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MNI POV (Point Of View): BI Unchanged, Other Tools To 
Defend IDR 
 
Bank Indonesia (BI) is widely expected to leave rates unchanged at 5.75% for the second consecutive month. This 
cycle it tightened a cumulative 225bp bringing the 7-day reverse repo rate to one of the highest in Asia. However, 
the BI statement and comments from Governor Warjiyo suggest that there isn’t any more tightening in the pipeline 
and that the central bank has other tools to defend the currency. If market nervousness regarding recent US bank 
troubles persists, there is currently Fed easing priced in from September, then IDR weakness may become less of 
a concern for BI. Watch for guidance on the IDR in the statement. 
 
Headline inflation in Indonesia rose in February to 5.5% y/y from 5.3% driven by higher food prices, which should 
be temporary. Core eased to 3.1% from 3.3%, which is BI’s preferred measure, due to a broad-based easing in 
price pressures. This was the lowest since August 2022. Both measures remain off their peaks of 6% and 3.4% 
respectively. BI believes that the tightening to date is “sufficient” to bring inflation back to the 2%-4% corridor in H2 
2023, while underlying inflation in February moderated to close to the mid-point of the range. To add to the good 
news on inflation, the price/cost components of the Global S&P February PMI also eased with input cost inflation 
the slowest since November 2020 and while costs are still being passed onto customers the increase in selling 
prices was moderate, consistent with BI pausing its tightening. 
 
Figure 1: Core close to mid-point, headline to ease to corridor by H2 2023 

 
Source: MNI – Market News/Refinitiv 
 

https://www.bi.go.id/en/statistik/indikator/bi-7day-rr.aspx
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BI expects the economy to remain strong supported by exports and recovering private consumption. At the start of 
March Governor Warjiyo said growth this year could even exceed 5%. The reopening of China is also likely to be a 
positive as it is Indonesia’s largest export destination but in February the foreign orders component of the PMI fell 
again. Demand from the US has been particularly weak. Consumer confidence eased only slightly in February and 
remains elevated, however January retail sales were disappointing and the government encouraged people to 
spend more. The February Global S&P manufacturing PMI was steady at 51.2, it has been above the breakeven 
50-level since August 2021, however business confidence was at its lowest in almost three years.  
 
Figure 2: Exports ex oil & gas y/y% 3mma Figure 3: Rate differential putting pressure on IDR 

  
Source: MNI – Market News/Refinitiv Source: MNI – Market News/Refinitiv 

*March observation of rate differential uses consensus 
 
 
IDR has depreciated against the USD since the February 16 meeting but made up some ground on recent 
greenback weakness following troubles in the US banking sector. USDIDR is now up 1.3% since the last BI 
meeting but down 1.4% in nominal effective exchange rate terms. While the rupiah has been moving in the wrong 
direction for BI, it is unlikely to be enough for it to tighten again especially given it has other exchange rate 
management tools. Also, the collapse of Silicon Valley Bank has resulted in not only a weaker dollar but also a lot 
less hawkish Fed being priced in than previously.  
 
Since the last meeting, rules were introduced regarding export earnings repatriation, BI has intervened to defend 
the IDR and continued to keep the short-end yield differential favourable using its “operation twist” to support the 
currency. It currently feels that these policy tools are enough to aid the rupiah without having to raise rates further 
and put pressure on the domestic economy. The positive outlook for the external position should also support the 
IDR. And if Fed moves are less aggressive as is currently priced in, then the Indonesia-US rate differential should 
remain above zero.  
 
BI is likely to keep rates at 5.75% at its March 16 meeting and rates will probably remain there for the rest of the 
year. Recent banking events in the US have helped the USDIDR to stabilise but it is still early days and it is difficult 
to ascertain if recent market moves will persist. BI Governor Warjiyo has said that the central bank is committed to 
IDR stability and won’t hesitate to intervene if needed. But he has said that current interest rates are “sufficient” to 
return inflation to target and so if the rupiah needs support, it is unlikely to be through the policy rate channel. 
 



