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 Bank Indonesia (BI) decided to keep its benchmark policy rate (BI7DRR) at 6.25% in its latest 

meeting, aligning with analysts’ expectations. This decision follows a modest recovery of the 

Rupiah throughout the month, with the currency slightly below the psychological threshold of 

16,000 to the US Dollar just before the meeting. 

 Interestingly, currencies of other emerging markets (EMs) also recovered in May, suggesting 

that the Rupiah's recovery is largely due to easing external conditions. US inflation fell slightly 

to 3.4% YoY in April, leading to a brief decline in Fed funds futures. However, it is unlikely 

that US inflation will decrease dramatically in the near future, given that commodity prices 

remain high. 

 As a result, the risk of IDR depreciation is still lurking, ready to be activated by some US data 

or geopolitical shock. The anticipated wider current account deficit in Q2-24, due to ongoing 

dividend repatriation and higher services imports, could also put additional pressure on the 

Rupiah. However, BI is unlikely to raise rates to pre-empt such risks, given the expected 

slowdown in GDP growth in the coming months. 

 On the other hand, domestic liquidity conditions appear to be improving despite the uncertain 

global environment, with deposit growth reaching 8.21% YoY in Apr-24. This improvement 

can be attributed to a recovery in exports driven by the metals sector and increased 

government spending earlier in the year. Continued expansion in China’s manufacturing 

sector has also supported demand for coal and some industrial minerals, but Indonesia's 

terms of trade, although improved, remains below its 2021-22 heyday, meaning that the CA 

is necessarily in deficit if we are to grow around 5%. 

 BI’s issuance of SRBI has successfully attracted foreign liquidity, resulting in an increase in 

foreign ownership of SRBI rising from Rp 71.6 Tn (18.2% of total outstanding) as of April 23, 

2024, to Rp 142.9 Tn (28.1% of total outstanding) as of May 21, 2024. However, there is a 

Executive Summary 

 BI has kept the BI7DRR at 6.25% in its latest meeting, following the modest recovery of 

Rupiah throughout the month.  

 Risks of IDR depreciation is still lurking, but BI is unlikely to raise rates to pre-empt such 

eventualities, given the expected slowdown in GDP growth in the coming months.  

 Domestic liquidity appears to be improving due to the recovery in exports and increased 

government spending in the beginning of the year.   

 A future rate hike of around 25 – 50 basis points is not out of the question, given the frequent 

shifts in global rate expectations. 
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concern that SRBI is competing with government bonds (SBN) for domestic and foreign funds, 

given the higher yields and shorter tenor it offers. While this concern is currently mitigated 

by the government’s substantial excess budget balance (SAL), it could become more 

significant challenge if the government’s borrowing needs increase in the future. 

 While BI has emphasized that maintaining a stable Rupiah is a top priority, BI is likely to be 

less reactive to signs of IDR weakening due to more pressing growth concerns at home. A 

slightly weaker Rupiah could also theoretically help boost growth by making Indonesian goods 

more attractive in the global market while curtailing domestic import demand. However, a 

future rate hike of around 25 – 50 basis points is not out of the question, given the frequent 

shifts in global rate expectations. 
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Panel 1. Domestic banks’ placement in BI is increasingly skewed towards SRBI.  

% YoY Panel 2. The benchmark SBN yield slightly declined,  
thanks to BI’s increasing presence in the SBN market. 
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Panel 3. Deposit growth continues to show increasing improvement. 

Source: MoF, Bloomberg, BCA Economist 

Panel 4. The slight narrowing of the real rate differential between Indonesia and the US can be 
attributed to the slight decline in US inflation in Apr-24.  

Source: BI, Bloomberg, BCA Economist 
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Selected Macroeconomic Indicators 
 

 
Source: Bloomberg, BI, BPS 
Notes: 
*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 

*Actual number 

** Estimation of Rupiah’s fundamental exchange rate 
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