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▪ Bank Indonesia increased its policy rate by 25 bps to 5.50%, 

ahead of the regular policy meeting scheduled for next week. The 

surprise move appears to have been well received by the market, with 

the USD/IDR exchange rate strengthening by as much as 113.5 points 

from its opening level to IDR 18,045/USD after the news broke, while 

the equity market also rallied. 

▪ BI is not sugarcoating the rationale behind the unscheduled rate 

hike. The official communiqué reveals the central bank’s view on 

inflation (see Chart 4), judging it to be significant enough to warrant 

such a pre-emptive move. BI also acknowledged that stronger 

domestic demand for FX, driven by the worsening external 

balance, together with continued capital outflows, had caused 

the Rupiah to weaken more than expected, prompting the central 

bank to show greater tolerance for higher yields to attract investors 

(see Chart 3). 

▪ Nevertheless, the central bank is not abandoning the fiscal-

monetary coordination for higher growth, which has now 

officially become part of its mandate. Despite ceasing its operation in 

the SBN market, BI has announced an expansion to its repo facility, 

providing the liquidity needed for banks to maintain their activity in 

the SBN market (see Chart 2).  

▪ BI will also start offering higher remuneration on the government’s 

cash reserves, providing the government with additional revenue that 

may help offset the higher interest burden. As a result, the 

government may continue to face limited urgency to deliver on 

its frequently touted budget-saving campaign, thereby prolong-

ing the dynamic that has thus far driven some investors towards the 

exit.  

▪ Finally, while the unscheduled rate hike has been largely positive, 

more things need to be done for the Rupiah to turn the corner. 

For instance, triple deficits (CA, fiscal, S-I gap) continue to weaken Rupiah’s fundamental, meaning 

that investors may demand higher yields to compensate against the risk. More rate hikes may be on 

the horizon, although it remains to be seen how this outlook will hold amid the weakening growth 

momentum. 
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2 InDONIA may remain stable as BI seeks to inject liquidity via the strengthened repo facility 

1 BI has shown bias towards exchange rate stability in the past two meetings 
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3 BI signals greater tolerance for higher yields, aimed at attracting capital inflows 

4 BI may need to keep its policy rate high as inflation risks may gnaw on the real interest rate 
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Selected Macroeconomic Indicators 

     
Source: Bloomberg, BI, BPS 
Notes: 
*Data from earlier period 
**For changes in currency: Black indicates appreciation against USD, Red otherwise 
***For PMI, >50 indicates economic expansion, <50 otherwise 
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Trade & 
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Chg 

(%)

US 3.75 Dec-25 -0.05 Baltic Dry Index 2,916.0 2,978.0 -2.1

UK 3.75 Dec-25 0.95 S&P GSCI Index 695.4 732.2 -5.0

EU 2.15 Jun-25 -1.05 Oil (Brent, $/brl) 94.3 101.3 -7.0

Japan 0.75 Dec-25 -0.65 Coal ($/MT) 151.3 134.5 12.5 
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Hang Seng 24,657.1 26,393.7 -6.58 Korea 54.8 53.6 120 
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Indonesia – Economic Indicators Projection 

 2020 2021 2022 2023 2024 2025 2026E 

Real GDP growth (% YoY) -2.1 3.7 5.3 5.0 5.0 5.1 5.1 

Nominal GDP growth (% YoY) -2.5 9.9 15.4 6.7 6.0 7.6 8.0 

GDP per capita (USD) 3912 4350 4784 4920 4960 5083 5457 

CPI inflation (% YoY) 1.7 1.9 5.5 2.6 1.6 2.9 3.3 

BI Rate (%) 3.75 3.50 5.50 6.00 6.00 4.75 6.25 

SBN 10Y yield (%) 5.86 6.36 6.92 6.45 6.97 6.05 7.26 

USD/IDR exchange rate (average) 14,529 14,297 14,874 15,248 15,841 16,468 17,600 

USD/IDR exchange rate (end of year) 14,050 14,262 15,568 15,397 16,102 16,690 18,171 

Trade balance (USD Bn) 21.7 35.3 54.5 37.0 31.0 41.1 19.2 

Current account balance (% of GDP) -0.4 0.3 1.0 -0.1 -0.6 -0.1 -1.3 
 

Notes:  

• USD/IDR exchange rate projections are for fundamental values; market values may diverge significantly at any moment in time 
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