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• Indonesia recorded a massive trade surplus of USD 4.53 Bn in March 2022, the 

largest surplus since Oct-21. The increase was driven by surging exports (44.36% 

YoY, 29.42% MoM) and imports (30.85% YoY, 32.02% MoM), blazing past the more 

modest expectations of most analysts. 

• The overwhelmingly positive performance of the last month's trade balance warrants 

some explanation, especially against the backdrop of a more pessimistic analyst 

consensus. Rising oil prices and increasing domestic demand in anticipation of the 

high spending season during Ramadan were always expected to boost imports in 

March. Nevertheless, the violent upsurge of commodity prices in the wake of the 

Russia-Ukraine war and the ensuing sanctions proved to be a significant stimulant for 

the trade balance. Indeed, exports have reached USD 26.5 Bn last month, the highest 

level since the post-pandemic commodity rally began. Moreover, the balance of prices 

(terms of trade) should remain in Indonesia’s favor in the coming months, as new 

rounds of sanctions against Russia put in place by the EU had largely stopped the 

temporary lull in commodity prices. 

• Although the March trade surplus has exceeded the initial expectations of most 

analysts, the figure still somewhat underperformed relative to our expectations based 

on terms-of-trade adjusted commodity prices. As before, part of this may be 

attributable to the domestic market obligation (DMO) policy, which is part of the 
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government’s effort to control domestic prices. The rules were actually changed 

significantly in March, with the DMO on CPO abolished while the ratio of coal that has 

to be sold domestically were increased to 30%. This would provide a natural 

experiment for April’s data, with CPO exports expected to rise while that of coal may 

dip again, at least volume-wise. 

• The other reason for the 

underperformance was of course 

the strong imports, reflecting a 

continued economic recovery 

supercharged by a triumvirate of 

high oil prices, seasonal demand 

and expansion of manufacturing 

activity (Chart 1). Further 

economic recovery may stimulate higher imports, especially considering the 

government’s energy price control mechanisms that essentially encourages 

consumers (including the upper- and middle-classes) to consume more petrol, LPG, 

and electricity, at least for the time being. 

• Given the continued high commodity prices, and the ever dimmer prospects of a quick 

return to normalcy with respect to Russia, outsized trade surplus may continue to be 

the norm for the remainder of the year. China now looms as the big X-factor for 

Indonesia’s trade outlook, as the ongoing lockdown in major cities threaten to derail 

the demand for Indonesia’s commodities. Still, there is a ray of hope in the form of 

the Chinese government, which seems hell-bent on achieving its growth target 

despite the challenging circumstances. To that end – and as suggested by the Q1 

GDP data – it has engaged in a renewed bout of fixed-asset investment, which should 

bode well for Indonesia’s coal, nickel, and copper, among others.  

• Over the medium-term however, the current monetary policy tightening trend in the 

US presents as the main threat to Indonesia’s exports. The unyielding high inflation 

has led to the flattening of retail sales as prices of goods surge past the demand-

breaking level (chart 2). The Fed’s aggressively hawkish stance would further cool 

consumer demand in the US, limiting retail sales in the US which serve as a blow to 

Indonesia’s expanding manufacturing sector as the US marks a major export market 

for Indonesia’s manufacturing products. 

• Ultimately then, while the specter of the global economic slowdown might put a brake 

on exports, such threats might not be enough to derail Indonesia’s trade surplus 

considering that the high commodity prices still breeze in Indonesia’s favour. 

Therefore, enough hard currency would still be available for Bank Indonesia to launch 

its triple intervention strategy to protect Rupiah’s stability, while at the same time 

robust energy price control mechanisms would help to tame inflation at a relatively 

benign level. Hence, we still expect Bank Indonesia to raise the policy rate later rather 

than sooner despite the continuous outflows in the debt market. 

“Outsized trade surplus may continue to be 

the norm for the remainder of the year. 

However, China now looms as the big X-

factor for Indonesia’s trade outlook, as the 

ongoing lockdown in major cities threaten to 

derail the demand for Indonesia’s 

commodities.” 
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Chart 2. …while lower consumer demand in key trading partners could limit exports in 

the upcoming periods 

Source: Bloomberg 
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Chart 1. Higher domestic demand corollary to the continued economic recovery would 
further drives up imports… 

Source: BPS 
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Selected Macroeconomic Indicator 

 
Source: Bloomberg, BI, BPS 
Notes: 
^Data for January 2022 
*Data from earlier period 
**For changes in currency: Black indicates appreciation against USD, Red otherwise 
***For PMI, >50 indicates economic expansion, <50 otherwise 
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 Indonesia – Economic Indicators Projection 

** Estimation of Rupiah’s fundamental exchange rate 
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