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Economic data Jun-25 Dec-25 Jun-26
Spot Rate 16.280 16.883 18.060
Foreign reserve (USD 520 182 149
bn)

Inflation (% YoY) 187 4,76 3,08
Core inflation (%YoY) 2,37 2,63 2,59
Export growth (%YoY) 129 101 2198
Import growth (%YoY) 4,28 10,85 22,49
Trade balance (USD 2104 1273 89
mn)

PMIManufacturing 46,9 538 50
consumer ws 252 23
confidence

Car sales (unit) 57.800 81250 80.776
Rate information Jun-25 Dec-25 Jun-26
BI-7 Day Repo Rate 600 475 475
(%)

2Y Gov't yield (%) 6,17 512 6,96
5Y Gov't yield (%) 6,41 5,96 6,95
0Y Gov't yield (%) 6,76 6,61 6,88
30Y Gov't yield (%) 7,04 6,80 7,02
CDSs 7798 83,86

M Deposit rate (%) 4,00 356 373

Source: Bloomberg
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Emergency Rate Hike

I Rupiah pressure forces Bl into front-loaded and reactive tightening

Bank Indonesia (Bl) accelerated its tightening cycle with a further 25 bps hike t0 5.50% at the
9 June 2026 RDG, coming shortly after the outsized 50 bps increase in May, effectively
compressing what would typically be a gradual hiking cycle into a short, front-loaded
adjustment phase. This sequencing highlights a reactive policy posture, driven less by
domestic overheating and more by acute external pressures—namely rupiah depreciation
toward ~18,000, persistent portfolio outflows from equities, and elevated global risk aversion
linked to Middle East tensions and higher oil prices.

The decision to lift the Deposit Facility to 4.50% and Lending Facility to 6.25% reinforces Bl's
intent to tighten the entire rate corridor, re-establishing interest rates as the primary
signaling tool after a period where FX intervention and liquidity tools dominated. Importantly,
the speed and timing of the move suggest Bl is prioritising credibility and currency defense
over growth smoothing, especially as markets begin to question the adequacy of Indonesia’s
external buffers amid a narrowing trade surplus and rising imported inflation risks.

I Policy mix shifts toward yield engineering and liquidity defense

What stands out is not just the rate hike itself, but the breadth of accompanying measures,
indicating that Bl is effectively engineering the yield structure of rupiah assets to attract
foreign inflows. The increase in SRBI yields across tenors, combined with reduced hedging
costs (swap incentives), directly targets foreign investors’ carry trade calculus, making
Indonesia more competitive relative to other EMs amid a high-rate global environment. At the
same time, the reopening of repo windows and the commitment to keep primary liquidity (MQO)
growing at double digits reflect Bl's attempt to avoid an unintended domestic liquidity
squeeze, especially as funding costs rise.

This dual approach—tightening externally while cushioning domestically—suggests Bl is
walking a fine line between defending the rupiah and maintaining financial system stability.
Market-wise, this has already translated into higher front-end rates, a steeperyield curve, and
continued demand for short-dated instruments (SRBI & govies, while the long end remains
under pressure due to elevated risk premia and uncertainty over fiscal and external dynamics.

89,59
I Market signals point to rising external fragility and further tightening risk

The macro backdrop increasingly points to rising external fragility, with equity outflows
(~USD1.3bn), a near-zero trade surplus, and re-accelerating inflation eroding Indonesia’s
external buffers, while FX reserves trend lower amid continued intervention. At the same
time, inflows are becoming concentrated in short-term instruments like SRBI, signalling
defensive, yield-seeking behaviour rather than long-term confidence, making flows more
reversible.

While Bl has stabilised near-term FX through higher yields, the underlying vulnerability
remains, reinforcing a clear tightening bias. As such, further rate hikes of 25-50 bps remain
likely, implying continued pressure on yields, persistent FX volatility, and tighter financial
conditions that could weigh on growth into 2H26.

I A prolonged hold with tightening risks emerging

External conditions are increasingly driving Indonesia’s macro outlook, with fragile capital
flows, a near-zero trade surplus, and rising inflation weakening the country’s external buffer
and amplifying rupiah sensitivity to global shocks. Foreign flows have become more defensive
and short-term, with equity outflows offset mainly by inflows into high-yield instruments like
SRBI, suggesting weaker confidence and more reversible positioning.

