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Summary

lazuardin_hamzah@bca.co.id = Most macroeconomic indicators posted solid readings in Q4-2025,

supported in part by improving fiscal spending realisation.

Victor George Petrus Matindas
victor matindas@bca.co.id = The recovery in Q4-2025 provides a template for stronger growth in

2026, with the fiscal posture likely to remain expansive to sustain

domestic momentum.
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We are still some distance away from the end
of the year. However, this does not make the
past week any less eventful, as market
sentiments continue to evolve ahead of the
curtain-closing policy meetings to be held by
both the Fed and Bank Indonesia next mid-
week. On the US front, market sentiment has
been building that the Fed may opt for another
25-bps rate cut at the final FOMC meeting of
the vyear, pushing the DXY index on a
southward trend since late November 2025.

On the domestic front, Bl’s latest FX reserves
update (USD 150.1 Bn as of November 2025,
up USD 0.2 Bn MoM) appears to underscore
the central bank’s sanguine attitude towards

= However, maintaining an expansive fiscal stance may contribute to a
higher-yield environment in 2026, especially if foreign demand fails

the USDIDR exchange rate, as the modest
increase in reserves is likely driven more by a
narrower trade surplus than by more active
market interventions.

Returning foreign inflows to the Indonesian
capital market may explain Bl’s relative calm.
Foreign inflows are returning to the sovereign
bond market, which helped to move the
Rupiah by 0.10% WoW higher to 16,659/USD
when the market closed on Friday last week. At
the same time, foreign investors recorded net
buys to the tune of USD 149.4 Mn in the
equities market, which may signal an
improvement in their outlook on the
Indonesian corporate and real sector.

Leaning positives: Trade, investments, and household consumption too

While challenges remain, it is worth noting that
most readings on Indonesia’s macroeconomic
data have improved recently compared with
the levels seen in Q2-Q3 2025. For instance,
our observations of domestic corporations’
data reveal an 8.4% YoY increase in CAPEX
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realisation, which is lower than the level
recorded in Q2-2025 but higher than any
quarter in the previous year. This data point
complements the steady growth in capital
goods imports in signalling a sustained demand
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for investments, particularly among domestic
investors.

However, it should be noted that investment
activity remains concentrated in a select
capital-intensive sectors, particularly among
firms with strong balance sheets. This
condition explains the apparent disconnect
between the growth in fixed-asset investment
and the demand for productive loans, as still-
high lending rates lead to expanding
companies relying on internal sources to fund
their projects.

= The government’s efforts to lower lending

rates may have yet to deliver a noticeable
improvement in the demand for bank loans.
Even so, the public sector will likely remain a
key driver of investment

HCUESIGCENIEROS  “Government interventions

through quasi-public insti-
tutions such as Danantara,
or indirectly by offering
more consistent policy
signals and delivering on
the regulation bottle-
necking agenda that may help ease the
heightened sense of uncertainty currently
gripping the business sector.

Apart from domestic policies, US import tariffs
rank high on the list of business uncertainties
that have hitherto defined the year. As it turns
out, tariff-related uncertainty has yet to
significantly  dent Indonesia’s export
performance, although some exporters did
report a squeeze on their margins. While
Indonesia’s higher exports to the US (+30.7%
YoY as of 8M 2025) are often attributed to
‘tariff front-running”, we also observe rising
exports of commodities for which Indonesia
holds a tariff advantage (see Chart 1), most
notably chemical products. Perhaps, this
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positive momentum in
investment and
consumption”
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explains the accelerating CAPEX realisation
trend in the domestic chemical manufacturing
industry, while firms in other sectors remain
cautious to expand.

Tariff advantage and Indonesia’s position on
the upstream of the US and China’s industries
may protect the demand for Indonesian
exports. Alas, slowing growth momentum in
the US and China may translate negatively to
the global demand for commodities, which
may translate negatively to Indonesia’s current
account outlook. At the same time, China’s
troubled domestic demand may continue to
push China’s consumer goods exporters to
lock horns with local manufacturers, although
the sharply negative inventory growth in Q3-
2025 may generate enough
new manufacturing orders
(for inventory refilling) to keep

are crucial to maintain the local manufacturers afloat.

=  Whileinvestments and net
exports have alternated to
provide an additional boost to
the GDP growth figure, efforts
to propel the GDP growth number beyond the
usual 5% level would be fruitless without an
improvement in household consumption.
Fortunately, our internal big data picks up an
uptrend in consumer transactions (see Chart
2), which may translate to a strong GDP growth
number in the final quarter of the year.

