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¢ Bank Indonesia kept its BI rate stable at 4.75%, running
against most analysts’ expectations, but remains in line with our
expectation. BI's recent decision reflects a cautious attitude amidst
increasing global uncertainty, as trade tensions between the US and
China are flaring up again, while the US federal government is in a
shutdown.

e The policy decision may also reflect BI's intention in allowing its
policy mix to further percolate through the economy. After all, the
monetary-fiscal coordination in lowering interest rates by
improving liquidity conditions within the banking system
appears to be working (see figures 2 & 3), as highlighted by the
11.81% YoY deposits growth (up from 8.51% YoY in Aug-2025).

e BI's recent decision does not signal a breakdown in monetary-fiscal
policy coordination. Keeping the BI Rate at its current level may
restore Indonesia’s policy rate differential, especially as the Fed is
expected to cut rates later this month. A healthy rate differential
could shield the Rupiah from further depreciation, thereby
reducing risks to the government’'s fiscal balance as it

intensifies ad-hoc spending measures to bolster consumption.

e While exchange rate stability is back to the official communique,
BI's focus remains squarely on loan growth. After all, BI continue
to grapple with stagnant loan growth (7.70% YoY in Sep-2025, 7.56%
YoY previously), as business sentiment on the economy has yet to
improve. Consequently, BI expects loan growth to settle at the lower
end of its 8-11% target by year-end, though further ascent is
anticipated next year.

e BI is set to deploy another tool in its monetary policy arsenal to
address this challenge. The central bank will raise the loan growth
tiering for KLM incentives by ~200 bps, thereby compelling banks to
accelerate lending to remain eligible for the up-to-5% RRR discount.
BI is also offering an extra 0.5% RRR discount for banks that
successfully lower their rates relative to the BI rate — a measure aimed

at strengthening policy transmission.

¢ A stronger policy transmission reduces the urgency for BI to issue a stronger rate-cut signal,
allowing the central bank to implement easing measures more tactically. Nevertheless, the case

for lower rates remains strong, given the need to safeguard the ongoing fiscal-driven growth narrative.

Accordingly, another rate cut is expected in 2025, with the easing cycle likely to extend in 2026,

conditional on the Fed’s policy stance.
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n Improving real sector indicators point our model to a no-cut scenario
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! Government interventions lead to a sizable improvement in banks’ liquidity

Banks' Rupiah placement at BI:
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H Yield curve moves lower as the liquidity condition improves
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n Loan growth is not picking up despite spiking deposit growth
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H A healthy real rate differential may help to stabilise the Rupiah

Real interest rates (10Y Sovereign bond yield - CPI
inflation, %), per country:
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ﬂ Banks need to accelerate their loan growth faster to qualify for the new KLM incentives

Loan growth tier (upper tier)

Covered sectors

RRR incentives (upper tier, bps)

Old

Agriculture, Manufacture,

50
and Down-streaming %
Services, Tourism, and 59%

Creative industries ?
Construction, Real Estate,
. 5%
and Housing
MSMEs, Green and NA*

Inclusive industries

RRR incentives

Lending rates on new credits,

New Old New
>7% 150 150
>12% 30 60
110 (housing,
o)
>7% else 30) 140
>4% 100 150

elasticity to Bl rate (bps)
<0.3 0
0.3-0.6 40
>0.6 50

*KLM incentives previously
tied to the 30% inclusive
macroprudential financing
ratio (RPIM)