 

3 | P a g e  
Business Address - MNI Market News, 5th Floor, 69 Leadenhall Street, London, EC3M 2DB 

 

Bank Indonesia 16 February 2023 Meeting Statement 
 
The BI Board of Governors Meeting agreed on 15th and 16th February 2023 to hold the BI 7-Day Reverse 
Repo Rate at 5.75%, while also maintaining the Deposit Facility (DF) rate at 5.00% and Lending Facility (LF) 
rate at 6.50%. The decision is consistent with the pre-emptive and forward-looking monetary policy stance to 
ensure lower inflation expectations and inflation moving forward.  Bank Indonesia is confident that a BI7DRR rate of 
5.75% is sufficient to maintain core inflation within the 3.0%±1% target corridor in the first semester of 2023 and 
return Consumer Price Index (CPI) inflation to the 3.0%±1% target in the second semester of 2023.  Rupiah 
stabilisation policy to control imported inflation has been strengthened with foreign exchange proceeds of export 
management through the implementation of foreign exchange monetary operations using foreign exchange 
proceeds of exports (DHE) in accordance with market mechanisms. 

In connection therewith, Bank Indonesia has strengthened its policy mix response to maintain stability and revive 
growth as follows: 

1. Strengthening monetary operations to increase the effectiveness of monetary policy transmission. 
2. Strengthening Rupiah stabilisation policy as part of the measures to control inflation, particularly imported 

inflation, through foreign exchange market intervention, including spot and Domestic Non-Deliverable 
Forward (DNDF) transactions, as well as buying/selling government securities (SBN) in the secondary 
market. 

3. Continuing the twist operation by selling short-term SBN in the secondary market to increase the 
attractiveness of SBN yields for foreign portfolio investment inflows to strengthen Rupiah stabilisation 
measures. 

4. Strengthening foreign exchange proceeds of exports (DHE) management through the implementation of 
foreign-exchange monetary operations in the form of foreign currency term deposits (TD) as an instrument 
for exporters to place foreign exchange proceeds of exports through banks to Bank Indonesia in 
accordance with market mechanisms, effective from 1st March 2023 (Appendix 1). 

5. Continuing prime lending rate (PLR) transparency policy with a focus on the impact of the policy rate on 
lending rates for investment loans and working capital loans (Appendix 2). 

6. Strengthening payment system digitalisation policy by: (i) expanding QRIS and BI-FAST, as well as 
digitalisation of the social assistance programs (Bansos), regional government financial transactions and 
transportation modes to increase private consumption and revive economic growth, and (ii) increasing 
cross-border payment transactions through QRIS linkage cooperation and interconnected cross-border 
payment systems. 

7. Strengthening international cooperation with other central banks and authorities in partner countries, while 
promoting trade and investment in priority sectors in synergy with relevant institutions.  In addition, Bank 
Indonesia is continuing to collaborate with relevant government ministries/agencies to ensure a successful 
ASEAN Chairmanship in 2023, particularly in terms of the finance track. 

Policy coordination with the (central and regional) Government and strategic partners is also strengthened 
constantly.  To that end, coordination within the Central and Regional Inflation Control Teams (TPIP and TPID) is 
maintained by strengthening the National Movement for Food Inflation Control (GNPIP) in various regions.  
Furthermore, policy synergy between Bank Indonesia and the Government, and under the Financial System 
Stability Committee, is strengthened continuously to maintain macroeconomic and financial system stability, while 
reviving lending to priority sectors to support economic growth and exports, as well as advancing the inclusive 
green economy and finance. 

