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The Economic Report on Indonesia |s an 2valuation repeort on the implementation of Bank Indonesia
policies in the previous year, as well as Bank Indonesia’s policy direction and target setting for the
coming year. This fulfills Bank Indonesia’s obligation to convey information to the public as intended
in Article 58 paragraph (7) of Act No. 23 of 1999 conceming Bank Indonesia as last amended by Act
No. 4 of 2023 concerning Development and Strengthening of the Financial Sector.




BANK INDONESIA

BANK SENTRAL REPUBLIK INDOMNESIA

VISION

To become the leading digital central bank with strong govemance that creates a
tangible contribution to the national econamy, while becoming the best central bank
amongst emerging market couritries toward an advanced Indonesia or lndonesia Maju.

MISSION

b

To achieve and maintain Rupiah stabifity through effective monetary policy and
the Bank Indonesia policy mix, sustainably, consistently and transparently, toward
fastering sustainable economic growth.

2. To maintain payment system stability by instituting payment system paolicies,

L

regulations, licensing, implementation and supervision, as well as Rupiah currency
management, which includes accelerating the digital economy and finance to fostar
sustainable economic growth.

. To maintain financial system stability by formulating and instituting macroprudential

policies that nurture sustainable economic growth.

. To support macroeconomic stability and sustainable economic growth through the

Bank Indonesia policy mix, synergized with the (central and regional) Government,
relevant authorities or institutions, andfor other strategic partners, as well as
international cooperation.

. Toincrease financial market degpening through money market and foreign

exchange market regulations, supervision and development, including the
supporting infrastructure, toward strengthening Bank Indenesia policy effectivenes
and supporting national economic financing,

. To increase economic-financial inclusion, including sustainable (conventicnal

and Islamic) finance, and consumer protection through policymaking and the
implementation of Bank Indonesia’s work program.

. To create a digital-based central bank in terms of the policies and institutional

arrangemeants by prioritizing a good and professional Bank Indonesia Institutional
and Policy Governance System through resource and organizational management
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Foreword

PERRY WARIIYO
GOVERNOR OF BANK INDONESIA

Let us offer praise and thanksgiving to Allah
Subhanahu wa Ta'ala (5WT), God the Almighty,
for by His mercy and grace, Bank Indonesia

is able to present the Economic Report on
Indonesia (LP) 2025 as part of Bank Indonesia’s
policy transparency to the public as intended in
Article 58 paragraph (7} of Act No. 22 of 1929
concerning Bank Indonesia, as amended several
times, lastly by Act No. 4 of 2023 conceming
Development and Strengthening of the Financial
Sector.

Alhamdulillah, we are grateful that in 2025
Indonesia’s economy performed well and
demonstrated strong resillence amid heightened
global economic and geopolitical turbulence,
Indonesia remained amang the best-performing
Emerging Market Economies (EMEs), with
relatively high growth and preserved stability.
Inflation remained within the 2.521% target
range, while Rupiah exchange rate stability

was maintained, reflecting Bank Indonesia’s
strong commitment. Financial system stability
was zlso maintained, supported by robust bank
capitalization and low risk from non-performing
loans, amid cedit growth that still required
further impetus. Payment system digitalization
accelerated rapidly, thereby reinforang the
national digital economy and finance ecosystem
and, overall, supporting economic growth

in 2025,

il
.

Indonesia’s economy, which remains
sound and resilient, is the result of a
collective national effort, reinforced
by strong fiscal-monetary policy
synergy, thereby ensuring that
growth and stability move in tandem

These positive achievements were the result of a
collective national effort underpinned by policy
synergy between Bank Indonesia, the Certral
and Regional Governmenits, and the relevant
authorities. Throughout 2025, Bank Indonesia
strengthened and directad its policy mix to
promote economic growth while maintaining
stability, in close synergy with the Government’s
Asia Uita programs. First, Bank Indonesia reduced
the Bl-Rate five times, by a total of 125 bps to
4.75% in December 2025, the lowest level since
2022 _Second, Bank Indonesia pursued Rupiah
exchange rate stabilization to safeguard the
economy’s external resilience agamst global
volatility. Third, monetary liguidity expansion
was implementad through pro-market monetary
aperaiions to strengthen the effectiveness of
intarest rate transmission, increase liguidity,

and accelerate money market and foreign
exchange (FX) market deepening. Fourth, Bank
Indonesia purchased Government Securities (SBEN)
in the secondary market, consistent with the
expansionary monetary policy through Bl-Rate
reductions and monetary liguidity expansion.
Fifih, Bank Indonesia provided a Macroprudential
Liguidity Incentive (KLM) to banks to encourage
credit/financdng to the Government’s Asia

