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Indonesia 

Mind the fiscal gap 

 

• The 2025 fiscal deficit widened to 2.92% of GDP from 2.30% in 2024, 
above the revised target of 2.78% of GDP. The weakness in revenue 
collections amid still higher expenditure needs lead to the widening 
of the deficit in 2025.  

 

• For 2026, the fiscal deficit target is 2.68% of GDP. Achieving this fiscal 
deficit relies on higher revenue mobilisation amid still elevated 
expenditure outlays. We do not rule out the risk of fiscal slippage this 
year. We forecast a wider fiscal deficit of 2.8% of GDP.  

 

• With the fiscal impulse expected to be contractionary to neutral, the 
onus to support growth will continue to fall to monetary policy. 
However, BI will need to be opportunistic in finding a sweet spot to 
cut rates this year given IDR depreciation pressures.  
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Fiscal deficit sharply in 2025 versus 2026 

The fiscal deficit widened to 2.9% of GDP in 2025 from 2.30% of GDP in 2024. The fiscal 

deficit exceeded the government’s target of 2.78% of GDP and close to the legal fiscal deficit 

of 3% of GDP. The wider deficit was driven by weaker revenue growth even as expenditures 

undershot the full year target. Both expenditure disbursements and revenue collections 

underachieved vis-à-vis the full year target. 

 
 

Revenue collections remained weak 

The weakness in revenue growth was broad-based. Non-tax revenues dropped by 8.6% YoY 

in 2025 versus -4.8% in 2024. Lower commodity prices, namely crude oil, CPO, nickel and 

coal prices, weighed on non-tax revenue collections. Notwithstanding, non-tax revenue 

collections exceeded the government’s target touching 111.9% of the outlook. By contrast, 

tax revenue collections fell short of the government’s target achieving only 92.9% of the 

budgeted amount. Tax collections dropped by 0.6% YoY in 2025 from 3.6% in 2024. Gains in 

tax revenue collections fell short of nominal GDP growth for much of 2025, with some 

teething issues in newer tax administration measures weighing on collections at the start of 

20251.  

 

Expenditure disbursements improved in 2H25 

On the expenditure front, disbursements rose at a slower rate of 2.7% YoY in 2025 versus 

7.6% in 2024, undershooting the government’s full year target. Expenditures hit a 

disbursement rate of 97.8%. Within this, central government expenditures rose by 4.2% YoY 

versus 11.4% in 2024. The expenditure mix was positive in that capital expenditures growth 
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was strong at 20.3% YoY versus 17.3% in 2024, driving central government expenditures to 

a greater degree than current expenditures. 

 

Current expenditure growth slowed to 1.6%YoY versus 10.5% in 2024, by our estimates. This 

was likely driven mainly by subsidy spending, which dropped by 3.8%YoY in 2025 from 8.6% 

in 2024 reflecting lower global oil prices. Material spending growth slowed to 7.9%YoY from 

20.9% in 2024 while social assistance expenditures were up 20.4% YoY versus -1.1% in 2024. 

The government announced stimulus packages worth IDR110.7trn (0.5% of GDP) in 2025. 

 

 

Transfers to regions fell by 1.7%YoY in 2025 from -2.0% in 2024. The disbursement rate 

stood at 98.3%. The drop in the transfers to region highlights the change in fiscal priorities 

adopted by the Prabowo administration. Expenditures are focused on central government 

spending supported by flagship schemes such as the free meals and free health checkup 

schemes. The disbursement rate for the free meal scheme reached 72.5% (IDR51.5trn of 

IDR71trn) while expenditure for the free health checkup stood at IDR2.1trn. 

 

The deficit financing was lower than budgeted at IDR736.3trn versus the budgeted 

estimates of IDR772.9trn, i.e. 94.9% of target. In its official presentation, the MoF noted that 

debt financing is done carefully and measuredly to minimise costs and control risks. We 

expect public debt to GDP to be around 39.9% of GDP by end-2025, similar to 39.86% of 

GDP as of end-June 20252. This is well below the legal limit of 60% of GDP.  

 
2 Indonesia's debt ratio at 39.86 percent of GDP, still at safe level, Antara, 10 October 2025.  
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Challenges for Budget 2026 

The expenditure focus for 2026 will likely remain on flagship schemes. Expenditures are 

projected to rise by 11.3% YoY in 2026, with central government expenditures projected to 

rise by 21% YoY and transfers to region expected to drop 18.4% YoY. The rise in central 

government expenditure underscores the focus on the flagship free meals scheme, which 

at last estimate is expected to rise to IDR335trn3 (1.4% of GDP) in 2026, i.e. a whopping 

550%YoY increase compared to the realisation of IDR51.5trn in 2025. Nutrition fulfilment 

centers (SPPG) are expected to rise to 35,000 from 19,343 in 2025. We expect the absorption 

rate for the scheme will likely improve in 2026 compared to 2025, however, we still see it as 

challenging to meet the full year 2026 forecast. We forecast overall expenditure growth to 

be less than budgeted at 6.4% YoY; this assumes that the cutbacks in transfers to regions 

are followed through.  

 

 

We see the revenue equation as more challenging for 2026 amid a relatively soft growth 

outlook. Budgeted revenues are forecasted to increase by 14.4%YoY in 2026, with tax 

revenues set to rise by 21.5% and non-tax revenues drop by 14%YoY versus -8.6% in 2024. 

Our forecast is that tax revenues, which have trailed nominal GDP growth in 2025, will 

remain lackluster. That said, there is a favourable base effect in play in 1Q26 after which we 

expect to see some moderation in tax revenue gains for the remainder of 2026. 

Fundamentally, we expect 2026 GDP growth to slow to 4.8%YoY versus 5.0% in 2025, 

weighing on nominal GDP growth prospects and in turn tax revenue collections.  

