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CPI: Inflation’s rising tide 

 

Executive Summary: 
 

 Consumer prices increased (+0.57% MoM / +1.87% YoY) in December, largely due to year-end seasonal 

effects. 

 The continued momentum of post-Covid economic recovery, especially increased credit growth, is likely to 

generate inflationary pressures.  

 Additionally, a strong growth in investments is also probable in the coming months as businesses respond to 

burgeoning demand, yet another boost to demand-pull inflation.  

 Government-controlled energy prices have shielded Indonesia from global inflationary pressures, but energy 

prices may be forced to increase if they remain elevated through H2-2022.   
 

 The consumer price index showed 1.87% YoY 

inflation (0.57% MoM inflation) in December, the 

highest since July 2020. These figures are largely due 

to year-end effects attributed to increased spending 

during the holiday season. 

 Mere seasonality aside, overall trends appear to show 

continued robust recovery. Internal data show that 

consumer transactions continue to rise past pre-

pandemic levels, a sign that Indonesia’s post-Covid 

momentum continues to advance at a steady rate 

(Chart 1). This suggests that demand-related pressures 

on inflation may continue to gather steam from here on 

out.   

 For instance, continued recovery is likely to attract 

migrant workers back to big cities after spending 1-2 

years in their home villages. Higher wages received by 

the influx of workers returning to the cities could lead to 

a boost in aggregate demand, putting further pressure 

on inflation. On a more supply-related note, the outflow 

of workers away from villages could also reduce available 

labor for agricultural work, leading to higher food prices. 

 Furthermore, the rise in demand for credit is 

historically correlated with an increase in core 

inflation. These two effects are mutually 

reinforcing, as the increase in inflation also 

encourages additional borrowing by reducing real 

interest rates. Credit growth remained relatively muted 

for most of 2020-2021, which helps account for 

Indonesia’s relatively low core inflation (despite the 

recovery in demand). Credit demand began to steadily 

recover over the second half of 2021 however, and a 

resurgence in 2022 could provide further impetus to 

prices.      

 Finally, while businesses experienced strong revenue 

growth and recovering profit margins throughout 2021, 

our internal data indicated that businesses were still 

hesitant to spend, resulting in a large pool of private 

cash reserves (Chart 2). Other indicators such as capital 

goods imports, which continue to lag behind consumer 

goods and raw materials imports, and subpar investment 

loan growth also support the notion that business 

investments have been lagging during Indonesia’s initial 

economic recovery. In sum then, a strong growth in 

investments is probable in the coming months as 

businesses respond to burgeoning demand, yet another 

boost to demand-pull inflation.  

 With the general momentum of demand recovery still 

underway then, inflation appears set to take on greater 

force this year. But what of supply? Government-

controlled energy prices will still play an important role in 

the coming months. At the moment, it is no longer as 

burdensome for governments to subsidize the price gap 

between global and domestic energy prices, since the 

burden of subsidizing energy prices is now shared with 

SOEs: Pertamina for liquid fuels & household gas, and 

PLN for electricity. As a result, the government is 

able to increase energy prices at a slower pace 

without making as big of a dent in the government 

budget compared to years prior. But considering 

that SOEs could only sustain losses up to a finite 

extent, domestic energy prices would be forced to 

edge higher if oil/coal prices remain elevated 

through H2-22.  

 The main issue surrounding supply-side inflation 

then, is primarily concerned with timing. Energy 

prices have historically remained elevated for longer 

periods of time relative to other commodities. The 

question then, is how long the government can sustain 
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its subsidies should prices remain higher for longer, 

something that is further complicated by the fact that 

elections will be held in 2024.    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Chart 1. Consumer transactions continue to rise past pre-pandemic levels, a sign 
that Indonesia’s post-Covid momentum continues to advance at a steady rate 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Chart 2. Energy subsidy and commodity boom contribute towards the private 
sector’s substantial net savings 
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―  Current account balance, broken down: 

 Fiscal balance, ex. subsidy 

 Energy subsidy (gov’t) 
 Energy subsidy (SOE) 
 Implied private balance* 

relative to GDP 

foregone 
export 

revenue 
(coal DMO) 

+0.1 

+3.6 

-2.3 

-1.1 

-1.1 

forecast Source : MoF, Pertamina, PLN, Bloomberg, BCA Economist calculations 
* Private businesses, households, plus SOEs outside of energy subsidies 
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Selected Recent Economic Indicators  

 
 

Source: Bloomberg, BI, BPS  

Notes: 