Cita priority sectors. Sixth, the acceleration of
digital payment systems continued, directed at
expediting the national digital economy and
finance to drive effidency, productivity, and
higher, more inclusive economic growth.
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Indonesia’s favorable and resilient economic
performance in 2025 offered three key lessons.
First, consistent and prudent macroeconomic
policies to strengthen stability and resilience
must continue, as they are a key pillar
supporiing sustainable economic growth
Second, these efforts must be reinforcad by
strong synergy betwean Bank Indonesia, the
Central and Regional Governments, and the
Financial System Stability Committee (KS5K)

to increase effectiveness in safeguarding
Indonesia’s economic resilience from adverse
global spillovers. Third, successtul policy
implementation requires a combination of
professional leadership and high competence in
formulating the policy mix (book-smart}, deep
practical experience in implementation (street-
smart), and an unwavering commitment to moral
integrity (spiritual-smart) as the foundation for
maintaining national economic resilience.

Looking ahead, we must remain optimistic yet
mindful and vigilant—Efing fan Waspodo—amid
global turbulence that is expected to persist We
are optimistic that various positive achievermnents
will continue, and that Indonesia’s economic
prospects will improve. At the same time, we
must remain vigilant against ongoing global
turmoil and uncertainty, together with potential
negative spillovers to the national economy. To
this end, synergy in the national economic policy
mix must be further strengthened to achieve
higher and more resilient growth, including

to mitigate global spillovers. This synergy
encompasses five priority areas. First, synergy to
strengthen macroeconomic and financial system
stability as a prerequisite for higher growth while
reinforcing national economic resilience. Second,
synergy to promaote higher and more resilient
growth through real-sector transformation,
including industrial policy with downstreaming
and indusirialization, accompanied by structural
reform. Third, synergy to enhance economic
financing and financal markets by developing
financing sources—domestic and foreign—to
support real-sector transformation programs.
Fourth, synergy to accelerate payment system
and broader economic-financial digitalization to
achieve high and resilient growth. Fifth, synergy

io advance bilateral and regional economic
cooperation, in both trade and investment,
to support natural resource downstreaming
programs and their financing needs.

Bank Indonesia is committad to continuously
strengthening its policy mix to promote economic
growtih while maintaining stability, in close
synergy with the national economic policy mix.
Monetary policy will be directad at maintaining
stability (pro-stability) while utilizing available
room to support higher economic growth
{(pro-growth). Meanwhile, macroprudential
policy and payment system policy will continue
to be directed at supporting higher economic
growth (pro-growth). This mix of monetary,
macroprudential, and payment system policies is
supported by the acceleration of money market
and FX market (PUVA) deepening in accordance
with the Blueprint for Money Market and Foreign
Exchange Market Deepening 2030 (BPPU 2030) to
strengthen the effectiveness of monetary policy
transmission, develop a modern, internationally
benchmarked secondary market, and expand
instruments for economic financing. Programs

to develop an inclusive and green economy

and finance, including MSMEs and the sharia
econamy and finance, will also continue to

be expanded

In alignment with these developments, LP 2025
adopts the theme “5trong and Self-Reliant:
Synergy to Foster Higher and Resilient Economic
Growth.” The core substance of LPl 2025 is
elaborated in five initial chapters, enriched

by twio thematic chapters and strengthened
assessments in boxes within each chaptar. In
more detail, the first five chapters comprise;
Chapter 1 "Glokal Economic Performance and
Qutlook: Slowing Growth, High Uncertainty™;
Chapter Z “National Economic Performance and
Outlook: Preserved Stability, Rising Growth”;
Chapter 3 "Bank Indonesia Policy Mix 2025:
Fostering Growth, Maintaining Stability”;
Chapter 4 "Palicy Mix for National Economic
Transformation: Synergy to Foster Higher and
Resilient Growth™; and Chapter 5 "Direction of
Bank Indonesia Policy Mix in 2026: Fostering
Growth, Maintaining Stability.” The remaining

B
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chapters comprise Chapter 6 "Accelerating
Economic Transformation through Sirengthening
Structural Policies and Industrialization Policies,”
and Chapter 7 "Inclusive Economy for Sustainable
Economic Growth.”

