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▪ There is not much to say about the Indonesian 

economy over the past week. National holidays 

again cut the trading week short, while data 

releases have also been limited. Even so, recent 

data releases continue to paint a picture of a 

slowing real sector, with retail sales plummeting 

to -1.9% YoY in April 2026 (lowest since April 

2024) as post-festive normalisation weighed on 

consumer spending. Fuzzy policy communication 

is also a concern, with the government seemingly 

undisturbed by the rapidly depreciating Rupiah, 

potentially jeopardising Bank Indonesia’s efforts 

in stabilising the currency. 

▪ Meanwhile, the global macroeconomic backdrop 

has become increasingly unfavourable for the 

Indonesian economy. US inflation reached 3.8% 

YoY in April 2026 (2.8% YoY core inflation), 

reviving expectations of Fed Funds Rate hikes 

that may prolong, or even strengthen, sell-off 

pressures in the domestic financial market. The 

pain that continuous foreign outflows have 

inflicted on the domestic economy appears to be 

most evident in the equities market. Indeed, 

foreign outflows have been concentrated in the 

equities market (-USD 2.43 Bn YTD), erasing 

26.7% of value since the start of the year in a 

market that is increasingly populated by small-

scale investors. 

 
Fearful despite strong growth 

▪ Judging by multiple statements, it is quite clear 

that the government has been attributing foreign 

outflows from the equities market to governance 

and sentiment issues, highlighting accelerating 

GDP growth (5.61% YoY in Q1 2026) to reject the 

view that selloffs primarily reflect Indonesia’s 

weakening fundamentals. Following this line of 

argument, the government may view foreign 

outflows as a temporary setback that could be 

addressed relatively quickly through some 

degree of market oversight and governance 

reform, rather than a reality check on its 
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Summary 

▪ The corporate sector recorded a strong revenue growth in Q4 2025 – 

Q1 2026, but the trend may revert as rising oil and input prices may 

erode margins and weigh on demand. 

▪ CAPEX realisation continues to slow down as some have entered a 

consolidation period, while challenging business conditions 

discourage investments in other sectors. 

▪ Slowing investment may worsen Indonesia’s fundamental problem, 

yet sparking another CAPEX cycle may not be straightforward, as 

businesses will need to consolidate their balance sheet. 
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economic agenda. Fortunately, the government 

has been quick to roll out meaningful reforms, 

sparing the domestic equities market from the 

risk of being downgraded to frontier market 

status. 

▪ In hindsight, the government’s narrative is not 

far detached from reality. Despite continuous 

outflows from the equities market, companies 

that make up the market recorded stronger 

revenue growth in Q4 2025 – Q1 2026 (see Chart 

1), in line with the GDP growth number. 

Observation of corporate financial reports in the 

past two quarters also lends support for the 

government’s commodity downstreaming 

agenda, as revenue growth is primarily driven by 

companies in downstreaming-related sectors 

such as Metals & Mining and Industrials & 

Materials (see Table 1). 

▪ Recovering domestic 

demand in H2-2025 also 

helped the corporate 

sector maintain healthy 

margins (see Chart 2), 

partly explaining the strong 

revenue growth recorded 

by corporate Indonesia in corresponding 

quarters. Alas, it might be hard for this trend to 

persist beyond the first quarter of the year. 

Indonesia’s manufacturing PMI has already 

slipped into contraction territory in April 2026 

(49.1, down from the yearly peak of 53.8 in 

February 2026), dragged below by the 

normalising demand following the high spending 

period surrounding the Chinese New Year and 

Ramadan observance early in the year. At the 

same time, corporate Indonesia is facing a 

double-whammy from the weakening Rupiah 

and skyrocketing oil prices, both of which are 

driving up input prices just as domestic demand 

begins to moderate. 

▪ There is also truth, then, in the opposing view 

that outflows have been driven by corporate 

Indonesia’s worsening fundamentals. The global 

and domestic macroeconomic conditions 

throughout H2 2025 – Q1 2026 might be as good 

as businesses could expect for some time, while 

the road ahead looks like a fast lane to Gehenna, 

where businesses are tormented by freezing 

demand and a fiery rise in input costs. 

Unfortunately, this view appears to be shared 

among the corporate sector, as highlighted by 

the slowing pace of CAPEX realisation (see Chart 

3). 

▪ The decelerating CAPEX trend since H2 2025 

runs in contrast to the strengthening revenue 

performance, which may be influenced by 

several factors. First, we have often argued that 

most businesses have remained in a wait-and-

see mode throughout the past year, building 

familiarity with the sitting 

administration’s policy direc-

tion. Second, as stated earlier, 

expectations of arduous 

business conditions may have 

discouraged investments, 

which explains why businesses 

in some sectors continue to sit 

and wait. Third, the CAPEX 

cycle in some capital-intensive sectors may have 

come to an end, which explains the sharp 

reversal in CAPEX growth in sectors such as 

Metals & Mining (base metals) as the industries 

enter consolidation mode. 