 

Global economic growth could potentially exceed the previous projection after China ended its zero-Covid 
policy.  Bank Indonesia forecasts world economic growth potentially above the 2.3% projection previously.  
Stronger economic growth is expected in China on increasing domestic demand in response to the reopening of 
China's economy after the end of zero-Covid policy.  Economic moderation is predicted in the United States (US) 
and Europe, accompanied by the high risk of recession.  Meanwhile, global inflation is falling gradually on the back 
of the global economic downturn, coupled with improvements in the global supply chain, despite remaining high in 
line with international food and energy prices, which have not fallen significantly, and tight labour markets in the US 
and Europe.  Lower inflation will bring tight monetary policy in advanced economies towards its peak, with higher 
policy rates for longer throughout 2023.  Global financial market uncertainty has also eased, thus increasing 
international capital flows and alleviating currency pressures in developing economies. 
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Indonesia's economic growth is projected to remain strong, with potential gains driven by higher exports 
and improving domestic demand, primarily private consumption.  Strong domestic economic growth was 
recorded in the fourth quarter of 2022 at 5.01% (yoy), bringing growth for the year of 2022 to 5.31% (yoy), up 
significantly from 3.70% (yoy) in 2021.  Spatially, solid national economic growth in 2022 was supported by all 
regions, led by Sulawesi-Maluku-Papua (Sulampua), followed by Java, Bali-Nusa Tenggara (Balinusra), 
Kalimantan and Sumatra.  In 2023, Bank Indonesia projects economic growth with a bias towards the upper end of 
the 4.5-5.3% range.  Export performance could potentially exceed the previous projection due to the positive impact 
of economic gains in China.  High household consumption growth is projected in response to growing economic 
confidence and greater public mobility after the Government ended community activity restrictions (PPKM).  
Meanwhile, investment is improving given the promising business outlook, an influx of foreign direct investment 
(FDI) as well as the ongoing completion of national strategic projects (PSN). 

The Balance of Payments (BOP) remains sound, thereby supporting external resilience.  In 2022, the BOP is 
projected to record a surplus, supported by a positive current account in the 0.4-1.2% of GDP range, 
notwithstanding a capital and financial account deficit caused by elevated global financial market uncertainty.  The 
latest developments indicate a large trade surplus recorded in January 2023 at USD3.87 billion, influenced by 
persistently strong non-oil and gas exports.  Foreign capital inflows to domestic financial markets have also 
increased, with portfolio investment recording and a net inflow totalling USD6.0 billion as of 14th February 2023.  
Meanwhile, the position of reserve assets in Indonesia increased to USD139.4 billion at the end of January 2023, 
equivalent to 6.1 months of imports or 6.0 months of imports and servicing government external debt, which is well 
above the international adequacy standard of around three months of imports.  Overall, the BOP outlook for 2023 is 
good, with a manageable current account maintained in the range of a 0.4% of GDP surplus to a 0.4% of GDP 
deficit.  Meanwhile, the capital and financial account is expected to record a surplus, supported by foreign capital 
inflows in the form of FDI and portfolio investment in line with the positive perception of investors concerning the 
promising national economic outlook and conducive domestic investment climate. 

The Rupiah continues to appreciate, thus supporting economic stability.  The Rupiah continues to regain 
value, appreciating 2.39% as of 15th February 2023 compared with the level recorded at the end of December 
2022.  Furthermore, Rupiah appreciation has outpaced currencies in several other developing economies, such as 
the Philippines (0.99%), Thailand (0.85%) and Malaysia (0.27%).  The stronger Rupiah is in response to foreign 
capital inflows to domestic financial markets given the positive perception of investors concerning the promising 
domestic economic outlook, accompanied by maintained stability, attractive yields on domestic financial assets for 
investment and less global financial market uncertainty.  Moving forward, Bank Indonesia expects Rupiah 
appreciation to continue in line with the promising economic outlook and strong economic fundamentals, thus 
edging down inflation further. Rupiah stabilisation policy to control imported inflation will be strengthened with 
foreign exchange proceeds of exports management through the implementation of foreign currency term deposit 
(TD) instruments using foreign exchange proceeds of exports (DHE) in accordance with market mechanisms. 