While Bl has managed to stabilise near-term FX through higher yields, the underlying
dynamics point to persistent external vulnerability, keeping policy firmly biased toward
tightening. As a result, further rate hikes of 25-50 bps remain likely in 2026, as Bl prioritises
rupiah stability, inflation control, and maintaining attractive yields for foreign investors,
implying continued pressure on rates, FX volatility, and tighter financial conditions ahead.
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DISCLAIMER

By receiving this research report ("Report"), you confirm that: (i) you have previously requested PT BCA Sekuritas to deliver this Report to you and you are legally entitled to receive the Report in accordance with
Indonesian prevailing laws and regulations, and (ii) you have fully read, understood and agreed to be bound by and comply with the terms of this Report as set out below. Your failure to comply with the terms below
may constitute a violation of law.

This Report is strictly confidential and is for private circulation only to clients of PT BCA Sekuritas. This Report is being supplied to you strictly on the basis that it will remain confidential and that you will maintain
its confidentiality at all times. Without the prior written consent of PT BCA Sekuritas authorized representative(s), no part of this Report may be (i) copied or reproduced in any form by any means, (ii) redistributed or
delivered, directly or indirectly, to any person other than you, or (iii) used for any other purpose that is not in line with the terms of the Report..

PT BCA Sekuritas, its affiliates and related companies, their directors, associates, connected parties and/or employees (excluding the individual analysts who prepare this Report) may own or have positions in
securities of the company(ies) covered in this Report and may from time to time buy or dispose, or may have material interest in, those securities.

Further, PT BCA Sekuritas, its affiliates and its related companies do and seek to do business with the company(ies) covered in this Report and may from time to time: (i) act as market maker or have assumed an
underwriting commitment in the securities of such company(ies), (ii) sell to or buy those securities from other investors for its own account, (i) perform or seek to perform significant investment banking, advisory
or underwriting services for or relating to such company(ies), or (iv) solicit any investment, advisory or other services from any entity covered in this Report. Furthermore, the personnel involved in the preparation
of this Report may also participate in the solicitation of the businesses as described above.

The views expressed in this Report reflect the personal views of the individual analyst(s) at PT BCA Sekuritas about the securities or companies mentioned in the Report and the compensation of the individual
analyst(s), is, or will be directly or indirectly related to the performance of PT BCA Sekuritas’ activities. PT BCA Sekuritas prohibits the individual analyst(s) who prepared this Report from receiving any compensation,
incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular company (including those covered in the Repot). However, the individual
analyst(s) may receive compensation based on the scope of his/their coverage of company(ies)in the performance of his/their duties or the performance of his/their recommendations.

In reviewing this Report, you should be aware that any or all of the above activities of PT BCA Sekuritas, its affiliates and related companies, their directors, associates, connected parties and/or employees, among
other things, may give rise to real or potential conflicts of interest between them and you.

The content of this Report is prepared based on data believed to be correct and reliable on the date of this Report. However, this Report: (i) is not intended to contain all necessary information that a prospective
investor may need, (ii) is not and should not be considered as an investment advice in any way, and (iii) cannot be relied as a basis for making an informed investment decision. Accordingly, PT BCA Sekuritas does
not guarantee the adequacy, accuracy, completeness, reliability or fairness of any content of this Report and PT BCA Sekuritas, its affiliates and related companies, their directors, associates, connected parties
and/or employees (including the analysts) will not be liable in any way for any consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and damages) arising from or
relating to any reliance on or use of the content of this Report by any person (including you).

This Report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst PT BCA Sekuritas’ clients only and does not consider any specific investment objectives,
financial situation and the particular needs of any specific person who may receive this Report. The entire content of this Report is not and cannot not be construed or considered as an offer, recommendation,
invitation or solicitation to enter into any transaction (including trading and hedging) relating to the securities, other financial instruments, and other form of investments issued or offered by the company(ies)
covered in this Report.

It is your own responsibility to: (i) independently evaluate the content of this Report, (ii) consider your own individual investment objectives, financial situation and particular needs, and (iii) consult your own
professional and financial advisers as to the legal, business, financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this Report.

Please note that the securities of the company(ies) covered in this Report might not be eligible for sale in all jurisdictions or to all categories of investors. The availability of those securities and your eligibility to
invest in those securities will be subject to, among others, the prevailing laws of the relevant jurisdiction covering those securities. Furthermore, the value and income of any of the securities covered in this Report
can fall as well as rise and @N investor (including you) may get back less than invested. Future returns are not guaranteed, and a loss of original capital may be incurred. Foreign-currency denominated securities
are subject to fluctuation in exchange rates that could have a positive or adverse effect on the value, price or income of such securities and financial instruments. Past performance is not indicative of comparable

future results and no guarantee regarding future performance is provided in this Report.
This Report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution,

publication, availability or use would be contrary to the applicable laws or regulation of such jurisdiction.
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