Finally, we hope that LPl 2025 will be useful and
serye as a credible, high-quality reference on
Indonesia’s economic developments and outlook,
synergy in the national economic policy mix,

and the direction of Bank Indonesia’s policy

mix LPl 2025 is expected to foster optimism for

a strong and self-reliant Indonesian economy
through synergy to drive higher and more
rasilierit growth. This spirit of synergy is reflected
in the visial elements of the LP1 2025 cover,

in five ways. First, five horses pulling a chariot
symbolize the nation’s synergy and strength,
continuously moving toward a better future with
a spirit of mutual reinforcement and assistance
in step with technological progress. Second, the
Red-and-White flag not only symbolizes national
identity and sovereignty but also embodies
nationalism that moves in union with the nation's
progress, affirming that each step of Indonesia’s
economic transformation is driven by unity and

Xxiv

love of the motherland. Third, the Sidomukii

and Kawung batik motifs depict prosperity

and welfare respectively, as well as order and
fertility that yield lasting benefits; together, they
symbolize Indonesia’s inclusive and sustainable
economic growth. fourth, golden tendrils signify
a strong spirit of synergy in advancing sustainable
economic progress. Fifth, brown and gold
represent the rocts of peoplecentered economy
and sustainable prosperity, while red and blue
reflect courage and an innovative spirit, together
with calm and national economic stability.

May Allah SWT, the Almighty God, bestow His
mercy, protection, ease, and blessings upon our
every step as we strive to contribute meanmngfully
toward the Golden Indonesia 2045

Jakarta, 28 lanuary 2026

Governor of Bank Indonesia

" f&w{ |

Perry Warjiyo



OVERVIEW

STRONG AND SELF-RELIANT:
SYNERGY TO FOSTER HIGHER
AND RESILIENT ECONOMIC
GROWTH

Indonesia’s economy in 2025 performed well and remained resilient amid heightened global
volatility and unceriainty. Stability was maintained, with infiation remaining within the 2.5:1%
target range and the Rupiah exchange rate kept under control, supporied by Bank Indonesia’s
strong commitment Financial system stability was preserved, while payment system digitalization
accelerated rapidly, thereby supporting economic growth in 2025. Strong synergy in the national
econamic policy mix between the Government and Bank Indonesia was a key driver of the
economy’s resilience fo external shodks. Looking ahead, this policy-mix synergy will need to be
further strengthened to faster higher and more resilient economic growth on the path toward the
Golden Indonesia 2045.
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ndonesia’s economy continued to perform

well and remained resilient amid heightened

global volatility and uncerainty. Economic
growth in 2025 remained solid, supported by
preserved stability, with inflation contained
within the 2.5+1% target range. External
rasilience remained sitong, as reflecied in a
sound Balance of Payments (BOP), underpinned
by a sizable trade surplus. Bank lending/
financing remained sound, although further
strengthening was needed to better support
economic growth, amid sustained financial
system stability. In addition, digital economic and
finandial transactions remained robust, supported
by & secure, seamless, and reliable payment
system, resilient infrastructure, and an improving
industry structure.

Strong synergy in the national economic

policy mix was a key driver in achieving higher
and more resilient economic growth, Bank
Indonesia’s policy mix in 2025 continued to be
strengthened and oriented toward fostering
economic growth while maintaining stability,

in close synergy with national economic
policies, Monetary policy was directed to
support economic growth while preserving
stability ("pro-growth and stability”) amid
persistently high global uncertainty. Meanwhile,
macroprudential and payment system policies
were further strengthened to promote higher
economic growth ("pro-growth™). These

three core elements of Bank Indonesia’s policy
mix were supported by strengthened money
market and foreign exchange market (PUWVA)
deepening, the development of micro, small,
and medium enterprises (MSMEs) and sharia
economy and finance, as well as international
policy initiatives. In paraliel, sound and credible
Siate Budget (APEBN) fiscal policy served as

an effective countercydical instrument to
preserve growth momentum for magoeconomic
stabilization (stabilization function); to support
the acceleration of economic transformation
toward Golden Indonesia 20845 {allocation
function}; and to promote equitable public
welfare (distribution function). In line with this,
effarts to strengthen the APBN were pursued
through “collecting more, spending better, and
innovative financing”. These policy measures

.