Inflation is still falling and lower than expected. Low Consumer Price Index (CPI) inflation was recorded in 
January 2023 at 0.34% (mtm) or 5.28% (yoy), down from 5.51% (yoy) the month earlier.  Lower core inflation and 
administered prices contributed to lower headline inflation in the reporting period, coupled with controlled 
inflationary pressures on volatile food (VF).  Such developments are the positive result of front-loaded, pre-emptive 
and forward-looking monetary policy by Bank Indonesia to control inflation, reinforced by VF inflation control 
measures through the GNPIP movement.  Moving forward, Bank Indonesia is confident core inflation will remain at 
the 3.0%±1% target during the first semester of 2023 and CPI inflation will return to the 3.0%±1% target in the 
second semester of 2023.  Furthermore, Bank Indonesia will continue strengthening coordination with the 
Government to ensure lower and manageable inflation. 

Liquidity conditions in the banking industry and economy remain ample to increase lending/financing and 
sustain the economic recovery.  In January 2023, the ratio of liquid assets to third-party funds was still high at 
29.13%.  This is in line with the accommodative liquidity policy stance maintained by Bank Indonesia to support the 
availability of funds in the banking industry to disburse loans/financing to businesses.  Liquidity in the economy also 
remains ample to support economic activity, as reflected by growth of the narrow money (M1) and broad money 
(M2) monetary aggregates at 8.5% (yoy) and 8.2% (yoy) respectively.  Looking forward, Bank Indonesia will 
continue to maintain adequate liquidity for the national economic recovery, while preserving stability. 
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Interest rates in the banking industry are still conducive to economic recovery.  In the money market, the 
IndONIA rate as of 15th February 2023 remained low at 5.47%.  The yield of short-term SBN increased 100bps on 
the level prior to the BI7DRR hike in July 2022, while long-term yields were more stable.  The 1-month term deposit 
rate in January 2023 was recorded at 3.95%, increasing 106bps on the level in July 2022.  Meanwhile, the average 
lending rate in January 2023 stood at 9.25%, up 31bps on the July 2022 level in line with ample liquidity in the 
banking industry, which is conducive to disburse loans.  In addition, BI policy support to provide macroprudential 
incentives in the form of Rupiah RR relief also encouraged banks to lend to priority and inclusive sectors. 

The bank intermediation function maintained strong growth at the beginning of 2023.  Growth of loans 
disbursed by the banking industry in January 2023 stood at 10.53% (yoy), moderating slightly on 11.35% (yoy) in 
the previous period in line with seasonal trends at the beginning of the year.  Intermediation in the sharia banking 
industry accelerated to 20.9% (yoy) in January 2023.  Robust MSME loan growth also persisted, particularly in 
terms of People's Business Loans (KUR) that grew 29.66% (yoy) in 2022.  Strong credit growth was driven on the 
supply side by adequate liquidity and loose lending standards in the banking industry.  Meanwhile, demand for 
loans/financing is supported by corporate demand, including MSMEs, and improving household consumption.  
Bank Indonesia will continue supporting the bank intermediation function to bolster the economic recovery. 

Financial system resilience remains solid, particularly the banking industry.  The Capital Adequacy Ratio 
(CAR) in the banking industry was still high in December 2022 at 25.63%.  Strong capital contributed to low NPL 
ratios of 2.44% (gross) and 0.71% (nett) in December 2022.   Liquidity in the banking industry in January 2023 was 
maintained, supported by 8.03% (yoy) growth of third-party funds.  BI stress test simulations also confirmed that 
bank resilience has been maintained.  Meanwhile, Bank Indonesia will continue strengthening synergy with the 
Financial System Stability Committee to mitigate various domestic and global macroeconomic risks that could 
undermine financial system resilience. 