▪ The corporate sector failing to kickstart another 

CAPEX cycle poses a risk to the domestic 

economy, especially to the household sector. We 

observe a strong correlation between CAPEX 

realisation and corporate headcount, meaning 

that a CAPEX downcycle is likely to limit labour 

absorption in the corporate sector (see Chart 4). 

What may result, then, is a further demand-

supply mismatch in the market for formal 

employment, potentially limiting household 

“Normalising demand and 

rising input costs threaten 

the corporate sector, which 

may make it hard to replicate 

the strong performance in 

the past two quarters” 
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income growth when the risk of a sharp increase 

in living costs cannot be understated.  

▪ Aware of this risk, the government has opted to 

maintain its flagship programmes, arguing for 

them as a labour absorption initiative. Alas, the 

sky is not exactly the limit for the government to 

further roll out its flagship programmes, 

considering the narrow fiscal space. Private 

investments remain an indispensable part of the 

effort to balance the job market, which explains 

the government’s recent decision to launch an 

investment deregulation task force. 

▪ Alas, encouraging businesses to start investing 

again is not as easy as creating task forces. More 

companies appear to be operating with 

overleveraged balance sheets now (see Chart 5), 

which may bar them from accessing additional 

credit facilities and restarting their CAPEX cycle 

despite the currently low-interest rate 

environment. At the same time, foreign 

businesses do not seem to feel particularly 

welcomed when investing in Indonesia, citing 

uncertain policy direction and red tape as key 

hindrances. 

▪ Finally, while the government may be correct in 

arguing that Indonesia’s fundamentals remain 

intact, rolling episodes of market selloffs still 

carry an important warning. Strong growth in 

recent quarters has been supported by fiscal 

expansion and favourable cyclical conditions, but 

sustaining momentum will require renewed 

investor confidence. Without a renewed private 

investment upcycle, the economy risks further 

mismatch in the labour market, which has been 

at the heart of Indonesia’s economic challenges. 

Greater policy clarity, regulatory consistency, 

and a more investment-friendly environment will 

likely be needed to convince businesses to 

expand capacity amid an increasingly challenging 

global backdrop. 

 

 

 

 

 

 

Chart 1 

Fundamentally strong 
Indonesia’s corporate revenue continues to accelerate in Q4 2025 – Q1 2026, strengthening the 
narrative that continuous outflows from the equities market is not a fundamental story 
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Chart 2 

Strong margin, for now 
The corporate sector improves their margin as commodity prices and private consumption 
recovers in the past couple of quarters, although rising oil prices may break the trend 
 

Chart 3 

Phasing off and pushing out 
Industrial consolidation (especially in the nickel sector), rising input prices, and policy 
uncertainty may have spell an end to the CAPEX cycle 
 

5.02

3.08

6.93

4.07

9.74

0

1

-6.0

0.0

6.0

12.0

Q1-19 Q4-20 Q3-22 Q2-24 Q1-26

Profit margin (%, median of sample)

All Consumer goods & services Energy & commodities

Industrials & materials ITCOM, healthcare, & others

COVID-19 
pandemic

Source: Corporate quarterly financial reports, compiled and 
calculated by BCA Economic Research

1.61

-2.37

-0.42

-3

-2

-1

0

1

2

Q1-19 Q4-20 Q3-22 Q2-24 Q1-26

CAPEX growth trend

Expansion Asset replacement Downsize

Source: Corporate quarterly financial reports, compiled and 
calculated by BCA Economic Research



BCA Economic & Industry Research  

                                The Focal Point – 18 May 2026 

 

5 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chart 4 

A double whammy for workers 
The corporate sector absorbs less labour as CAPEX enters a downcycle, potentially restricting 
household income growth when oil prices and currency weakness may accelerate inflation 
 

Chart 5 

Not so easy to start again 
Arresting the CAPEX downcycle may not be an easy task, given that average companies in 
expanding sectors (such as chemicals and metals) has been running towards overleverage 
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Economic Calendar 