Synergy in the national economic
policy mix between the Government
and Bank Indonesia needs to be
further strengthened to foster higher
and more resilient economic growth
toward Golden Indonesia 2045

were reinforced by structural policies aimed at
enhancing the economy’s capacity to achieve
higher and more sustainable growth.

Locking ahead, synergy in the national economic
policy mix between the Government and Bank
Indonesia will continue to be strengthened

to foster higher and more resilient economic
growth. Stronger synergy is essential to mitigate
global and domestic economic risks so that it

can support sustainable economic growth. The
synerqgy in the national economic transformation
policy mix will be directed toward five key areas:
(I} strengthening stability and boogsting demand,
{il) promoting downstreaming. indusirialization,
and a people-centered economy; (iif) enhancing
finandng and deepening financial markets, (iv)
accelerating national economic and financial
digitalization; and (v} strengthening international
investment and trade cooperation (Figure 1).

In line with the importance of such policy
synergy, Bank indonesia’s policy mix will
continues to be orlented toward fostering
economic growth while maintaining stability.
Monetary policy will be directed at achieving
the inflation target and maintaining Rupiah
exchange rate stability, while continuing to
leverage available policy space to support
economic growth ("pro-stability and growth™)
that remains below its potential capacty.
Meanwhile, macroprudential and payment
system policies will continue to be geared
toward promoting higher economic growth
(“pro-growth"). This mix of monetary,
macroprudential, and payment system polides
will be supported by policies to accelerate
money market and foreign exchange markst
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deepening, as well as by policies to develop

an inclusive economy and finance, induding
MSMEs and sharia economy and finance. Looking
ahead, Bank Indonesia will continue to calibrate
its policy mix in line with global and domestic
econoamic dynamics

Bank Indonesia projects that Indonesia’s positive
economic performance in 2025 will continue in
the years ahead. Strengthened synergy in the
national economic transformation policy mix
across the five key areas, outlined above, will

be critical to fostering higher and more resilient
growth. Economic growth in 2025 is projected
o be inthe range of 4.7-5.5% and is expected
toincrease to 49 57% in 2026 and 5.1-5.9% in
2027, With the support of the national economic
transformaticn policy mix, economic growth in

2031, projecied at 5.6-6.4% under the "Baseline”

scenario, is expected to rise to 6:1-6:9% under
the "Optimistic” scenario and sven higher to
6.9-7 7% under the "Super Optimistic” scenario.
Frice stability is expected to be mamntained, with
inflation remaining within the 2.5+1% target
range, while Rupiah exchange rate stability

will aiso be preserved, supported by a current
account balance projected to remain small,
ranging from a deficit of 0.4% to a surphs of

0.4% of GDP in 2031. Bank creditffinancing is
projected to grow optimally at around 12-16%
per year. On the fiscal side, the budget defict is
expected to remain below 3% of GDP, reflecting
the continued consistency and credibility of
Indonesia’s fiscal policy

Global Economic Performance and Outlook:
Slowing Growth, High Uncertainty

Global uncertainty in 2025 remained elevated,
driven by intensifying trade wars and persistent
geopolitical frictions. Unilateral tariffs imposed
by the United States (US) triggered retaliatory
measures from several major countries, further
escalating global trade war. Meanwhile,
geopolitical tensions persisted, incduding the
unresolved Russia—Ukraine war and heightening
tensions in the Middle East in line with intensified
Israeli attacks on Palestine. These developments
heightened global financial market uncertainty,
adversely affecting confidence among economic
agents and investors across countries.

US tariff policies and escalating geopolitical
tensions weighed on slower global economic
growth alongside widening fragmentiation across
countries. Tariff measures reduced the volume and

.
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value of global trade and further exacerbated
disruptions to global supply chains. The adverse
impact on economic activity was more apparent
in the deterioration of consumer and producer
sentiment, reflecting heightened uncertainty
over income and business prospeds. Global
economic growth is projected to slow to 3.3%
in 2025 and further to:2.2% in 2026 and 2027.
Growth divergence across countries persisted,
with advanced and emerging economies slowing
at different paces. &s a result, the pace of
global disinflation proceeds more slowly than in
previous projections.

