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Indonesia: Inflation dips in June, could
slow further as the country ponders
stricter curbs
June inflation in Indonesia dipped to 1.3%, below market estimates as
food price pressures faded

Source: Shutterstock

1.3% June CPI inflation
13th month below target

Lower than expected

June inflation slows to 1.3%
Price pressures faded in June as the holiday-induced pressure on food inflation faded as
overall demand remains subdued with the economic downturn.  Food inflation slowed to 1.9%
in June from 3.1% in the previous month, offset by an acceleration in inflation for personal
care and other services (+3.5% from 3.1% previously) and household equipment (+1.8%
from1.6% previously).  Inflation has stayed below the central bank’s 2-4% inflation target for
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more than a year and we expect price pressure to stay soft in the coming months with
President Jokowi considering tighter lockdown measures to deal with a recent surge in
Covid-19 infections.  The extended partial lockdowns and the prospect of even tighter
measures will only sap more from economic momentum, resulting in subdued inflation in the
second half of the year.

Inflation below target for more than a year, on soft domestic
demand

Source: Badan Pusat Statistik

Bank Indonesia likely to hold rate for balance of the year
Bank Indonesia (BI) recently signaled that it would consider a reversal in its current
accommodative stance should inflation accelerate and with price pressures staying tame. We
expect Governor Warjiyo to keep policy rates at historically low levels to help bolster the
floundering economic recovery.  With growth momentum to take a hit given the resurgence of
Covid-19 infections in the country, the monetary authorities would want to help provide as
much stimulus as they can and for as long as possible.  However, recent pressure on IDR due to
anxiety over the virus resurgence will likely prevent BI from cutting rates further in the near
term, with BI expected to keep rates unchanged for the balance of the year.     
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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), 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.
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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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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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