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to another U.S. government shutdown, weakening the short-term
outlook for the U.S. economy.

= The weakening outlook has fuelled expectations of further Fed rate

cuts, sending the Rupiah and several other currencies into a relief

rally.

From the “liberation day” tariffs
announcement to the passage of the One Big
Beautiful Bill Act (OBBA), each quarter of this
year has started with a bang. The final three-
month stretch of the year is no exception; as
September ends, the US Congress fails to agree
on a funding bill, resulting in yet another
federal government shutdown. For context,
there have been only about 92 or so days of
federal shutdowns throughout the 236 years of
US history, nearly half (48.7%) of which
occurred during the less-than-five years of
Donald Trump’s presidency.

The latest US congressional session showed
that neither the Republican nor the
Democratic funding proposal managed to
break the party line, with only three
Democratic senators willing to cross over to
vote for the closest Republican proposal.
Details of what is included in the Republican
proposal remain scant. However, given
President Trump’s apparent agenda to reduce
the size of the federal government (see Chart
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weigh on the currency.

= The stabilising Rupiah may tempt Bank Indonesia to adopt a more
accommodative stance, although several challenges continue to

1), the Republican version of the funding bill
may not be as expansive (spending-wise) as the
Democrats’ version.

Of particular concern for the Democrats is
federal spending on healthcare, particularly
the extension of the Affordable Care Act (ACA)
tax credits. Politically, the Democrats may
regard the ACA, more popularly known as
ObamaCare, as a testament to their legislative
success, having been enacted during the 111th
Congress, when the party last held a governing
trifecta (control over the presidency and both
houses of the US Congress).

However, beyond its political significance, the
Democrats’ insistence on extending the ACA
tax credits also carries sound economic
reasoning. American consumers’ spending on
health insurance has been trending upward,
rising from 3.8% of total spending when the
ACA was first enacted in 2010 to 5.7% in 2017,
when President Trump’s Tax Cuts and Job Act
(TCJA) ended payment of cost-sharing
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subsidies to insurers (see Chart 2), thereby
undermining the ACA by reducing insurer
participation and driving up premiums.

= Therefore, allowing the ACA tax credits to

expire (as President Trump demanded) would
drive the share of healthcare to total spending
even higher, with one analysis suggesting that
premiums could rise by as much as 79.8% for a
middle-income family of four. At best, the
higher premiums mean that healthcare may
contribute more to the inflation figure (see
Chart 3), although the headline number may
not significantly bulge as the adverse impact
on purchasing power could dampen

inflationary pressures in other categories.

At its worst, the higher premiums could price
some individuals or families out of the private
insurance market, putting a squeeze on the

Amidst chaos, a (temporary) relief

Given the threats posed by the ongoing
government shutdown, it is unsurprising that
yields on the shorter end of the UST curve are
currently declining (see Chart 4). Indeed, the
weakening outlook for (federal) employment
and the broader economy may compel the Fed
to respond, prompting our expectation of
another 50 bps of FFR cuts by the end of the
year.

Growing expectations of further FFR cuts have
thus provided relief for other financial
markets, including the Indonesian financial
market. Indeed, the Rupiah has strengthened
by around 0.7% since the start of the month —
a trend that may continue if market
expectations of FFR cuts lead to further
depreciation of the USD (see Chart 5).

Apart from the softening global pressure, the
recent relief rally in the USDIDR exchange rate
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middle-income  population  that could
exacerbate uncertainty and erode confidence
in the economy. This further hit to confidence
is particularly concerning given the current
macroeconomic backdrop, as the cooling
labour market means workers are unlikely to
negotiate for more comprehensive insurance
benefits or seek higher-paying jobs to offset
the impact of rising insurance premiums on

their disposable income.

