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Indonesia: Bank Indonesia hikes again
to support the currency

Bank Indonesia hikes rates by 25bp, as expected. Bl set to continue
tightening in early 2023.

Indonesia's central bank governor Perry Warjiyo
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As expected

Bl hikes again but downshifts to less aggressive tightening

In a move widely anticipated by market participants, Bank Indonesia (BI) has hiked policy rates
by 25bp to 5.5%. Price pressures have abated somewhat, as evidenced by the recent slip in
headline inflation and we believe that inflation in Indonesia may have peaked.

The softer inflation reading - combined with the general outlook for growth challenges in 2023
- convinced the central bank that a less forceful rate hike should be rolled out today. A similar
downshift in the pace of tightening from global central banks also allowed Bl to implement the
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25bp increase in policy rates today.

Bl rolls out 25bp rate hike as inflation pressures ease
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Rate hikes set to continue in early 2023

Despite the pullback in the pace of tightening, we believe Bl will continue with the current
tightening cycle next year. Bl believes that the Fed will continue to hike rates in the first half of
2023 and we could see BI following suit with rate hikes of their own. The IDR has come under
some pressure to close out 2022 and we believe Bl will need to match Fed rate hikes to help
maintain FX stability.

With BI's policy rate at 5.5%, IDR should move sideways to close out the year - with investors
monitoring the fallout from the recent bond buyback announcement from the national
government.

Nicholas Mapa
Senior Economist, Philippines
nicholas.antonio.mapa@asia.ing.com
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