 
3 Bakal Habiskan Rp335 T di 2026, Ini Pesan Prabowo Soal MBG, CNBC Indonesia, 7 January 2026.  
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Meanwhile, non-tax revenues are budgeted to drop by 14% YoY. The recent rally in 

commodity prices – nickel, aluminum and copper – could bode well for non-tax revenue 

collections if sustained for the remainder for 2026. However, the CPO, coal and crude oil 

have rallied to a lesser extent or even remained stable capping the support for non-tax 

revenues. Notwithstanding, we forecast the contraction in non-tax revenues to be narrower 

than budgeted at -5.0%YoY.  

 

The government’s fiscal deficit target for 2026 remains 2.68% of GDP. However, based on 

our estimates, we expect some slippage and forecast a fiscal deficit of 2.8% of GDP. Finance 

Minister Purbaya Yudhi Sadewa noted that the fiscal deficit will not exceed the 3% GDP legal 

deficit limit. While public debt levels are still lower than regional peers and well below the 

legal limit of 60% of GDP, we see investors and market participants also focused on the 

government’s adherence to the fiscal deficit limit which implicitly acts as a guardrail against 

fiscal excesses.  

 

IDRtrn (unless stated) 

2025 2026 

% YoY 

2025 2026 

Outlook Realised*  
% of 

outlook 

Budget 
estimates 

(BE)  

OCBC 
estimates 

Actual BE OCBC 

Government Revenue 
and Grant 

2865.5 2756.3 96.2 3153.6 2947.8 

  

-3.3 14.4 6.9 

 Domestic Revenue 2864.5 2752.0 96.1 3152.9 2947.1 -2.3 14.6 7.1 

  Tax 2387.3 2217.9 92.9 2693.7 2439.7 -0.6 21.5 10.0 

  Non-Tax 477.2 534.1 111.9 459.2 507.4 -8.6 -14.0 -5.0 

 Grant 1.0 4.3 430.0 0.7 0.7 -87.5 -83.7 -83.7 

Government 
Expenditure 

3527.5 3451.4 97.8 3842.7 3672.6 2.7 11.3 6.4 

 Central Government 2663.4 2602.3 97.7 3149.7 2979.6 4.2 21.0 14.5 
 Transfer to regions 864.1 849.0 98.3 693.0 693.0 -1.7 -18.4 -18.4 

Government Deficit or 
Surplus 

-662.0 -695.1 n.a -689.2 -724.8 n.a n.a  n.a. 

% GDP -2.78 -2.92 n.a -2.68 -2.8 n.a n.a  n.a. 
Note: *Unaudited figures. Source: MoF, CEIC, OCBC Group Research.  

 

The onus is still on monetary policy to support growth 

With the fiscal impulse neutral to mildly contractionary, the onus to support economic 

growth still falls to monetary policy. BI will need to be opportunistic in finding a sweet spot 

to cut rates this year. BI noted it will still look for room to lower the policy rate at its 17 

December meeting. Our baseline is for BI to deliver a cumulative 50bp in rate cuts in the 

current easing cycle. However, we will continue to assess whether BI has the room to deliver 

these cuts, which will likely need to be spaced out throughout the year.  
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This report is solely for information purposes and general circulation only and may not be published, circulated, reproduced or distributed in whole or in part to any other 

person without our prior written consent. This report should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments 

mentioned herein or to participate in any particular trading or investment strategy. Any forecast on the economy, stock market, bond market and economic trends of 

the markets provided is not necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained herein has been 

compiled from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in this report is not untrue or misleading 

at the time of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it without first 

independently verifying its contents. The securities/instruments mentioned in this report may not be suitable for investment by all investors. Any opinion or estimate 

contained in this report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment 

objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever 

is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion or estimate. This 

report may cover a wide range of topics and is not intended to be a comprehensive study or to provide any recommendation or advice on personal investing or 

financial planning. Accordingly, it should not be relied on or treated as a substitute for specific advice concerning individual situations. Please seek advice from a 

financial adviser regarding the suitability of any investment product taking into account your specific investment objectives, financial situation or particular needs before 

you make a commitment to purchase the investment product. In the event that you choose not to seek advice from a financial adviser, you should consider whether 

the investment product mentioned herein is suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OCBC 

Investment Research Private Limited (“OIR”), OCBC Securities Private Limited (“OSPL”) and their respective related companies, their respective directors and/or 

employees (collectively “Related Persons”) may or might have in the future, interests in the investment products or the issue rs mentioned herein. Such interests include 

effecting transactions in such investment products, and providing broking, investment banking and other financial or securities related services to such issuers as well as 

other parties generally. OCBC Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products. There may be conflicts 

of interest between OCBC Bank, BOS, OIR, OSPL or other members of the OCBC Group and any of the persons or entities mentioned in this report of which OCBC Bank 

and its analyst(s) are not aware due to OCBC Bank’s Chinese Wall arrangement. This report is intended for your sole use and information . By accepting this report, you 

agree that you shall not share, communicate, distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained 

herein (such report, part thereof and information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, parent entity, 

subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance o r similar. In particular, you agree not 

to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is subject to the Markets in Financial Instruments 

Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as 

implemented in any jurisdiction. No member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant Entity with any law, rule, 

regulation, guidance or similar (including, without limitation, MiFID II, as implemented in any jurisdiction). 

 

The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets, markets 

or companies. Actual events or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance. 

 

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible for 

delivery of the message to such person), you may not copy or deliver the message and/or report to anyone. Opinions, conclusions and other information in this 

document that do not relate to the official business of OCBC Bank, BOS, OIR, OSPL and their respective connected and associated corporations shall be understood 

as neither given nor endorsed. 
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