Digital economic and financial transactions are developing rapidly and driving economic activity.  This is 
supported by the expansion of the digital economy and convenience of the digital payment system, coupled with 
rapid growth of digital banking. The value of electronic money transactions in January 2023 grew 26.08% (yoy) to 
reach Rp36.57 trillion.  The value of digital banking transactions grew 27.96% (yoy) to reach Rp4,900.6 trillion and 
the value of transactions using ATM cards, debit cards and credit cards increased 5.42% (yoy) to reach Rp689.09 
trillion.  Bank Indonesia will continue maintaining stability and enhancing the efficiency of cross-border payment 
transactions by strengthening policy and accelerating payment system digitalisation to maintain economic recovery 
momentum.  Meanwhile, total currency in circulation in January 2023 increased 5.07% (yoy) to reach Rp930.05 
trillion. Bank Indonesia will continue ensuring the availability of quality Rupiah currency fit for circulation throughout 
the territory of the Republic of Indonesia. 

Click here for full statement 

 

 

  

https://www.bi.go.id/en/publikasi/ruang-media/news-release/Pages/sp_253823.aspx
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Sell-Side Analyst Views 

 
ANZ (unch): We expect Bank Indonesia (BI) to hold the 7-day reverse repo rate at 5.75% on 16 March. Headline 

inflation moderately hardened to 5.47% y/y in February from 5.28% y/y the previous month ,but core inflation 

eased. At 3.09% y/y, core CPI was the lowest in six months. IDR volatility has risen lately, but even so, is not an 

outlier in the broader regional context. Overall, there is little reason for BI to detract from its earlier indication that 

the rate-hike cycle has concluded. 

 

Bank of America (unch): We expect BI to keep policy rates unchanged in Mar, given receding inflationary 

pressures, resilience in external accounts and likely support for IDR from regulatory changes. However, should 

expectations for the Fed to hike faster/farther rise and weigh on the IDR, BI is likely to re-visit its policy calibration. 

 

DBS (unch): With the domestic inflation path evolving along policymakers’ expectations, Indonesia’s central bank 
will lean towards a pause this week. A shift in the US terminal rate expectations has nonetheless muddied waters, 
resulting in a gulf in the US Fed and BI rate direction, which in turn is weighing on the currency. Active intervention 
presence and the new exporter earnings policy will help offset part of the depreciation pressures on the rupiah in 
the near-term.  

• With the BI due to meet ahead of the US FOMC and a band of uncertainty over the scale and speed of the 
remaining rate hikes by the US Fed, we expect the BI commentary to introduce a bit of caution to retain 
flexibility to tighten policy after the interim pause, should domestic financial markets feel the heat from a 
sharp rally in the US dollar or US yields as ID-US rate differentials narrow further. 

 

Goldman Sachs (unch): We expect Bank Indonesia (BI) to keep the policy rate unchanged at 5.75% at its meeting 

next week (Bloomberg consensus: 5.75%).  

• Earlier this month, the Governor noted that the Fed may raise its interest rate further but reiterated that the 

cumulative 225bp of BI rate hikes so far are adequate to bring inflation back to the central bank target band 

of 2%-4%.  

• While headline inflation is likely to remain elevated in 1H2023 due to a high base set by a one-off fuel price 

hike last year, headline and core inflation have likely peaked and momentum remains well-contained.  

• Meanwhile, domestic consumption seems to have slowed in Q1 prompting the President to ask 

Indonesians to increase spending.  

• With relatively well-behaved inflation dynamics and ongoing policymaker guidance about the adequacy of 

policy tightening thus far, we think the central bank will likely keep the policy rate unchanged at its March 

meeting, although there is a moderate risk of a 25bp hike given recent IDR weakness against USD 

following a hawkish shift in Fed commentary. 

 

ING (unch): BI recently declared victory over inflation with Governor Perry Warjiyo indicating that he need not hike 

rates anymore this year. Decelerating core inflation could give BI a reason to keep rates untouched although recent 

pressure on the Indonesian rupiah (IDR) could force the central bank to take a hard look at a potential rate hike. 

 

JP Morgan (unch): Despite the benign path of core inflation, we expect the Bank Indonesia will hold its policy rate 

at 5.75% through this year reflecting the expected narrowing of its current account balance and external 

uncertainties. 

