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+ Bank Indonesia (BI) held the BI-rate at 5.75% at their Oct-
26 meeting, out of left field for the market majority. This marked the
fourth consecutive month of interest rate holds, contrary to what other
indicators suggest: global rates are higher, Rupiah continues to
depreciate, and domestic credit growth is still solid (13.26% YoY in
Sep'26).

+ Perhaps the first rationale is the MSCI shock earlier this
week. As interest rate hikes can negatively impact business and, by
extension, stock index performance, BI decided to hold its rates, albeit
at the expense of the IDR. The exchange rate briefly weakened by 20-
30 points to 18,000 in yesterday’s trading, in parallel with the BI rate
announcement.

« Interestingly, BI continues to double down on its efforts to boost
the real sector by gradually reducing the reserve requirement
(GWM) to 7% for conventional banks and 5.5% for sharia
banks, potentially adding IDR 190 Tn to liquidity according to BI itself.
This accommodative policy is coupled with an adjustment of the
Macroprudential Liquidity Incentive Policy (KLM) to 5%, comprising
3% for the financing channel and 2% for the money market.

« Unleashing the big gun now carries the risk of depreciation and
inflation, which are currently already on a relatively risky trend. This
might be the reason why BI issued a third decision: Increasing the
Deposit Facility (DF) rate by 25 bps to 5%. Because liquidity
injection can push down IndONIA rates, which are currently at 4.99%,
the increase in the DF rate seems to guarantee that the injected
liquidity will not be left too loose and for too long. There will be
liquidity absorption that keeps IndONIA rates in a higher corridor or
at least not lower than the DF rate.

* So the question is, why the need for a roundabout policy first if we
are going to end up at the same point? The answer might lie in
momentum. There is a need to maintain a pro-growth stance in
the short term, while ensuring a pro-stability stance serves as

a guideline in the longer term.

+ Of course, choosing to stay at the same point means relatively going against the global rate hike wave.

To mitigate this outflow risk, BI also increased incentives for DNDF (Domestic Non-Deliverable

Forward) transactions, specifically for 6 and 12-month tenors, to 40% and 45% respectively. However,

if inflationary and exchange rate pressures intensify, there is still a possibility that BI will have
to raise interest rates one more time before the end of this year.
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II The Bl-rate was kept unchanged at 5.75% despite market expectations
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n Robust liquidity injections could push IndONIA lower, Deposit Facility rate raised by 25bps
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n Indonesia’s yield curve rises, reflecting domestic risks amidst uncertainty
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Credit growth remained robust, meanwhile deposit growth is slowing down
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ﬂ The interest rate differential is declining

Nominal effective exchange rate (NEER), YTD %

Real interest rates (10Y Sovereign bond yield - changes per country:

CPl inflation, %), per country:
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Selected Macroeconomic Indicators
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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 9.0
GDP per capita (USD) 3912 4350 4784 4920 4960 5083 5128
CPlinflation (% YoY) 1.7 1.9 5.5 2.6 1.6 2.9 4.5
Bl Rate (%) 3.75 3.50 5.50 6.00 6.00 4.75 6.00
SBN 10Y yield (%) 5.86 6.36 6.92 6.45 6.97 6.05 8.01
USD/IDR exchange rate (average) 14,529 14,297 14,874 15,248 15,841 16,468 17,600
USD/IDR exchange rate (end of year) 14,050 14,262 15,568 15,397 16,102 16,690 18,171
Trade balance (USD Bn) 21.7 35.3 54.5 37.0 31.0 41.1 19.2
Current account balance (% of GDP) -0.4 0.3 1.0 -0.1 -0.6 -0.1 -1.3

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 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 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: 1020451 or fax to: (62-21) 2358 8343 or email: eri_tristanto@bca.co.id