Overzll, the global monetary policy stance
remained accommeodative throughout 2025,
Elevated global uncertainty promptad central
banks to adopt a more cautious approach in
determining the pace and timing of policy rate
cuts. The US central bank, the Federal Reserve
(the Fed), which began lowering the Federal
Funds Rate (FFR) to 4.50% in September 2024,
opted to postpone further cuts until September
2035, reducing the rate 1o 4.25%, followed by
additional cuts in October 2025 to 4. 00%, and
in December 2025 to 2,75%. Differences in the
magnitude and timing of policy rate reductions
were also observed across ernerging economies,
including China, India, the Republic of Korea,
Malaysia, the Philippines, and Indonesia.

Heightened uncertainty in globzl financial
markets prompted capital outflows from
Emerging Market Economies (EMEs). US tariff
policies and persistent geopolitical tensions
widened risk premia in global finandal markets,
prompting investors to reallocate portfolics
toward perceived safe-haven assets, particularly
US Treasury securities and gold. Inforelgn
exchange markets, the US Dollar Index {(DXY)
remained elevated, accompanied by persistently
high volatility. This reflected sustained yield
differentials across countries in fine with the
generally accommodative monetary policy
stances among central banks.

Looking ahead, the global economy is expecied
to remain marked by elevated uncertainty, At
least five key global developments warrant close
attention. First, the persistence of trade wars as

ot
a

weell a5 the polarization of trade and investment
across countries in addressing global trade
imbalances. Second, global economic growth is
projected to slow amid widening fragmentation
across countries. Third, rising global public

debt has imposed an inaeasingly heavy burden
on both advanced economies and emerging
economies. Fourth, giobal financial markets
continue to harbor significant vulnerabilities
and risks, particularly stemming from non-bkank
financal institutions (MBFs). &1th, vulnerabilities
and risks in global financal markets are
intensifying alongside the rapid expansion of
privately issued and traded digital currencies
and assets. The dynamics, prospeds, and risks in
an increasingly volatile and challenging global
environment have significant implications for
EMEs, including Indonesia. Accordingly, these
conditions need to be addressed through the
formulation and implementation of an optimal
national aconomic policy mix.

National Economic Performance and Outlook:
Preserved Stability, Rising Growth

Indonesia’s economy in 2025 continued to
perform well and remained resilient amid
elevatad global volatility and uncertainty.
Ezonomic growth in the second and third
quarters of 2025 outperformed earlier
projections. Non-oll and gas exports performance
improved, driven by frontdeoading of exports

to the United 5tates in anticipation of taniff
adjustments, alongside higher exports of
agricultural and manufaciurad producis.

The acceleration in economic growth was

also supported by robust domestic demand,
particufarly private investment and the
realization of several Government priority
programs, incduding the development of Special
Ezonomic Zones (SEZS) acrass various regions,
Household consumption also grew solidly in
line with high mobility, although it needs to be
further strengthened amid dedining consumer
expectations, especially among lower-riddle
income groups, and limited job availability.
Overall, economic growth in 2025 was projected
to bein the range of 4.7-5.5% and is expecied
to increase further in 2026 and 2027 to0 4.9~
5.7% and 5.1-5.9%, respectively. Synergy in
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the national economic policy mix between the USE%.8 billion. As of end-Decamber 2025, foreign
Government and Bank Indonesia will need to exchange reserves remained strong at UsD150.5
be continuously strengthened to foster higher billion. This level was equivalent to 6.4 months
growth from both the demand and supply sides of imports or 6.3 months of imporis and servicing
while maintaining macroeconomic stability. of Government external debi, well above the

intermational adequacy standard of around 3
Indonesia’s external economic resilience has months of imports (Table 1).
remained strong despite global volatility,
supported by a sound Balance of Payments Indonesia’s external resilience was also reflecied
(BOP). For full-year 2025, the current account in maintained stability of the Rupiah exchange
was projected to improve from a deficit of rate amid worsening global conditions. Pressures
0.6% of GBP in 2024, shifting into a range of on the Rupiah intensified at times due fo the
between a deficit of 0.5% to asurplus of 0.3% imposition of US tartif polices and other global
of GDP. Meanwhile, heightened global volatility developments; however, Bank Indonesia’s
adversely affected the capital and financial stabilization measures successfully prevented
account; net portfolie invesiment outflows a desper depredation. In late August 2025,
were only partly offset by continued inflows of pressures on the Rupiah re-emerged amid
foreign direct investment, By the end of 2025, global pressures, including policy rate cuts
portfelio investment recorded net outflows of by the Fed that were perceived as less dovish

