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 Indonesia’s FX reserves stood at USD 146.4 Bn at the end of Dec-23, an extraordinary 

increase of USD 8.3 Bn compared to the previous month. This marks the second consecutive 

month of growth following the shift in market sentiment regarding the Fed policy. It is also 

worth noting that FX reserves tend to increase in the December of every year over the past 

decade, except for 2021.  

 The increase, of course, is partly attributed to the continuation of foreign capital inflows into 

the domestic stock and secondary bond market, totaling USD 1.00 billion, slightly below the 

Nov-23 figure of USD 1.47 billion. Additionally, there was a significant influx which originated 

from the withdrawal of the government’s external loans, which amounted to a hefty ~USD 4 

Bn. 

 Additional inflows in Dec-23 were facilitated through year-end tax reconciliation and auctions 

of BI’s foreign exchange instruments (albeit very minor). SUVBI and term deposits linked to 

export receipts (TD-DHE) collected USD 0.04 billion and USD 0.12 billion, respectively, but 

with a net decline in SVBI of approximately USD 0.13 billion. 

 The recent market rally can be attributed to year-end optimism regarding Fed rate cuts in 

2024. To this, we could add another ingredient into the mix in January: an emerging belief 

that commodity price could resurge following recent geopolitical tensions (Houthi attacks on 

shipping) and a potential turnaround in China. 

 Both expectations, of course, benefit of Indonesia. A Fed pivot, on one hand, generally fosters 

more risk-on sentiment, while higher commodity prices could enhance Indonesian exports. 

There is, however, no guarantee that this “best of both worlds” scenario would materialize, 

since the Fed may not sit idly by and stay on an easing path if inflation returns. 

 Nevertheless, the robust FX reserves position at the end of 2023 would help Indonesia 

weather uncertainty with regard to food inflation, elections, and Fed policy timeline in H1-24. 

Executive Summary 

 Indonesia’s FX reserves experienced a sharp increase of USD 8.3 Bn to USD 146.4 Bn, largely 

due to capital inflows, withdrawal of external loans, and tax revenue.   

 Recent market rally is attributed to year-end optimism regarding Fed rate cuts. There has 

been an emerging belief that commodity price could resurge due to geopolitical tensions and 

potential rebound in China. Both expectations benefit Indonesia, but it is unlikely that this 

“best of both worlds” scenario would materialize.  

 Robust FX reserves would help Indonesia weather the uncertainty in H1-24, but the extra 

cushion does not necessarily give BI room to cut rates early in the year. 
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This extra cushion, however, does not necessarily give BI room to cut rates early in the year, 

and consequently we maintain an outlook of limited rate cuts and flat/slightly depreciating 

Rupiah in 2024. 
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Panel 1. FX reserves increased amid strengthening IDR and EM currencies 
 

Panel 2. There was also a minor inflow into BI’s SUVBI and FX term deposit instruments 

 

Source: BI 

Source: Bloomberg 
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Panel 4. Demand for FX has continued to slow down in recent months 

 

Source: BI, Bloomberg 

Panel 3. Expectations of Fed rate cut drive inflows into domestic stock and bond market 

Source: Bloomberg 
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Panel 5. A slight uptick in FX reserve coverage due to recent inflows 

Source: BI, Bloomberg 

Panel 6. IDR/USD has been much less dependent on ID-US real rate differentials 

Source: Bloomberg 
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Panel 7. The bond market is increasingly under pressure as the bid-ask spread widen 

Source: Bloomberg 
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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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