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Indonesia:  Bank Indonesia hikes again
to support the currency
Bank Indonesia hikes rates by 25bp, as expected.  BI set to continue
tightening in early 2023.

Indonesia's central bank governor Perry Warjiyo

5.5% 7-day Reverse Repurchase rate

As expected

BI 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 BI to implement the



THINK economic and financial analysis

Snap | 22 December 2022 2

25bp increase in policy rates today.   

BI rolls out 25bp rate hike as inflation pressures ease

Source: Badan Pusat Statistik

Rate hikes set to continue in early 2023
Despite the pullback in the pace of tightening, we believe BI will continue with the current
tightening cycle next year.  BI 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 BI 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. 
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The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
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(Registration number BR000341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.
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