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Indonesia 

BI watchful of external risks 

 

• Bank Indonesia (BI) kept its policy rate unchanged at 4.75% in its 
April meeting, in line with consensus and our expectations.  
 

• External considerations remain central to BI’s policy calculus, with BI 
focusing on IDR stability amid volatile capital flows and ‘twin 
deficits’.    

 

• BI's bias remains neutral, in our view, supporting our baseline of no 
change to the policy rate this year. However, should external 
pressures build, rate hikes cannot be ruled out.  
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Bank Indonesia (BI) held its policy rate unchanged at 4.75% for a seventh consecutive month, 

in line with both consensus and our expectations. Policy deliberations continued to be 

dominated by heightened global uncertainty, with BI emphasising the need to preserve 

rupiah stability while maintaining sufficient policy support for domestic growth.  

 

The global growth backdrop has been under pressure given heightened tensions in the 

Middle East, prompting BI to modestly lower its 2026 global growth forecast further to 3.0% 

from 3.1% previously. BI also revised higher its global inflation forecast to 4.2% from 4.1% 

previously, reflecting elevated oil and commodity prices. According to BI, these 

developments further narrow the scope for global monetary easing, with the likelihood that 

US Fed Funds Rate (FFR) cuts may be delayed until late 2026 or potentially postponed 

altogether.  

 

 

External considerations remain central to BI’s policy calculus. The economy experienced net 

equity (USD1.9bn) and bond (USD1.5bn) outflows with net SRBI inflows (USD1.8bn) in 1Q26, 

with outflows intensifying in March. According to BI, as of April 20, 2026, capital flows again 

recorded net inflows of USD1.9bn, primarily supported by foreign capital inflows into Bank 

Indonesia Rupiah Securities (SRBI) and SBN. BI also noted that continues to actively manage 

IDR stability through FX interventions across offshore NDF, onshore spot, and DNDF 

markets. Measures to tighten FX transaction thresholds, first communicated last month, 

were formally implemented from April.  
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More fundamentally, BI widened its current account deficit forecast for 2026 to 0.5–1.3% of 

GDP, from 0.1–0.9% at the 17 March meeting. The adjustment underscores ongoing external 

vulnerabilities, particularly in the context of elevated global energy prices. BI’s repeated 

emphasis on strengthening the balance of payments (BOP) reinforces the importance of 

external stability in its policy framework and is consistent with our view that Indonesia 

remains susceptible to fiscal and external risks stemming from higher oil prices (see ASEAN-

5 & India: Higher inflation and marginally slower growth, 27 March 2026).  

 

‘Twin deficit’ pressures on the current account and fiscal side continue to exacerbate 

external vulnerabilities. The authorities are committed to keeping the fiscal deficit within 

the 3% of GDP legal limit and have introduced various measures to do so. Notwithstanding, 

the fiscal equation will be watched closely considering that the fiscal deficit until March 

reached ~35% of the annual deficit.  

 

On the domestic front, BI signalled a more constructive tone. Incoming indicators suggest 

that economic growth in 1Q26 has improved, supported by resilient domestic demand. 

Household consumption is expected to remain firm in line with the Idulfitri period, alongside 

sustained government spending including social transfers and cash transfers, while 

investment momentum tied to priority government programmes continues to provide 

additional support. Statistics Indonesia (BPS) will release the 1Q26 GDP data on 5 May 2026, 

while Coordinating Minister for Economic Affairs Airlangga Hartarto has previously noted 

that he is “optimistic” that the economy will grow by “around 5.5%” in 1Q26. The economy 

grew 5.4% in 4Q25 and 5.1% in 2025. BI maintained its 2026 growth forecast at 4.9–5.7%, 

signalling confidence in domestic demand as the primary growth anchor amid external 

headwinds. We expect 2026 GDP growth to average 5%.  

 

 

BI was relatively comfortable with the inflation outlook noting that headline CPI had eased 

materially to 3.5% YoY in March from 4.8% in February. While this was largely due to base 

effects from the expiration of electricity discounts provided in 1Q26 supporting lower 

utilities CPI of 7.2% in March from 16.2% in February. Transportation CPI, however, rose to 

0.6% YoY from 0.1%, though remain modest as subsidized fuel prices remain unchanged.  

We expect headline CPI to average 3.0% in 2026 versus 1.9% in 2025.  
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From a policy standpoint, while no new macroprudential measures were announced, BI 

reiterated its accommodative policy settings. This includes (i) a Countercyclical Capital 

Buffer (CCyB) ratio of 0%, (ii) a Macroprudential Intermediation Ratio (RIM) in the range of 

84–94%,  (iii) a Net Open Position on Foreign Funding (RPLN) capped at 35% of bank capital, 

(iv) a Macroprudential Liquidity Buffer (PLM) ratio of 4%, with repo flexibility of 4%, and 

(v) a Sharia Macroprudential Liquidity Buffer (PLM Syariah) ratio of 2.5%, with repo flexibility 

of 2.5%. BI also reaffirmed its commitment to optimising the implementation of existing 

instruments, particularly the Macroprudential Liquidity Incentive (KLM), to further support 

credit growth and policy transmission. Loan growth remained stable in March, improving 

slightly to 9.5% YoY from 9.4% in February. BI kept its credit growth target of 8-12% in 2026. 

 

As such, BI's bias remains neutral underscoring our baseline of no change in the policy rate 

this year. However, should external pressures build, rate hikes cannot be ruled out. 
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Disclaimers 

 

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 Securities Private Limited (“OSPL”) and their respective related compan ies, their respective directors 

and/or employees (collectively “Related Persons”) may or might have in the future, interests in the investment products or the issuers 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, 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 or 

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, OSPL and their respective 

connected and associated corporations shall be understood as neither given nor endorsed. 
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Additional disclosures and disclaimers applicable only to clients of Bank of Singapore Limited  

 

This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866R) (“BOS”) and 

Oversea-Chinese Banking Corporation Limited (“OCBC Bank”) (Co Reg. No.: 193200032W). BOS and OCBC Bank shall not be responsible or liable 

for any loss (whether direct, indirect or consequential) that may arise from, or in connection with, any use of or reliance on any information 

contained in or derived from this material, or any omission from this material, other than where such loss is caused solely by BOS’ or OCBC Bank’s 

wilful default or gross negligence. 

 

The DIFC Branch of BOS has not conducted or produced any research contained in this material and is acting solely as a conduit in forwarding 

it to you. 

 

For BOS clients in the United Kingdom: 

This research has been prepared by OCBC Bank and made available to BOS. It is intended solely for informational purposes and does not 

constitute investment advice, a personal recommendation, or an offer or solicitation to buy or sell any financial instruments. Any payments or non-

monetary benefits received or paid will be fully disclosed in accordance with applicable regulations, promptly and transparently, and will not 

influence the advice or services offered to you. If you would like more information about any inducements received, please contact your 

Relationship Manager. 
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