Table 1. Mational Economic Performance and Prospects

T 2ws
CmpomeTes =0T | r AL | -
B | | 1 ) m | w
Lol 45 12 ood

Economic Growth (Percent, yoy) 370 531 505
Househald Consumption (Percent, yoy) 20 494 4 P FES ag7 a8
Gavernment Consumption (Percent, yoy) 4% AL 102 661 -1 oW 540
Gross Fired Capital Farmation (Percent, yay) 380 187 1% 161 2 cm toa

Construction (Parc=nt. yoy) 23 oo 404 551 I a8 im
Nor-momtruction (Fement. yoy) ¥ 1253 ELE] zA a1 125 1034
Export of Goods and Services (Percent. yoy) 1798 T4z ) 134 B.51 EM 105 am
Impait of Goods and Services {Parcent, yoy) 2486 1500 -16D 735 40 1na 118

Pl Inflation (Percent, yoy) ' 187 557 281 157 103 187 265 2@
Cara Infiation (Percent, yoy) 156 136 1.80 176 2a8 23 218 238
Volatile Food Infiation (Pércant, yoy) 170 3] E73 n1z E a5y £44 &£21
Administersd Prices Infiation (Fercent, yoy) 17 1 172 BSE 216 134 1.10 193

indonesia Balance of Payments ' | —————————————————
Current Account Deficit (Percent of GDP) 030 100 Q015 a6 685 0% 1.08
Capital and Financial Transactions (illian US Dollar) 1257 -Ees amr M a@m 3w 207
Overall Bslance {biflion US Doltar) 13.06 400 E30 771 ol &M £35
Foreign Exchange Reserves (billian US Dollar) 14491 1IFIE 14638 TS7Z IST0 1257 ME7A 15647

Exchange Hate (average; IDR per US Dollar) 18206 14873 1526 15841 16352 16514 16358 16867

Jakarta Camposite Index {average: Index) 622277 606456 685365 720058 GIELTA GESIEE  7AII56 53853

10-Year Government Bond Yield (average; 6.34 7.02 662 634 7.00 690 654 €30

Banking
Total Credit (Ferzent, yoy) s34 1138 3@ 0 216 777 7.70 568
CAR fend of perind, Percent) X6 ’B3 2 276 /e 2 XW 0 XB M5 2605
NPL lend of period, Parcent) 300 248 z18 208 217 Iz 224 205

State Budget" (e
Tax Revenue {trillion Rupiah) 15478 2036 27547 25818 2379
Primary Balance tirillion Rupiah) 816 M1 WEE  -207 1807
State Budget Defict (Percent of GOP) 457 23 161 239 202

Source BPS, Bank Indonesiz, Ministry of Financs, and indonesia Stock Exchange
Hotez *Datas 3= of November 2025, ** Overall year 2025; prelfiminary figurs
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than anticipated; a US Government shutdown,
and domestic factors, such as social unrest

and market concemns over a widening fiscal
deficit. As of end-December 2025, the Rupiah
stood at Rp 16,675 per US dollar, representing a
depreciation of 3.48% from iz end-December
2024 |evel. Overall, Rupiah movements remained
relatively stable compared with those of other
emerging market currencies and were sironger
than most advanced eonomy currencies,
excluding the US dollar. Rupiah stabilization was
supported not only by consistent implementation
of Bank Indonesia’s stabilization policies, but also
by increased foreign exchange conversion into
Rupiah by exporiers following the strengthening
of the Foreign Exchange Export Proceeds from
Matural Resources {DHE 5D:A) policy.

