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Moody’s changes outlook from
stable to negative Senion ASEAN it
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e Moody’s Ratings changed Indonesia’s sovereign credit rating
ASEAN Economist

outlook from ‘stable’ to ‘negative’. It affirmed the local and foreign
currency long-term issuer ratings at Baa2.

o Notwithstanding the upside surprise to 4Q25 GDP growth, this
outlook downgrade by Moody’s is another blow for policy
perceptions, dampened by a flurry of bad news since early 2026.

o Sentiment will likely remain volatile in the near-term. The responses

of the authorities will be watched even more closely, as credible
policy choices remain a necessity to avert a credit rating downgrade.
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Moody’s Ratings changed its outlook on Indonesia’s sovereign credit ratings to ‘negative’
from ‘stable’. The credit rating is maintained at Baa2. S&P Global and Fitch Ratings have
Indonesia’s sovereign at an equivalent rating of BBB, with a stable outlook.

The main rationale for the outlook change by Moody’s is “reduced predictability and
coherence in the policy making process, alongside less effective policy communication”. This
has “raised risks to Indonesia’s policy credibility among investors, as reflected in increased
equity and foreign-exchange market volatility”. Moody’s added that a “greater focus on
using public spending to drive growth poses fiscal risks, particularly given Indonesia’s weak
revenue base”. On the drive to push public spending, Moody’s noted that it “raises risks of
a wider fiscal deficit and points to emerging weaknesses in policy planning and
communication, with implications for policy credibility”. It added that the establishment of
Danantara has “raised uncertainties regarding financing, governance, and investment
priorities”.

Factors that could lead to a downgrade include “1) a sustained shift to a more expansionary
fiscal policy without accompanying revenue reform, reflecting weaker policy cohesion and
coordination; 2) a significant deterioration in the external position, such as from prolonged
currency depreciation or capital outflows, with ramifications for debt affordability and, over
time, foreign exchange reserve adequacy; and/or 3) a material weakening in SOEs financial
health and poor returns on SOE investments related to insufficiently strong governance of
Danantara”. By contrast, a return to a ‘stable’ outlook, would require policy credibility
remaining “buttressed by enhanced clarity and consistency of policy and demonstrated
commitment to reform and policies conducive to macroeconomic and financial stability.”

Notwithstanding the upside surprise to 4Q25 GDP growth, this outlook downgrade by
Moody’s is another blow for policy perceptions, dampened by a flurry of bad news since
early 2026. These include perceptions of fiscal policies walking a fine line in holding to
longstanding guardrails, including the legal deficit limit of 3% of GDP, personnel changes at
Bank Indonesia and the MSCI’s recent conclusion on its consultation which led to heightened
volatility of the Jakarta Composite Index.

The Moody’s outlook downgrade is a warning shot, which could trigger other ratings
agencies to follow suit, particularly if the nature of policymaking remains subject to a
heightened degree of uncertainty. Sentiment will likely remain volatile in the near-term. The
responses of the authorities will be watched even more closely, as credible policy choices
remain a necessity to avert a credit ratings downgrade over the course of the next twelve
to eighteen months.
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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 orin 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 tfrading 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 fo 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 intfended 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 freated 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 issuers mentioned herein. Such interests include
effecting fransactions 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”) fo any person or entity (including, without limitation, any overseas office, aoffiliate, parent entfity,
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 Il, 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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This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866R) (the “Bank”) and Oversea-Chinese
Banking Corporation Limited (*OCBC Bank") (Co Reg. No.: 193200032W). The Bank 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 the Bank's or OCBC Bank's wilful default or gross negligence.

Please refer to https://www.bankofsingapore.com/Disclaimers_and_Disclosures.html for cross-border marketing disclaimers and disclosures.
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