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 Bank Indonesia’s FX reserves stood at USD 138.1 Bn in Nov-23, registering a sharp increase 

of USD 5.0 Bn. And so, like the torrential rain erasing the El Nino drought in the previous 

months, so did the rush of capital inflows reversed the decline of reserves since June. 

 These inflows, of course, were driven by a sharp reversal in the market’s expectations of the 

Fed rate trajectory. A total of USD 1.47 Bn went into our equities and the secondary bond 

market, cancelling out the losses in October (-1.31 Bn).  

 An even bigger source of inflows, however, was the primary issuance of sovereign USD bonds, 

to the tune of 2.0 Bn, plus another 0.47 Bn of corporate bonds. The timing of these issuances 

is immaculate, given the stark reversal of market sentiment in November. In addition, there 

is also a sizable withdrawal of government external debt.  

 Last but not least, we also saw minor inflows into BI’s FX instruments that can be traded by 

non-banks. SVBI/SUVBI collected USD 0.39 Bn in just two auctions, but the term deposit 

linked to export receipts (TD-DHE) only saw a modest gain at 0.18 Bn.  

 This may seem to reflect a decline in DHE compliance, but it is equally likely that the gaggle 

of instruments issued by BI simply compete with each other for a finite amount of liquidity – 

as we foresaw last month. Indeed, on Nov 30th, SVBI offered slightly higher yields than TD-

DHE (respectively, 5.62% and 5.28% for 1M).  

 But just as recent rains have not erased the threat of food inflation, the changing market 

conditions are in no way a sign that BI can let down its guard and make early cut(s) next 

year. This is despite a further “bad news”-driven rally recently, inspired by weaker job data 

and Jerome Powell’s comments.  

 In between the two rallies (early Nov and early Dec), we saw a sharp increase in bid-ask 

spreads on IDR bonds, indicating that the bond market remains fundamentally under 

pressure. While the government has announced a decrease in net issuance next year, the size 
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of gross issuance remains a concern given the amount of bonds that will mature during Q1-

24 (USD 2.15 Bn and IDR 186.37 Tn)  

 The market may also be over-optimistic that the Fed could pivot early (Mar-24). This 

probability may indeed rise given the continued oil price decline, but we are by no means 

certain that the Fed will cut early unless confronted with a severe recession or a sudden 

“break” in the market. 
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Chart 1. FX liquidity quickly increased after November’s FOMC Meeting, with SVBI/SUVBI 
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Selected Macroeconomic Indicators 

 
 

Source: Bloomberg, BI, BPS 
Notes: 
^Data for January 2022 
*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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Indonesia – Economic Indicators Projection 

*Estimated number 

** Estimation of Rupiah’s fundamental exchange rate 
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