Price stability was preserved, with inflation
remaining low within the 2.521% target range,
thereby suppoerting overall economic stability,
Consumat Price Index (CPl) infiation in December
20725 was recorded at 2 low level of 2.92% (yoy).
Core inflation remained subdued at 2.38%
(yoy), supported by the consistent interest rate
policy in anchoring inflation expectations within
the target range; ample economic capacity;
contained imported inflation in line with Bank
Indonesia’s Rupiah stabilization policy; and the
positive effects of digitalization. Volatile food
(VF) inflation stood at 6.21% (yoy). Meanwhile,
administered price (AP) inflation was recorded
at 1.93% (yoy), in line with limted Goyermment-
mandated price adjustments. Looking ahead,
Bank Indonesia expects CPl inflation to remain
low in 2026 and 2027, within the 2.5£1% target
range, supported by continued consistency in
monetary policy and strengthened synergy with
the Government in inflation contro| at both the
central and regional levels.

Monetary and financial market stability was
maintainad alongside reductions in Bank
Indonesia’s policy rate. Throughout 2025, Bank
Indonesia reduced the Bl-Rate five times, by a
cumulative 125 bps to 4.75% in December 2025,
marking its lowest level since 2022 Bl-Rate
cuts, together with Bank Indonesia’s monetary
liquidity expansion, drove dedines in money

2
N

market rates, the Indonesia Overnight Index
Ayerage (INDONIA), and Government Securities
(SBEN) yields. Nevertheless, pass-through to bank
interest rates remained relatively slow, with
one-month deposit rates declining by only 56 bps
and lending rates by 39 bps through December
2025, Bl-Rate reductions were also supported by
liguidity expansion measures aimed at enhancing
the affectiveness of interest rate transmission,
increasing liquidity, and accelerating money

and foreign exchange market deepening. These
measures included a reduction in the sutstanding
stock of Bank Indonesia Rupiah Securities

(SHBI) by Rp186.07 trillion, as well as purchases
of Government Securities (SBN), including
secondary-market purchases and debi-switching
programs, totaling Rp332.74 trillion. Liquidity
expansion was further reinforeed through the
macroprudential liquidity incentive (KLM]),

which added Rp388.06 trillion to banking system
liguidity by end-December 2025 Money market
deepening was also strengthened through the
implementation of the 2030 Money Market and
Foreign Exchange Market Despening Blueprint
(EPPU) and an enhanced role for Primary Dealers,
which significantly increased market transactions.

Financial system stability remained well-
maintained, supported by strong bank capital
adequacy and low risk from non-performing
loans. The banking Capital Adequacy Ratio
(CAR) stood at 26.05% in November 2025,
indicating a robust capacity to absorb risks.
Meanwhile, the banking Non-Performing

Loan {NPL) ratio remained low in November
2075. Contained credit risk was also reflected

in the continued dedine of the Loan at

Risk (LAR) ratio. Nevertheless, bank credit/
finandng disbursements still need to be further
strengthened to better support economic
growth. Credit growth stood at 9.69% (yoy) in
December 2025, with investment aedit growing
strongly at 21.06% (voy), while working capital
and consumer credit remained on-a moderating
trend at 4.52% and 6.58% (yoy), respectively.
Slower ereditffinancing growth was influenced by
banks’ prudent stance and stil-moderate credit
demand. Locking ahead, financial system stability
is expecied to remain well maintained alongside
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improving national economic performance.
Bank Indonesia will continue to strengthen
policy synergy with the Financial System S5iability
Commitiee (K55K) to safeguard financial

system stability.

Digital economic and finandial transactions
continued to perform strongly, supported by a
secure, seamless, and reliable payment system.
In the fourth quarter of 2025, the value of Bank
Indonesia Real-Time Gross Settlement (BI-RTGS)
trapsactions increasad by 31.04% (yoy) to
Rp65,069.78 trillion. On the retall side, BI-FAST
transaction volume grew by 20.44% (yoy) to
1.258.65 million transactions. Bigital payment
transactions reached 14.26 billion, recording
growth of 39.21% (yoy). QRIS transactions
continued to expand rapidly, growing by
139.99% (yoy), with the nurnber of users reaching
5953 million and merchants 42.75 million,

In terms of Rupiah currency management,
currency in draulation (CGC) grew by 12.90%
{yoy) to Rpl,352.94 trillion, in line with increased
econamic activity. Payment system stability
remained well maintained, underpinned by
resilient infrastructure and an improving industry
structure. From-an infrastruciure perspective, the
reliability and availability of the Bank Indonssia
Payment System (SPBI} were well preserved.
From an industry structure perspective, payment
system Interconnectivity and the expansion of
the Digital Economy and Hnance (EKD) ecosystem
coentinued to strengthen. Transactions based

on the National Open AP| Payment Standard
(SNAP) also increased in line with broader

SNAP adoption. In parallel with the growth of
non-cash transactions, Bank Indonesia remained
committed to ensuring the availability of Rupiah
currency in adequate amounts, appropnate
denominations, and fit-for-circulation quality
across all regions of the Republic of Indonesia
(NKRI), mcluding the frontmost, the outermost,
and the remote areas. This commitment reflecs
Bank Indonesia’s role in safeguarding national
sovereigniy and supporting a payment system
that is safe, seamless, and reliable.

