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Indonesia’s central bank surprises with
rate hike

Bank Indonesia has unexpectedly hiked rates in a preemptive move

Indonesia's central
bank governor Perry
Warjiyo

PERRY WARJIYO
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Higher than expected

Surprise surprise... Bl finally hikes rates

Bank Indonesia (Bl) unexpectedly raised its policy rate by 25bp today. Bl Governor Perry Warjiyo
carried out a preemptive hike in anticipation of a planned price increase for subsidised fuel. The
central bank expects growth to settle at the top end of their 4.5-5.3% year-on-year forecast while
headline inflation is forecast to exceed 5%.
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Bl tightens as headline and core inflation sustain rise
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Bl likely not done for the year

Bl finally hiked after staying on hold for the whole of 2022, confident that policy tightening would
not derail the economy's recovery. Bl also made particular mention of "high" food inflation and
any future tightening could be triggered if food prices stay elevated. We expect at least two more
rate hikes by the central bank this year.

Bl indicated it would be active in buying government bonds on the long end while selling shorter-
dated bonds resulting in a flatter yield curve. Meanwhile, the Indonesian rupiah (IDR) could gain
support from the surprise rate hike in the near term and could strengthen further should
Indonesia's trade surplus remain sizable.
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