There are reasons to be confident that
household consumption may continue to
expand in the next couple of months. First, the
government’s focus on domestic food
production has helped to stabilise food prices
(see Chart 3), lowering the risk of a squeeze in
households’ purchasing power due to spiking
food prices. Second, the next Ramadan and
Lebaran period will completely fall in Q1,



potentially boosting the consumption growth
number early in the year due to the base
effect.

Unfortunately, there is no guarantee that
household spending will carry the momentum
throughout the length of next year. Lingering
problems with the Ilabour market will

= The government’s lofty growth ambitions, as

reflected in its twin focus on household
consumption and infrastructure investment,
have shaped expectations that the public
sector will play an increasingly active role in
driving the economy in the periods ahead.
Alas, the expected deeper fiscal deficit in 2025
—with the primary balance already at-2.01% of
GDP as of October 2025 — underscores the
limits of the government’s fiscal space (see
Chart 4).

Central to this problem is the sizable interest
burden (see Chart 5). Aware of this problem,
the government has sought to limit sovereign
debt issuance in 2025, choosing instead to
draw on its “savings” (the excess budget
balance/SAL) to fund the additional deficit and,
thus, prevent the share of interest payments to
total expenditures from rising further.
Unfortunately, this trick may not be repeated
in the upcoming year, as the deeper-than-
target fiscal deficit means that the government
may not add much to its excess budget
balance.

Indeed, the government has signalled its
intention to increase net debt issuance in 2026
(to around IDR 749.2 Tn), which, when
combined with maturing obligations, may push
total debt issuance beyond the level seen in
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continue to translate to stagnating household
income, which is essential in creating a more
sustainable boost for consumption. As things
stand, the government may continue to rely on
ad-hoc stimulus packages to alleviate short-
term shocks in the demand condition, while
also marketing its flagship programme as a job
creation initiative.

Some negatives: Narrow fiscal room and persistent external challenges

2020 (see Chart 6). A higher supply of
sovereign debt is not particularly concerning
in 2025, as feeble demand for loans and
maturing SRBI allow banks to be more active
in the SBN market. Unfortunately, this may not
be the case in 2026, particularly if Bl continue
to open the door to the SRBI market (see Chart
7).

Despite the expected sizable increase in debt
issuance and limited improvement in domestic
demand, there is still a chance for the
government to keep its lending rate stable. For
one, foreign ownership of SBN has remained
low since the pandemic, suggesting scope for
re-entry — particularly if global liquidity
improves as major central banks turn more
dovish.

Alas, the global debt market (most
importantly the UST and JGB markets) is also
suffering from supply risks, meaning that
long-term yields may be less responsive to
policy rate cuts (see Chart 8). Persistently high
global yields could, in turn, constrain foreign
appetite for SBN and other emerging assets.
The Indonesian economy, then, may not be
able to have its cake and eat it too. In other
words, achieving a higher debt-fuelled growth
in 2026 may come at the cost of rising yields.
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Still an attractive exporter
Indonesia’s mainstay export products benefit from lower US import tariffs, which may sustain
demand from the US
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Chart 2

Late bloomers
Consumer transactions are ticking up again in Q4-2025, partly due to government interventions
although structural issues remain
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Largely stable, but dark clouds are still ahead
Spiking gold prices overstated Indonesia’s inflation reading, but a more valid threat may still
come through rising food prices
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Chart 4

Pushing the limit
The seasonally higher spending in December means the government may need to curb spending
if the fiscal revenue trend fails to gather more pace.
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Chart 5

Spending on interest and priorities
Interest payment may continue to claim a significant share of government spending, while the
higher spending on goods signals further rollouts of its flagship programmes
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Chart 6

Back to the bond market
Maturing bonds and growing budget deficit may push gross issuance of sovereign bonds above
the record-high 2020 level
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Chart 7

Same old competition
SRBI issuance has recently been active again, potentially competing with SBN for demand if
foreign demand fail to return
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Chart 8

The anguish of central banking
Supply risks may influence long term yields more than central bank policies, thus keeping the
global financial market in a higher-for-longer environment that could limit foreign inflows
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Economic Calendar

