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 Indonesia’s FX reserves stood at USD 137.5 Bn at the end of June 2023, representing a decline 

of USD 1.8 Bn compared to previous month’s figures. The decline was largely expected due 

to maturing global bonds amounting to around USD 1.6 Bn last month, whereas no new global 

bonds were issued in the same month. Dividend repatriation could also contribute to the 

decline in June, but likely not as much of a contributing factor compared to the month prior 

due to its seasonal nature. 

 The drop in FX liquidity may also indicate the continued slowdown in our trade balance, which 

fell to a three-year low in May (USD 0.44 Bn). Indeed, prices for Indonesia’s key export items, 

such as coal and CPO, have each declined by 20.0% MoM and 5.4% MoM in June. Such decline 

in prices went hand-in-hand with declining demand from China, with the official PMI data 

pointing to manufacturing contraction in three straight months.  

 This thinner cushion may seem like bad news for the IDR, given recent global backdrop. The 

Dollar index has been picking up since the Fed made its “hawkish pause”, as more investors 

now believe in a July hike. It has also been further burdened by the pressures on the CNY 

and JPY, which – in typical fashion – exerted collateral damage on regional currencies. 

 Despite all these concerns, however, the IDR has performed startlingly well. Its depreciation 

in June (-0.82% MoM) was wider than the PHP, but much better than the MYR and THB. Both 

the CDS premium and the non-deliverable forward (NDF) spread against spot IDR have also 

stayed near historic lows – which testify to the perception of resilience among foreign 

investors. Small wonder, then, that foreign capital continued to record inflows for both bonds 

(USD 575.4 Mn) and equities (USD 36.6 Mn), albeit narrower than before. 

 That said, we feel justified in our view that the USD/IDR levels fundamentally lies at around 

14,700 – 15,200 for the year, unlike some of the more optimistic voices earlier in the year. 

While there is relatively limited downside for the IDR compared to other currencies, there are 
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precious few catalysts for renewed appreciation barring an outright pivot by the Fed. The 

falling commodity prices, especially, put a hard ceiling on the current account and may also 

dampen investors’ appetite for Indonesian equities. 

 Overall, the drop in the FX reserves is still not too concerning at the moment, considering 

that it has been more heavily influenced by seasonal and temporary factors. But the smaller 

“margin of error” for IDR strengthens our belief that BI would likely maintain the BI7DRR at 

5.75% for the time being (instead of cutting rates), while fiscal and Elections-related spending 

would take precedence in boosting growth in H2-23. 
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Panel 2. Banks’ placement at BI has likely declined due to dividend payouts  
and maturing bonds 
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Panel 4. Increased foreign inflow improve domestic FX liquidity 

 

Source: BI, Bloomberg 

Panel 3. Capital inflows continue to rise reflecting foreign investor’s  
confidence on the Indonesian economy 

Source: Bloomberg 
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Panel 5. FX reserves remain adequate to cover potential outflows 
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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 

*Estimated number 

** Estimation of Rupiah’s fundamental exchange rate 
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