 Actual Previous Forecast* 

04 May 2026 

ID S&P Global Manufacturing PMI 49.1 50.1 50.5 

ID Trade balance (Mar-26), USD Bn 3.32 1.28 4.2 

ID Inflation Rate YoY, % 2.42 3.48 3.0 

05 May 2026 

ID GDP Growth Rate YoY, % 5.61 5.39 5.6 

US Trade balance (Mar-26), USD Bn -60.3 -57.8 -61.4 

07 May 2026 

EA Retail Sales YoY, % 1.2 1.3 1.1 

08 May 2026 

ID Foreign Exchange Reserves, USD Bn 146.2 148.2 - 

ID Property Price Indeks YoY, % 0.62 0.83 0.5 

US Non Farm Payrolls, th 115 185 95.0 

09 May 2026 

CN Trade balance, USD Bn 84.82 51.13 79.1 

10 May 2026 

ID Car Sales YoY, % 55.0 -13.8 -7.0 

11 May 2026 

CN Inflation Rate YoY, % 1.2 1 0.9 

ID Consumer Confidence 123.0 122.9 122 

ID Motorbike Sales YoY, % 28.1 -17.1 - 

12 May 2026 

ID Retail Sales YoY, % 3.4 6.5 6.8 

US Inflation Rate YoY, % 3.8 3.3 3.6 

14 May 2026 

US Retail Sales YoY, % 4.9 4.2 3.3 

18 May 2026 

CN Retail Sales YoY, % 0.2 1.7 2.2 

20 May 2026 

ID BI-Rate Decision, %  4.75 - 

ID Loan Growth YoY, %  9.49 - 

22 May 2026 

ID Current Account, (USD Bn)  -2.5 2.1 

ID M2 Money Supply YoY, %  9.7 - 

28 May 2026 

US PCE Price Index YoY, %  3.5 - 
 
*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 (%)
Last 

Change

Real Rate 

(%)

Trade & 

Commodities
15-May -1 mth

Chg 

(%)

US 3.75 Dec-25 -0.05 Baltic Dry Index 3,151.0 2,354.0 33.9 

UK 3.75 Dec-25 0.45 S&P GSCI Index 751.2 698.1 7.6 

EU 2.15 Jun-25 -0.85 Oil (Brent, $/brl) 109.3 94.8 15.3 

Japan 0.75 Dec-25 -0.75 Coal ($/MT) 136.5 128.7 6.1 

China (lending) 2.00 Sep-24 3.15 Gas ($/MMBtu) 2.89 2.78 4.0 

Korea 2.50 May-25 -0.10 Gold ($/oz.) 4,540.1 4,841.8 -6.2

India 5.25 Dec-25 1.77 Copper ($/MT) 13,503.1 13,253.0 1.9 

Indonesia 4.75 Sep-25 2.33 Nickel ($/MT) 18,304.4 17,980.9 1.8 

CPO ($/MT) 1,114.6 1,128.6 -1.2

Rubber ($/kg) 2.22 2.06 7.8 

SPN (1Y) 5.77 5.26 51.1 

SUN (10Y) 6.68 6.59 8.9 

INDONIA (O/N, Rp) 5.08 4.22 85.7 Export ($ bn) 22.53 22.17 1.62 

JIBOR 1M (Rp) 5.03 5.03 0.0 Import ($ bn) 19.21 20.89 -8.08

Trade bal. ($ bn) 3.32 1.27 160.82 

Lending (WC) 8.05 8.06 -1.00

Deposit 1M 4.47 4.46 1.00 

Savings 0.68 0.69 -1.00

Currency/USD 15-May -1 mth Chg (%)
Consumer confidence 

index (CCI)
123.0 122.9 125.2 

UK Pound 0.750 0.737 -1.78

Euro 0.860 0.848 -1.45

Japanese Yen 158.7 158.8 0.03 

Chinese RMB 6.813 6.816 0.05 

Indonesia Rupiah 17,465 17,122 -1.96

Capital Mkt 15-May -1 mth Chg (%)

JCI 6,723.3 7,676.0 -12.41 USA 54.5 52.3 220 

DJIA 49,526.2 48,536.0 2.04 Eurozone 52.2 51.6 60 

FTSE 10,195.4 10,609.1 -3.90 Japan 55.1 51.6 350 

Nikkei 225 61,409.3 57,877.4 6.10 China 52.2 50.8 140 

Hang Seng 25,962.7 25,872.3 0.35 Korea 53.6 52.6 100 

Indonesia 49.1 50.1 -100

Stock 3,158.9 3,208.6 -49.72

Govt. Bond 862.4 853.6 8.80 

Corp. Bond 5.8 6.2 -0.41

55.0 -13.8 12.3 

Chg 

(%)

Mar FebApr

148.2 151.9 -2.47

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)
MarApr

Money Mkt Rates 15-May -1 mth
Chg 

(bps)

Bank Rates (Rp) Feb Jan
Chg 

(bps)

28.1 -17.1 1.0 

Mar Feb
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Indonesia – Economic Indicators Projection 

 2020 2021 2022 2023 2024 2025 2026E 

Real GDP growth (% YoY) -2.1 3.7 5.3 5.0 5.0 5.1 5.1 

Nominal GDP growth (% YoY) -2.5 9.9 15.4 6.7 6.0 7.6 8.0 

GDP per capita (USD) 3912 4350 4784 4920 4960 5083 5457 

CPI inflation (% YoY) 1.7 1.9 5.5 2.6 1.6 2.9 3.3 

BI Rate (%) 3.75 3.50 5.50 6.00 6.00 4.75 4.75 

SBN 10Y yield (%) 5.86 6.36 6.92 6.45 6.97 6.05 6.76 

USD/IDR exchange rate (average) 14,529 14,297 14,874 15,248 15,841 16,468 17,216 

USD/IDR exchange rate (end of year) 14,050 14,262 15,568 15,397 16,102 16,690 17,430 

Trade balance (USD Bn) 21.7 35.3 54.5 37.0 31.0 41.1 33.8 

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

Notes:  

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