, global currencies had already strengthened against the US Dollar in response 

to the sentiment surrounding the US CPI release. May-24 saw a greater-than-expected easing in US inflation, both 
in headline and core figures, leading to increased expectation about 50bps rate cuts. This sparked a global risk-on 
sentiment and contributed to the depreciation of the US Dollar, with the US Dollar Index falling to approximately 
104.2 – 104.3. 

• However, following the release of the US FOMC minutes, investors perceived the Fed's current stance as relatively 
more hawkish than initially anticipated. Despite this, there was no significant shift in investor expectations regarding 
the rate cut trajectory for 2024. Nonetheless, the minutes tempered the downward trend of the US Dollar during the 
US session. By session close, the US Dollar Index had declined by 0.56% to 104.65. Concurrently, US Treasury 
(UST) benchmark yields initially decreased at the session's outset but began to rise post-FOMC meeting. 

• Meanwhile, the stock market exhibited a mixed trend following the US inflation and FOMC announcements. The 
S&P 500 and NASDAQ rose by 0.85% and 1.53% respectively, driven by gains in technology stocks due to lowered 
expectations of policy rate for the year. In contrast, the Dow Jones closed marginally lower by 0.09%. Among the 
indices, the Dow Jones was notably more affected by the Fed's more hawkish stance. 

 
 
Our PIERspective: 

• Considering the recent loosening of the US labor market, we anticipate that demand-side pressures in the US will 
begin to ease in the coming months. However, there remain inflationary risks for 2H24. One key concern is the 
potential upward pressure on commodity prices, which could be amplified by a weaker US Dollar, thereby 
increasing energy costs in the US. Uncertainty regarding geopolitical tensions in the Middle East further compound 
this inflationary risk. Another risk stems from the upcoming US election period, with worries that the Federal 
Government might maintain an expansive fiscal policy until the conclusion of the election cycle. This could sustain 
relatively high levels of inflation in the US for a period of time. Our expectation remains that the Fed will only 
marginally reduce the FFR by 25bps in Dec-24, bringing it to a range of 5.00% – 5.25%. 

• Current US economic data and the Fed's updated projections align with our outlook, particularly regarding the 
anticipated 25bps FFR cut in 2024. As we project a further easing of US inflation in 2H24, we anticipate improved 
sentiment that will attract capital inflows into Indonesia's financial markets. Foreign investors are likely to gradually 
enter the market through government bonds and SRBI, thereby lowering overall yield trends in Indonesia. 

• With expectations of FFR cut in Dec-24, we believe that the window for a BI-rate cut will shift to early 2025. We see 
that Bank Indonesia (BI) will continue aiming to maintain stability by keeping positive spreads of Indonesia's 
domestic financial instrument, therefore only starting to cut the rate after the Fed cuts FFR first. We maintain our 
forecast that BI will hold the BI-rate steady at 6.25% through the end of 2024. Furthermore, we project the Rupiah 
exchange rate to range between Rp15,900 – 16,300 per USD by the end of 2024, with 10-year IDR bond yields 
hovering around 6.90% – 7.20%. 
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The Fed’s Jun-24 Projection 
 

 
Source: Federal Reserve 

 
Fed Funds Rate (FFR) Dot Plot in Jun-24 FOMC  

 
Source: Federal Reserve 
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Global Central Banks’ Policy Rate Trend (%) 

 
Source: Bloomberg & PIER 
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Probability of FFR Path 
 

3 2 5 - 3 5 0 3 5 0 - 3 7 5 3 7 5 - 4 0 0 4 0 0 - 4 2 5 4 2 5 - 4 5 0 4 5 0 - 4 7 5 4 7 5 - 5 0 0 5 0 0 - 5 2 5 5 2 5 - 5 5 0

Jul-24 0.00% 0.00% 0.00% 0.00% 8.30% 91.70%

Sep-24 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 4.80% 56.70% 38.50%

Nov-24 0.00% 0.00% 0.00% 0.00% 0.00% 1.60% 22.40% 50.50% 25.40%

Dec-24 0.00% 0.00% 0.00% 0.00% 1.20% 16.80% 42.90% 32.20% 6.80%

Jan-25 0.00% 0.00% 0.00% 0.60% 9.20% 30.10% 37.50% 19.30% 3.40%

Mar-25 0.00% 0.00% 0.40% 5.90% 22.30% 34.70% 26.10% 9.30% 1.30%

Apr-25 0.00% 0.20% 2.90% 13.40% 27.90% 30.80% 18.50% 5.70% 0.70%

Jun-25 0.10% 1.80% 9.20% 22.20% 29.70% 23.40% 10.70% 2.70% 0.30%

Jul-25 0.80% 4.80% 14.50% 25.20% 27.10% 18.20% 7.50% 1.70% 0.20%

CME FEDWATCH TOOL -  CONDITIONAL MEETING PROBABILITIES
MEETING 

DATE

 
 

Source: CME Fed Watch Tools 
 

Disinflation Progress in the US Continued 
 

 
Source: Bloomberg & PIER 
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Unemployment Rate Returned to Pre-Pandemic Level 
 

 
Source: Bloomberg & PIER 

 

 
Dollar Index was Traded Sideways in 2Q24 
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