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Indonesia: Recovery ends 2021 on a high
note but current Covid surge likely to sap
some momentum
4Q 2021 GDP growth hits 5%, lifting full year growth to 3.7%

Inflation in Indonesia
will likely pick up this
year

5% 4Q 2021 GDP YoY growth
FY 2021 growth at 3.7%

Better than expected

Slowing cases equals faster growth
Indonesia managed to post a 5% expansion in 4Q 2021, beating expectations for a 4.8% gain.  ING
had expected 4Q GDP to hit 5.1%.  Daily Covid-19 infections slid to less than a thousand by
November, helping lift consumer sentiment, which in turn drove a pickup in retail sales. 
Furthermore, improved sentiment translated into a sharp uptick in manufacturing activity, with
PMI manufacturing peaking in October of last year.  It has become apparent that growth
momentum can accelerate for as long as new Covid daily infections are contained.
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Slowing Covid cases sparked better sentiment and faster retail
sales

Source: Bank Indonesia

Warning: speed bumps ahead
The Indonesian authorities were wary of a potential spike in cases late last year, refusing to relax
some mobility curbs during the holiday season.  This strategy may have helped limit the spread of
Omicron in early January but the spread of the Omicron variant still managed to cause a surge in
cases by the end of the month.  The sharp increase in daily infections will likely pare at least some
of the recent gains.  Consumer sentiment will likely moderate or even fall in the near term and we
can expect a likely reversal in manufacturing activity as well.  The Omicron surge is but one of the
handful of speed bumps faced by the economy in 2022.  Prospects for recovery this year will likely
be challenged by a pending increase in taxes coupled with projections for a pickup in inflation, both
of which will likely weigh on household spending.  Thus it will be imperative for Indonesia to ensure
proper virus mitigation, which should help bolster consumption in the coming months.         

Bank Indonesia (BI) will likely be monitoring the economy's growth prospects as it looks to time its
exit from its current accomodative stance.  We expect the trigger points for a potential BI rate hike
to be inflation and IDR stability, alongside the assumption that any economic recovery is well-
entrenched.  
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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
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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.
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