“Furloughed workers due to
the shutdown negatively affect
the labour market, but ending

it on the Republican terms may
hit the purchasing powers of
many American households”

seems to be fuelled by a plethora of other
factors. For instance, the August 2025 trade
surplus is recorded at a solid USD 5.49 Bn,
improving the outlook on Indonesia’s balance
of payment. Meanwhile, consumer spending
as observed by BCA big data seems to be
picking up lately, indicating an improved short-
term economic outlook that may help to
attract investors into the Indonesian financial
market. Hence, the stabilising Rupiah may
reopen the room for Bank Indonesia to act on
its rate-cutting signal, as the central bank, in
coordination with the government, is seeking
to reinvigorate loan growth by lowering
lending rates, despite the sporadic demand for
loans.

However, we should note that challenges may
still be mounting against the Rupiah. First, the
growing weakness in the US economy could
dampen global manufacturing activity, which



may, in turn, reverberate negatively across the
global commodity market. The potential hit to
Indonesia’s exports could therefore weigh on
the Rupiah through the balance-of-payment
channel,

particularly as foreign investors

continue to withdraw capital from the

Indonesian financial market.

Indeed,
inability to

the domestic financial market’s
the

constitutes the second key risk to the Rupiah.

reverse outflow trend
Foreign investors recorded net sales to the
tune of USD 0.59 Bn in the domestic financial
market throughout the past week, with USD
0.55 Bn exiting from the SBN market alone.
While sustained demand from domestic banks
and Bank Indonesia’s readiness to intervene
have so far helped to keep the benchmark 10Y

It is getting empty in Washington
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SBN vyield at a historically low 6.23%, the
subdued vyield may compel alpha-seeking
investors to look elsewhere for higher returns,
with higher yields in developed markets, such
as the JGB market, being a prime example.

= Third, as we have argued before, Bl has been

reliant on market interventions to keep the
Rupiah relatively stable throughout the past
month, as indicated by the sharp decline in its
FX reserves position (USD 148.7 Bn as of
September 2025, the lowest level in the past
14 months). As such, the US shutdown-induced
rally may tempt Bl to take another step on its
rate-cutting campaign, although threats to its
pro-stability mandate are still lying further
down the roa

President Trump’s threat to “shrink” the US federal government may further loosen the labour
market, forcing the Fed to realise its rate-cut signal.
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Getting healthy is expensive
Allowing the ACA provisions to expire may lead to a sharp increase in health insurance premium,
squeezing average American’s disposable income
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Lower on the short
Short-term yields are declining as suspended public spending amidst the shutdown is expected to
be a drag on the US economy, but long-term yields are still marching northwards
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From chaos, a relieve

The weakening sentiment on the US short term growth outlook explains the depreciating USD,
which may provide a relief for the Rupiah
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Economic Calendar