*Previous data 

**For change in currency: Black indicates appreciation against USD, Red indicates depreciation 

***For PMI, > 50 indicates economic expansion, < 50 indicates contraction  

  

Key Policy Rates Rate (%)
Last 

Change

Real Rate 

(%)

Trade & 

Commodities
1-Jan -1 mth

Chg 

(%)

US 0.25 Mar-20 -6.55 Baltic Dry Index 2,217.0 3,047.0 -27.2

UK 0.25 Mar-20 -4.85 S&P GSCI Index 561.2 521.3 7.7 

EU 0.00 Mar-16 -4.90 Oil (Brent, $/brl) 77.8 68.9 12.9 

Japan -0.10 Jan-16 -0.70 Coal ($/MT) 145.7 146.2 -0.3

China (lending) 4.35 Oct-15 2.05 Gas ($/MMBtu) 3.66 4.27 -14.3

Korea 1.00 Nov-21 -2.70 Gold ($/oz.) 1,829.2 1,781.7 2.7 

India 4.00 May-20 -0.91 Copper ($/MT) 9,740.6 9,492.0 2.6 

Indonesia 3.50 Feb-21 1.63 Nickel ($/MT) 20,880.5 20,051.5 4.1 

CPO ($/MT) 1,245.9 1,233.4 1.0 

Rubber ($/kg) 1.73 1.76 -1.7

SPN (1M) 2.33 2.58 -25.8

SUN (10Y) 6.36 6.13 22.9 

INDONIA (O/N, Rp) 2.78 2.80 -1.5 Export ($ bn) 22.84 22.03 3.7 

JIBOR 1M (Rp) 3.55 3.55 0.0 Import ($ bn) 19.33 16.29 18.6 

Trade bal. ($ bn) 3.51 5.74 -38.7

Lending (WC) 8.85 8.92 -6.89

Deposit 1M 3.24 3.31 -7.36

Savings 0.73 0.76 -2.84

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

index (CCI)
118.5 113.4 95.5 

UK Pound 0.739 0.753 1.91 

Euro 0.880 0.883 0.44 

Japanese Yen 115.1 112.8 -2.00

Chinese RMB 6.356 6.368 0.19 

Indonesia Rupiah 14,253 14,343 0.63 

Capital Mkt 1-Jan -1 mth Chg (%)

JCI 6,581.5 6,507.7 1.13 

DJIA 36,338.3 34,022.0 6.81 

FTSE 7,384.5 7,168.7 3.01 USA N/A 61.1 0 

Nikkei 225 28,791.7 27,935.6 3.06 Eurozone 58.0 58.4 -40

Hang Seng 23,397.7 23,658.9 -1.10 Japan 54.2 54.5 -30

China N/A 49.9 0 

Korea 51.9 50.9 100 

Stock 2,286.1 2,233.2 52.91 Indonesia 53.5 53.9 -40

Govt. Bond 893.0 918.5 -25.47

Corp. Bond 0.0 22.4 -22.42

-2.6 5.3 3.7 

Chg 

(bps)
NovDec

Money Mkt Rates 1-Jan -1 mth
Chg 

(bps)

Bank Rates (Rp) Sep Aug
Chg 

(bps)

Foreign portfolio 

ownership (Rp Tn)
Dec Nov

Chg         

(Rp Tn)

External Sector

Prompt Indicators

Car sales (%YoY) 

Manufacturing PMI

Cement sales (%YoY)  

Motorcycle sales 

(%YoY)

Central bank reserves 

($ bn)

95.6 39.9 22.0 

Nov Oct
Chg 

(%)

Oct SepNov

145.9 145.5 0.30 

62.4 54.1 73.2 
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Indonesia – Economic Indicators Projection  

*   Provisional numbers for 2021 

** Estimation of Rupiah’s fundamental exchange rate 
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Gross Domestic Product (% YoY) 

GDP per Capita (US$) 

Consumer Price Index Inflation (% YoY) 

BI 7 day Repo Rate (%) 

USD/IDR Exchange Rate (end of year)** 

Trade Balance (US$ billion) 

Current Account Balance (% GDP) 

5.1 

3877 

3.6 

4.25 

13,433 

11.8 

-1.6 
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3927 

3.1 

6.00 

14,390 
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-3.0 

5.0 

4175 

2.7 

5.00 

13,866 

-3.2 

-2.7 

-2.1 

3912 

1.7 

3.75 

14,050 

21.7 

-0.4 

4.0* 

4350* 

1.9 

3.50 

14,262 

36.1* 

0.6* 

5.2 

4640 

3.3 

4.0 

14,660 

30.6 
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