Source: Bank Indonesia



Selected Macroeconomic Indicators

. Last Real Rate Trade & Chg
[+) = =
Key Policy Rates Rate (%) Change (%) Commodities 21-Oct 1 mth (%)
us 4.25 Sep-25 1.35 Baltic Dry Index 2,094.0 2,203.0 -4.9
UK 4.00 Aug-25 0.20 S&P GSCI Index 541.9 545.9 -0.7
EU 2.15 Jun-25 -0.05 Oil (Brent, $/brl) 61.3 66.7 -8.0
Japan 0.50 Jan-25 -2.20 Coal ($/MT) 114.4 115.7 -1.1
China (lending) 2.00 Sep-24 4.65 Gas ($/MMBtu) 3.27 2.89 13.1
Korea 2.50 May-25 0.40 Gold ($/0z.) 4,125.2 3,685.3 11.9
India 5.50 Jun-25 3.96 Copper ($/MT) 10,593.3 | 9,924.1 6.7
Indonesia 4.75 Sep-25 2.10 Nickel ($/MT) 14,968.7 | 15,091.6 -0.8
Ch CPO MT 1,054.9 1,040.7 1.4
Money Mkt Rates 21-Oct -1 mth 9 D
(bps) |Rubber ($/kg) 1.76 1.73 1.7
SPN (1Y 4.69 4.98 -28.9 Ch
i External Sector Aug Jul - e
SUN (10Y) 5.94 6.29 -34.6 (%)
INDONIA (O/N, Rp) 3.99 4.13 -13.7  |Export ($ bn) 24.96 24.75 0.87
JIBOR 1M (Rp) 5.13 5.20 -7.4 Import ($ bn) 19.48 20.58 -5.35
h Trade bal. bn 5.49 4.17 31.50
Bank Rates (Rp) Jun May Chg (.bn)
B Central bank
. en ra* ank reserves 150.7 152.0 -0.84
Lending (WC) 8.62 8.64 -1.78 |($ bn)
Deposit 1M 4.89 4.86 2.28 .
: Prompt Indicators Sep Aug Jul
Savings 0.71 0.70 0.82
Consumer confidence
- - 0,
Currency/USD 21-Oct 1 mth | Chg (%) index (CCI) 115.0 117.2 118.1
UK Pound 0.748 0.742 -0.75
Car sales (%YoY) -15.1 -19.0 -18.4
Euro 0.862 0.851 -1.24
Japanese Yen 151.9 148.0 -2.62 Motorcycle sales
; i 7.3 0.7 -0.5
Chinese RMB 7.125 7.118 -0.09 [(%YoY)
Indonesia Rupiah 16,590 16,588 -0.01 ch
- g
Manufacturing PMI Se Au
Capital Mkt 21-Oct | -1 mth | Chg (%) & . 9 | (bps)
JCI 8,238.1 8,051.1 2.32 USA 52.0 53.0 -100
DJIA 46,924.7 | 46,315.3 1.32 Eurozone 49.8 50.7 -90
FTSE 9,427.0 9,216.7 2.28 |Japan 48.5 49.7 -120
Nikkei 225 49,316.1 | 45,045.8 9.48 China 51.2 50.5 70
Hang Seng 26,027.6 | 26,545.1 SIS Korea 50.7 48.3 240
Foreign portfolio Ch Indonesia 50.4 51.5 -110
9 'p Sep Aug 9
ownership (Rp Tn) (Rp Tn)
Stock 3,846.5 3,760.3 86.20
Govt. Bond 912.8 1,213.4 -300.66
Corp. Bond 4.1 4.5 -0.40

Source: Bloomberg, B, BPS
Notes:
*Data from earlier period

**For changes in currency: Black indicates appreciation against USD, Red otherwise

***Eor PMI, >50 indicates economic expansion, <50 otherwise
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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 5.0
Nominal GDP growth (% YoY) 6.7 -2.5 9.9 15.4 6.7 6.0 7.2
GDP per capita (USD) 4175 3912 4350 4784 4920 4960 5100
CPl inflation (% YoY) 2.7 1.7 1.9 5.5 2.6 1.6 2.8
Bl Rate (%) 5.00 3.75 3.50 5.50 6.00 6.00 4.50
SBN 10Y yield (%) 7.04 5.86 6.36 6.92 6.45 6.97 6.32
USD/IDR exchange rate (average) 14,141 14,529 14,297 14,874 15,248 15,841 16,461
USD/IDR exchange rate (end of year) 13,866 14,050 14,262 15,568 15,397 16,102 16,625
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 -0.75

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

This report is for information only, and is not infended as an offer or solicitation with respect to the purchase or sale of a security. We deem
that the information contained in this report has been taken from sources which we deem reliable. However, we do not guarantee their
accuracy, and any such information may be incomplete or condensed. None of PT. Bank Central Asia Tbk, and/or its affiiated companies
and/or their respective employees and/or agents makes any representatfion or warranty (express orimplied) or accepts any resp onsibility or
liability as to, orin relation to, the accuracy or completeness of the information and opinions contained in this report or as to any information
contained in this report or any other such information or opinions remaining unchanged after the issue thereof. The Company, or any of its
related companies or any individuals connected with the group accepts no liability for any direct, special, indirect, consequential, incidental
damages or any other loss or damages of any kind arising from any use of the information herein (including any error, omission or
misstatement herein, negligent or otherwise) or further communication thereof, even if the Company or any other person has been advised
of the possibility thereof. Opinion expressed is the analysts’ current personal views as of the date appearing on this material only, and subject
to change without notice. It is intfended for the use by recipient only and may not be reproduced or copied/photocopied or duplicated or
made available in any form, by any means, or redist fed to others without written permission of PT Bank Central Asia Tbk.

All opinions and estimates included in this report are based on certain assumptions. Actual results may differ materially. In considering any
investments you should make your own independent assessment and seek your own professional financial and legal advice. For further
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