01 October 2025

ID S&P Global Manufacturing PMI 50.4 51.5 52

ID Trade balance (Aug-25), USD Bn 5.49 4.18 3.9

ID Inflation Rate YoY, % 2.65 231 24

us S&P Global Manufacturing PMI 52.0 53.0 52
06 October 2025

EA Retail Sales YoY, % 1.0 2.1 2.0
07 October 2025

ID Foreign Exchange Reserves, USD Bn 148.7 150.7 159.0

us Trade balance, USD Bn -78.3 -67
08 October 2025

ID Consumer Confidence 117.2 120

ID Motorbike Sales YoY, % 0.7 -
09 October 2025

ID Retail Sales YoY, % 4.7 3.9

ID Car Sales YoY, % -19.0 -
13 October 2025

CN Trade balance, USD Bn 102.33 88
15 October 2025

CN Inflation Rate YoY, % -0.4 0.0

ID Foreign Direct Investment YoY, % -7 -6.0

us Inflation Rate YoY, % 2.9 3.0
16 October 2025

us Retail Sales YoY, % 5 2.9
20 October 2025

CN Retail Sales YoY, % 3.4 6.2
22 October 2025

ID Bl-Rate Decision, % 4.75 4.5

ID Loan Growth YoY, % 7.56 7.5
23 October 2025

ID M2 Money Supply YoY, % 7.6 -
30 October 2025

us Fed Interest Rate Decision, % 4.25 4.0
31 October 2025

us PCE Price Index YoY, % 2.7 2.8

*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

. Last Real Rate Trade & Chg
0, - -

Key Policy Rates Rate (%) Change (%) Commodities 6-Oct 1 mth (%)
us 4.25 Sep-25 1.35 Baltic Dry Index 1,932.0 1,979.0 -2.4
UK 4.00 Aug-25 0.20 S&P GSCI Index 550.8 543.3 1.4
EU 2.15 Jun-25 -0.05 |Oil (Brent, $/brl) 65.5 65.5 -0.0
Japan 0.50 Jan-25 -2.20 Coal ($/MT) 107.2 110.1 -2.7
China (lending) 2.00 Sep-24 4.75 Gas ($/MMBtu) 3.32 3.05 8.9
Korea 2.50 May-25 0.40 Gold ($/0z.) 3,961.0 3,586.7 10.4
India 5.50 Jun-25 3.43 |Copper ($/MT) 10,613.1 | 9,829.5 8.0
Indonesia 4.75 Sep-25 2.10 Nickel ($/MT) 15,302.6 | 15,054.1 1.7

h CPO MT 1,039.7 1,037.3 0.2

Money Mkt Rates 6-Oct -1 mth Chg Lo

(bps) |Rubber ($/kg) 1.75 1.78 -1.7
SPN (1Y 4.99 5.10 -10.9 h
el External Sector Aug Jul C‘:’ g
SUN (10Y) 6.28 6.37 9.6 (%)
INDONIA (O/N, Rp) 4.04 4.53 -48.6  |Export ($ bn) 24.96 24.75 0.87
JIBOR 1M (Rp) 5.16 5.53 -37.5  |Import ($ bn) 19.48 20.58 -5.35
Ch Trade bal. ($ bn 5.49 4.17 31.50
Bank Rates (Rp) Jun May 9 (% bn)
(bps) Central bank
- enirelPankrTeseves 1 4507 | 152.0 | -0.84
Lending (WC) 8.62 8.64 -1.78 |($ bn)
Deposit 1M 4.89 4.86 2.28 .
: Prompt Indicators Aug Jul Jun
Savings 0.71 0.70 0.82
Consumer confidence
- - o,
Currency/USD 6-Oct 1 mth | Chg (%) index (CCI) 117.2 118.1 117.8
UK Pound 0.742 0.740 -0.18
Car sales (%YoY) -19.0 -18.4 -22.5
Euro 0.854 0.853 -0.05
Japanese Yen 150.4 147.4 -1.94 Motorcycle sales
, : 0.7 -0.5 -0.3
Chinese RMB 7.122 7.133 0.15  |(%YoY)
Indonesia Rupiah 16,554 16,420 -0.81 ch
. g
Manufacturing PMI Se Au
Capital Mkt 6-Oct | -1mth | Chg (%) g g 9 | (bps)
JCI 8,139.9 7,867.3 3.46 USA 52.0 53.0 -100
DIJIA 46,695.0 | 45,400.9 2.85 Eurozone 49.8 50.7 -90
FTSE 9,479.1 9,208.2 2.94 Japan 48.5 49.7 -120
Nikkei 225 47,944.8 | 43,018.8 11.45 China 51.2 50.5 70
Hang Seng 26,957.8 | 25,418.0 6.06 Korea 50.7 48.3 240
Foreign foli h Indonesia 50.4 51.5 -110
oreig _port olio Sep Aug Chg
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 an 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 intended 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 affiliated companies and/or their respective employees and/or agents makes any
representation or warranty (express or implied) or accepts any responsibility or liability as to, or in 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 nofice. It is
intended 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 or
redistributed 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 information please contact: (62-21) 2358
8000, Ext: 20364 or fax to: (62-21) 2358 8343 or emaiil: eri_tristanto@bca.co.id
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