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Indonesia’s central bank keeps rates
untouched – for now
Bank Indonesia retains current policy rate but signals the start of
normalisation through reserve requirement hike by March

Bank Indonesia
Governor Perry
Warjiyo is hoping to
retain his 'pro-growth'
stance for as long as
possible

3.5% Current policy rate
But BI announces surprise hike in RR by March

As expected

BI keeps policy rate at 3.5% but looks to nudge RR up to 5%
Bank Indonesia (BI) kept policy rates untouched, a move widely expected by market participants. BI
kept its policy rate at 3.5% but also announced a March increase in reserve requirement (RR) from
3.5% to 5%. Monetary authorities have been wary to adjust policy rates with BI Governor Perry
Warjiyo hoping to retain his “pro-growth” stance for as long as possible. 

Economic activity in Indonesia has picked up of late, aided by solid export growth and supported
by household spending, but authorities are hoping to maintain support just a little longer to help
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solidify momentum. BI maintained its growth projection for 2022 at 4.7-5.5% but a recent pickup
in daily Covid-19 infections, and the potential resurgence of inflation, could complicate the
recovery process.

Inflation was below target last year but 2022 could be different

Source: Badan Pusat Statistik

BI retains its stance for now, but Fed rate hike and inflation
resurgence could change dynamic
BI has opted to retain its “pro-growth” stance for now, suggesting that the country is well placed to
weather the impending Fed rate hike cycle. Governor Warjiyo had signalled late last year that
although he would eventually switch to “pro-stability” in 2022, he would likely start the process via
tweaks to liquidity rather than to adjustments to policy rates. Today’s decision shows this bias as
BI appears aware of the need to gradually normalise policy while still preferring to provide support
to the economy in the near term. 

With Fed rate hikes looming and with inflation likely to pick up this year, we could see BI resorting
to actual rate hikes by 2Q22 should the Indonesian rupiah (IDR) come under pressure. IDR has
remained relatively stable and will not likely react much to the announcement on RR in the near
term, but the currency may come under pressure as we approach the projected Fed rate hike.        

Author

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

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),

mailto:nicholas.antonio.mapa@asia.ing.com


THINK economic and financial analysis

Snap | 20 January 2022 3

as of the date of the publication and are subject to change without notice.

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 Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (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.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

http://www.ing.com