01 December 2025

ID S&P Global Manufacturing PMI 53.3 51.2 51.5

ID Trade balance (Oct-25), USD Bn 24 4.34 3.8

ID Inflation Rate YoY, % 2.72 2.86 2.8

us S&P Global Manufacturing PMI 52.2 52.5 51.9
04 December 2025

EA Retail Sales YoY, % 1.5 1.2 1.1
05 December 2025

ID Foreign Exchange Reserves, USD Bn 150.1 149.9 -

us PCE Price Index YoY (Sep), % 2.8 2.7 2.8
08 December 2025

ID Motorbike Sales YoY, % 2.1 8.4 -

CN Trade balance, USD Bn 111.68 90.07 92.0
09 December 2025

ID Consumer Confidence 121.2 122
10 December 2025

CN Inflation Rate YoY, % 0.2 0.5

ID Retail Sales YoY, % 3.7 4.0
11 December 2025

us Fed Interest Rate Decision, % 4.0 3.75

us Trade balance (Sep), USD Bn -59.6 -57.0
15 December 2025

CN Retail Sales YoY, % 2.9 3.3
16 December 2025

us Non Farm Payrolls, th 119 -
17 December 2025

ID Bl-Rate Decision, % 4.75 4.75

us Retail Sales YoY, % 4.3 2.7
18 December 2025

ID Loan Growth YoY, % 7.36 7.3
19 December 2025

ID Car Sales YoY, % -4.4 -
19 December 2025

ID M2 Money Supply YoY, % 7.7 -

*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
o, = =
Key Policy Rates Rate (%) Change (%) Commodities 05-Dec 1 mth (%)
us 4.00 Oct-25 1.00 Baltic Dry Index 2,727.0 1,958.0 39.3
UK 4.00 Aug-25 0.40 S&P GSCI Index 564.7 557.1 1.4
EU 2.15 Jun-25 -0.05 |Oil (Brent, $/brl) 63.8 64.4 Skt
Japan 0.50 Jan-25 -2.50 Coal ($/MT) 109.3 115.3 -5.2
China (lending) 2.00 Sep-24 4.15 Gas ($/MMBtu) 5.19 3.35 54.9
Korea 2.50 May-25 0.10 |Gold ($/0z.) 4,197.8 | 3,932.1 6.8
India 5.25 Jun-25 5.00 |Copper ($/MT) 11,643.6 | 10,633.1 9.5
Indonesia 4.75 Sep-25 2.03 Nickel ($/MT) 14,749.0 | 14,861.3 -0.8
Ch CPO MT 997.3 982.4 1.5
Money Mkt Rates 05-Dec -1 mth 9 (PR
(bps) |Rubber ($/kg) 1.74 1.71 1.8
SPN (1Y 4.75 4.59 15.1 Ch
b External Sector Oct Sep - g
SUN (10Y) 6.18 6.15 3.1 (%)
INDONIA (O/N, Rp) 4.16 3.99 16.1 Export ($ bn) 24.24 24.68 S
JIBOR 1M (Rp) 5.03 5.08 -5.1 Import ($ bn) 21.84 20.34 7.41
Ch Trade bal. ($ bn 2.39 4.34 -44.91
Bank Rates (Rp) Sep Aug 9 (.o
L= Central bank
_ Sniralbankresenves | 1499 148.7 0.80
Lending (WC) 8.46 8.55 -9.00 |($bn)
Deposit 1M 4.96 5.24 -28.00 )
z Prompt Indicators Oct Sep Aug
Savings 0.70 0.70 0.00
Consumer confidence
= = o,
Currency/USD 05-Dec 1 mth | Chg (%) index (CCI) 121.2 115.0 117.2
UK Pound 0.750 0.768 2.36
Car sales (%YoY) -4.4 -15.1 -19.0
Euro 0.859 0.871 1.39
Japanese Yen 155.3 153.7 SAE{OL Motorcycle sales
: : 8.4 7.3 0.7
Chinese RMB 7.071 7.130 0.83 [(%YoY)
Indonesia Rupiah 16,644 16,700 0.34 ch
. g
Manufacturing PMI Nov Oct
Capital Mkt 05-Dec | -1 mth | Chg (%) . (bps)
JCI 8,632.8 8,241.9 4.74 USA 52.2 52.5 -30
DJIA 47,955.0 47,085.2 1.85 Eurozone 49.6 50.0 -40
FTSE 9,667.0 9,715.0 -0.49 Japan 48.7 48.2 50
Nikkei 225 50,491.9 51,497.2 -1.95 China 49.9 50.6 -70
Hang Seng 26,085.1 | 25,952.4 0.51 Korea 49.4 49.4 0
F i i Indonesia 53.3 51.2 210
orelgn_portfollo Nov Oct Chg
ownership (Rp Th) (Rp Tn)
Stock 4,017.6 3,823.5 194.16
Govt. Bond 872.2 1,343.0 -470.87
Corp. Bond 4.1 4.1 -0.04

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 4.75
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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