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▪ US Treasury Secretary Scott Bessent is hitting the 

airwaves on the weekend, reassuring the anxious 

market that the US government has not been and 

will never default on its debt. Sadly, a televised 

assurance does little to calm investors’ nerves. 

Concerns over the size of the US federal debt are 

gaining traction as President Trump’s “big 

beautiful” budget bill is passed onto the Senate 

for a vote, potentially adding USD 3 Tn of new 

federal debt over the next decade should the bill 

come to a pass.  

▪ Meanwhile, the budget review process, 

spearheaded by the so-called Department of 

Government Efficiency (DOGE), has now stalled 

in a quagmire. Recent developments in the US 

underscore the nigh-impossible task of balancing 

the budget by cutting public spending, especially 

within the current political economy context 

shaped by a populist electocracy. 

▪ The mounting US debt concern did not help to 

turn the tide on the US treasury market. US 

treasury yields have not broken their ascending 

trend since early May 2025 (10Y UST yield is up 

23.41 bps since 1 May 2025), with the yield rising 

even more as the duration lengthened. The 

result, then, is a growing disconnection between 

UST yields and the USD, as fiscal concerns and 

policy uncertainty have led investors to demand 

higher returns to hold US debt securities. 

▪ While the UST market has increasingly exhibited 

characteristics typical of emerging market assets, 

Indonesia’s sovereign bond market has 

demonstrated remarkable resilience in recent 

periods. While Bank Indonesia cut its policy rate 

by another 25 bps a couple of weeks ago, the 

benchmark 10Y SBN yield has remained largely 

stable, hovering around 6.8% and up by only 1.7 

bps since the rate cut. Some of this stability can 

be attributed to the demand from foreign 

investors, as reflected in the moderate inflows 

reported by BI.
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Summary 

▪ Improving foreign demand along with stable demand from domestic 

investors help to keep the Indonesian corporate bond yield stable 

despite the higher issuance in Q1-2025. 

▪ The stable domestic interest rate environment along with the high 

financing needed to support the government’s growth agenda seems 

to explain the higher corporate bond issuance. 

▪ Higher demand from retail and corporate investors may help to keep 

Rupiah-denominated bond yields stable amidst insurance and 

pension funds’ rotation to the stock market. 

▪  
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Back again after a hiatus

▪ Foreign investors’ interest in Indonesian debt 

securities stretches beyond the sovereign bond 

market. Returning foreign demand in the BI-

issued debt securities (SRBI) market is one thing, 

but foreign inflows into the corporate bond 

market may have been a better, albeit less 

talked-about, development (see Chart 1). 

Foreign demand for Indonesian corporate 

bonds has been scarce since late 2021 before 

foreign investors returned with net purchases 

amounting to USD 0.13 Bn in Q1-2025. 

▪ Interestingly, foreign investors’ renewed appe-

tite for Indonesian corporate bonds coincides 

with a notable increase in bond issuance 

throughhout Q1-2025. The recent uptick in 

corporate bond issuance 

has been driven by firms in 

sectors such as agriculture 

(mostly CPO plantations), 

consumer finance, and 

various capital-intensive 

industries. 

▪ This corporate bond issu-

ance pattern resembles the investment trend 

observed over the past few quarters. The need 

to support the government’s mineral down-

streaming efforts has led capital-intensive 

industries such as mining to continue spending 

big on CAPEX in recent years, which continue to 

fuel their financing needs as commodity prices 

have weakened since 2024. An analogous 

condition could also be observed in the CPO 

sector, as several producers remain actively 

engaged in replanting efforts amidst the 

declining CPO prices. 

▪ The question, then, is why these capital-hungry 

sectors did not turn to banks to meet their 

financing needs. However, it is important to 

dispel that notion, as demand for bank loans 

from these sectors remains strong. Indeed, bank 

lending to sectors such as manufacturing (which 

includes CPO producers and smelters) and 

mining has remained relatively stable, growing 

by around 12.79% YoY per March 2025, 

outpacing the 7.03% YoY growth in lending to 

other sectors. The recent uptick in corporate 

bond issuance may therefore reflect a strategic 

move by corporations to capitalise on the 

currently stable yield environment (see Chart 2-

3), rather than posing a threat to the demand for 

bank loans. 

▪ Corporate bond issuance may continue to move 

northwards in the upcoming 

periods. The government is 

doubling down on the down-

streaming agenda to fulfil its 

industrial ambitions – a move 

that may further widen the 

financing gap for businesses in 

mining and related sectors, 

which are expected to mobilise substantial 

capital to support this industrialisation drive 

amid the ongoing downturn in commodity prices. 

BI’s dovish bias may also contribute to 

maintaining interest rate stability, potentially 

encouraging more firms to tap the capital mar-

ket to meet their financing needs. Furthermore, 

the central bank’s recent decision to raise the cap 

on foreign borrowing to 35% may incentivise 

domestic banks to issue bonds in foreign 

markets, potentially attracting more inflows 

from foreign investors.