 

Morgan Stanley(unch): We expect BI to remain on hold at 5.75%. BI had already paused at its Feb 2023 meeting, 

and we believe that the incoming data and recent developments do not provide enough reason for a restart to the 

rate hike cycle. 

• Governor Warjiyo had emphasized in the post-meeting conference call in February that BI saw no need for 

further hikes to curb inflation. While headline inflation did pick up to 5.5% YoY in February (vs.5.3% YoY in 

Jan-23), Governor Warjiyo commented that this was mainly due to food prices and that BI expects inflation 

to come below the 4% level in 2H23. In the meantime, core inflation decelerated further to 3.1% YoY in Feb 

(vs.3.3% YoY in Jan-23).  
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• The recent IDR depreciation does pose some upside risks to rate forecasts, but at the current juncture, the 

magnitude of the recent IDR depreciation of 2% vs. USD since the last meeting on Feb. 16 has been more 

of a reflection of a stronger dollar environment rather than any economy-specific factors.  

• Our base case remains that BI has already reached the end of its hiking cycle and will likely keep rates on 

hold through the year. The factors that could trigger a restart to the rate hike cycle are twofold: (1) a much 

sharper than expected recovery in domestic demand, which may slow the pace of disinflation; and (2) a 

further significant hawkish repricing of the Fed’s policy path 

 

Pantheon (unch): We expect the Board to remain on hold, keeping the 7-day reverse repo rate at 5.75%. The 
upside surprise in February CPI is unlikely to spook BI, as it was driven primarily by a temporarily adverse food 
base effect. 
 
Scotiabank (unch): Thursday’s decision is likely to deliver another policy rate hold at 5.75%. Core inflation 
recently eased back to 3.1% y/y from 3.3%. The rupiah has been depreciating since late January and so monitor 
the central bank’s guidance in terms of how it views risks to financial stability and inflation pass-through effects that 
may reveal a hawkish bias at this meeting. 
 
Societe Generale (unch): BI opted to pause in February after six continuous months of rate hikes, in line with our 
expectation. We expect the central bank to again keep the policy rate (7-day Reverse Repo Rate) at 5.75% during 
its meeting in March.  

• While we believe that BI might have come to the end of its rate hike cycle, there is now a great deal of 
uncertainty as to its future course of action. A rather hawkish statement by Fed Chair Powell suggesting 
rates moving higher and faster and remaining elevated for longer raises the possibility of the bank 
eventually deciding to go further. There is, therefore, a possibility of BI going further and higher for longer. 
While for the Fed it is inflation and a tight labour market queering the pitch, for BI it is Fed action that will 
lay the foundation for further action despite an inflationary trajectory that is more agreeable to the central 
bank and a labour market that remains soft at best. 

• We believe that the monetary policy divergence between Bank Indonesia and the Fed should add to the 
depreciation pressure on the IDR. However, this time around the depreciation pressure could be partly 
offset by reduced external vulnerabilities (EM Looking Glass). The adoption of alternate policies to protect 
the currency – such as the exporter earnings repatriation rule and operation twist (to keep front-end yield 
differentials elevated) – could see the IDR weather the storm for a while, in our opinion. However, the risk 
of a further hawkish repricing of Fed policy could eventually expose the IDR to further weakness.  

• The only other counteracting global macro factor is the China recovery story, which should remain 
supportive of the IDR in the medium term.  

• Bonds are likely to give up some gains given deteriorating risk sentiment, after months of strong inflows 
aiding outperformance in IndoGBs. During periods of stabilising risk sentiment, we would expect bond 
inflows to resume given favourable macro conditions such as benign inflation expectations and a dovish 
central ban 

 
UOB (unch): BI’s decision to keep its 7-Day Reverse Repo unchanged at 5.75% in Feb marked the end of the 
current hiking cycle, which begun in Aug 2022. Our forecast is for the policy rate to remain unchanged at 5.75% for 
the rest of this year and for BI to potentially embark on an asymmetric rate cut cycle in 1H24. 