 
 
 

“The stable yield 

environment may encourage 

more corporations to look 

at the bond market to plug 

its financing gap“ 
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Holding the fort once insurance leaves

▪ While foreign demand for Indonesian corporate 

bonds may continue to increase in the coming 

months, we should note that foreign investors’ 

presence in the market for Rupiah-deno-

minated bonds remains limited. Indeed, the 

market remains domestic-driven, with local 

investors holding over 98% of Rupiah-

denominated corporate bonds. Therefore, the 

overall market stability, despite increased 

issuance, should be primarily attributed to 

steady demand from domestic investors. It is to 

local investors, then, that we have to shift the 

focus of this discussion. 

▪ As anticipated, domestic insurance companies 

and pension funds constitute the largest holders 

of Rupiah-denominated corporate bonds, 

collectively accounting for 35.6% of the market’s 

total value as of April 2025, albeit down from its 

39.4% peak in September 2023. Given reports of 

increased activity by domestic insurance 

companies and pension funds in the stock 

market, their holdings of Rupiah-denominated 

corporate bonds may continue to decline in the 

coming months.  

▪ However, it may be premature to price in any 

potentially detrimental impact of this shift on 

Rupiah-denominated corporate bond yields. As 

with the theme in the SBN market, the Rupiah-

denominated corporate bond market enjoys a 

higher demand from local individual and 

corporate investors (see Chart 4), whose 

demand for paper assets remain elevated amidst 

the uncertain real sector outlook. 

▪ This reading strengthens our theory on the 

robust liquidity pipeline heading to sectors 

crucial to the government’s fiscal priorities and 

growth agenda. Higher demand for paper 

investments from both retail and corporate 

investors has empowered the domestic capital 

market to support the substantial funding needs 

of downstream-related sectors. At the same 

time, subdued loan demand from other sectors 

has prompted banks to allocate a greater share 

of their lending toward sectors such as mining. 

Sustaining the financing necessary to support 

investments in these sectors is essential to 

bolster Indonesia’s efforts to elevate its 

industrial capabilities. However, equal attention 

must also be directed toward labour-intensive 

consumer goods sectors to safeguard the 

domestic market against the risks of supply 

dumping. 
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“Similar to SBNs, higher 

demand from retail investors 

may keep the corporate bond 

market stable despite the 

higher issuance“ 
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Chart 1 

Stronger together 
Recovering demand for Indonesia’s private corporate bonds help to minimise the financial account 
deficit in Q1-2025. 
 

Chart 3 

Chart 2 

Back to the market 
Higher rates held corporate bond issuance lower in 2024, but the trend seems to be reversing as 
interest rates prove to be stable in 2025. 
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Player substitution 
Higher saving rates in the household and corporate sector plays a sizable role in driving the 
demand for corporate bonds, while its traditional buyers are rotating to the SBN market 
 

Chart 4 

Steady as it goes 
Corporate bond issuance may continue to increase as the widening yield spread is driven by the 
lower SBN yield while yields on IDR-denominated corporate bonds remain stable. 
 

Chart 3 
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Economic Calendar 

 Actual Previous Forecast* 

02 June 2025 

ID S&P Global Manufacturing PMI 47.7 46.7 48.3 

ID Trade balance (Apr-25), USD Bn 0.15 4.33 3.1 

ID Inflation Rate YoY, % 1.6 1.95 1.9 

US S&P Global Manufacturing PMI 52 50.2 52.3 

05 June 2025 

US Balance of Trade, USD Bn  -140.5 -66.6 

06 June 2025 

ID Foreign Exchange Reserves, USD Bn  152.5 - 

EA Retail Sales YoY, %  1.5 1.1 

US Non Farm Payrolls, th  177 130.0 

09 June 2025 

CN Inflation Rate YoY, %  -0.1 -0.2 

CN Balance of Trade, USD Bn  96.18 70.0 

11 June 2025 

ID Consumer Confidence  121.7 122.2 

US Inflation Rate YoY, %  2.3 2.6 

ID Car Sales YoY, %  5.0 - 

12 June 2025 

ID Retail Sales YoY, %  5.5 2.1 

ID Motorbike Sales YoY, %  3 - 

16 June 2025 

CN Retail Sales YoY, %  5.1 4.7 

ID Balance of Trade (May-25), USD Bn  0.15 - 

17 June 2025 

US Retail Sales YoY, %  5.2 - 

18 June 2025 

ID Interest Rate Decision, %  5.5 5.75 

19 June 2025 

US Fed Interest Rate Decision, %  - - 

20 June 2025 

ID M2 Money Supply YoY, %  5.2 - 

ID Loan Growth YoY, %  8.88 8.8 

27 June 2025 

US PCE Price Indeks YoY, %  2.1 - 
 
*Forecasts of some indicators are simply based on market consensus 
Bold indicates indicators covered by the BCA Monthly Economic Briefing report 
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Selected Macroeconomic Indicator 

 
 

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

 
 

Key Policy Rates Rate (%)
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Change

Real Rate 

(%)

Trade & 

Commodities
2-Jun -1 mth

Chg 

(%)

US 4.50 Dec-24 2.20 Baltic Dry Index 1,422.0 1,421.0 0.1 

UK 4.25 May-25 0.75 S&P GSCI Index 534.6 520.2 2.8 

EU 2.40 Apr-25 0.20 Oil (Brent, $/brl) 64.6 61.3 5.4 

Japan 0.00 Jan-25 -3.10 Coal ($/MT) 105.4 102.4 2.9 

China (lending) 2.00 Sep-24 4.45 Gas ($/MMBtu) 1.64 1.73 -5.2

Korea 2.50 May-25 0.40 Gold ($/oz.) 1.6 1.7 -5.2

India 6.00 Apr-25 2.84 Copper ($/MT) 1.6 1.7 -5.2

Indonesia 5.50 May-25 3.90 Nickel ($/MT) 15,334.0 15,287.0 0.3 

CPO ($/MT) 905.9 932.2 -2.8

Rubber ($/kg) 1.64 1.73 -5.2

SPN (1Y) 6.01 6.02 -0.4

SUN (10Y) 6.85 6.86 -0.9

INDONIA (O/N, Rp) 5.76 5.80 -4.0 Export ($ bn) 20.74 23.25 -10.77

JIBOR 1M (Rp) 6.15 6.38 -23.1 Import ($ bn) 20.59 18.92 8.80 

Trade bal. ($ bn) 0.16 4.33 -96.33

Lending (WC) 8.67 8.62 5.00 

Deposit 1M 5.02 4.87 15.00 

Savings 0.68 0.68 0.00 

Currency/USD 2-Jun -1 mth Chg (%)
Consumer confidence 

index (CCI)
121.7 121.1 126.4 

UK Pound 0.738 0.753 2.05 

Euro 0.874 0.885 1.27 

Japanese Yen 142.7 145.0 1.58 

Chinese RMB 7.199 7.271 1.01 

Indonesia Rupiah 16,248 16,435 1.15 

Capital Mkt 2-Jun -1 mth Chg (%)

JCI 7,065.1 6,815.7 3.66 USA 52.0 50.2 180 

DJIA 42,305.5 41,317.4 2.39 Eurozone 49.4 49.0 40 

FTSE 8,774.3 8,596.4 2.07 Japan 49.4 48.7 70 

Nikkei 225 37,470.7 36,830.7 1.74 China 48.3 50.4 -210

Hang Seng 23,158.0 22,504.7 2.90 Korea 47.7 47.5 20 

Indonesia 47.4 46.7 70 

Stock 3,244.2 3,144.7 99.51 

Govt. Bond 899.7 995.6 -95.98

Corp. Bond 5.1 5.2 -0.05

5.0 -5.1 2.2 

Chg 

(%)

Mar FebApr

152.5 157.1 -2.94

Foreign portfolio 

ownership (Rp Tn)
Apr Mar

Chg         

(Rp Tn)

External Sector

Prompt Indicators

Car sales (%YoY) 

Manufacturing PMI

Motorcycle sales 

(%YoY)

Central bank reserves 

($ bn)*

Chg 

(bps)
AprMay

Money Mkt Rates 2-Jun -1 mth
Chg 

(bps)

Bank Rates (Rp) Feb Jan
Chg 

(bps)

-3.0 -7.2 4.0 
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Indonesia – Economic Indicators Projection 

 2019 2020 2021 2022 2023 2024 2025E 

Real GDP growth (% YoY) 5.0 -2.1 3.7 5.3 5.0 5.0 4.8 

Nominal GDP growth (% YoY) 6.7 -2.5 9.9 15.4 6.7 6.0 5.7 

GDP per capita (USD) 4175 3912 4350 4784 4920 4960 4996 

CPI inflation (% YoY) 2.7 1.7 1.9 5.5 2.6 1.6 2.1 

BI Rate (%) 5.00 3.75 3.50 5.50 6.00 6.00 5.50 

SBN 10Y yield (%) 7.04 5.86 6.36 6.92 6.45 6.97 7.68 

USD/IDR exchange rate (end of year) 13,866 14,050 14,262 15,568 15,397 16,102 16,943 

Trade balance (USD Bn) -3.2 21.7 35.3 54.5 37.0 31.0 26.0 

Current account balance (% of GDP) -2.7 -0.4 0.3 1.0 -0.1 -0.6 -1.0 

Notes:  

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