Bank Indonesia Policy Mix 2025: Fostering
Growth, Maintaining Stability

Bank Indonesia’s policy mix in 2025 continued to
be strengthened and oriented toward fostering
economic growth while maintaining stability, in
close synergy with the national economic policy
mix. In the area of monetary policy, in line with
low and well-contained inflation within the
target range, Bank Indonesia reduced policy rates
and expanded monetary operations to support
econamic growth while safequarding Rupiah
exchange rate stability. In the macroprudential
policy area, liguidity incentives were provided

io banks to encourage aeditffinancing to
priority sectors under the Government's Asia Cita
programs. Meanwhileg, in the payment system
area, payment system digitalizaticn was further
accelerated to promote digital economic and
financdial inclusion, particularly in the real secior
and among MSMEs. These three core componeriis
of Bank Indonesia’s policy mix were supported by
strengthenad policies to deepen the money and
foreign exchange market, develop MSMEs and
the sharia economy and finance, as well as by
international policy initiatives.

Bank Indonesia’s monetary policy in 2025 was
implemented through Bl-Rate reductions, Rupiah
axchange rate stabilization, and monestary
liquidity expansion. Thess measures were aimed
at optimizing the monetary policy trilemma,
namely mantaining price stability, exchange
rate stability, and adequate foreign exchange
reserves, Price stability was pursued through five
Bi-Rate cuts totaling 125 bps in 2025, bringing
the policy rate to 4.75% in December 2025,
These nterest rate decisions were forward-
looking and pre-emptive, guiding the inflation
outlook to remain contained withinthe 2.5=1%
target range. Bank Indonesia also continued

to strengthen coordination with both central
and regional governments in inflation control.
Meanwhile, Rupiah exchange rate stabilization
was further reinforced through: offshore market
intervention via Non-Deliverable Forward (NDF);

|
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domestic market intervention through the spot
market, Domestic Non-Deliverable Forward
(DNDF}; and purchases of Government Securities
(SEN) in the secondary market These measures
were complemented by liquidity expansion
through a pro-market monetary operations
strategy aimed at strengthening interest

rate transmission, increasing liquidity, and
accelerating money and foreign exchange market
deepening. This strategy included a reduction

in the outstanding stock of Bank Indonesia
Rupiah Securities (SRBI) and purchases of S5BN,
including secondary-market purchases and
debt-switching operations. The three monetary
instruments, Bl-Rate policy, Rupiah exchange rate
stabilization, and monetary liquidity expansion,
were supported by adequate foreign exchange
reserves. Bank Indonesia consistently ensured
reserve adequacy in line with international
standards to support Government external

debt servicing and Rupiah exchange rate
stabilization policies,

Macroprudential policy was implemented

by strengthening liquidity incentives and

easing all macroprudential instruments to
promote credit and financing growth while
safeguarding financial system stability (F55).
Macroprudential policy was further reinforcad
to achieve optimal credit growth, maintain

F55, and enhance financal incusion. The
Macroprudential Liquidity Incentive (KLM) was
increased to encourage bank credit expansion

to priority sectors in line with the Government's
Asta itz programs. The Bank Foreign Funding
Ratio (RPLN) instrument was eased to broaden
banks" alternative sources of external funding. In
addition, the Macroprudential Liquidity Buffer
(PLM) was relaxed to provide additional liquidity
through a reduction in the required securities
holdings relative to third-party funds {TPF). Other
macroprudential policy instiuments remained
accommodative to further support aedit
expansion. Macroprudential and money market
surveillance of the banking system was also
strengthened to help safeguard FSS, supported
by close coordination within the Financial System
Stability Committee (KS5K),

3
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Bank Indonesia continued to accelerate
payment system digitalization and ensure
adequate Rupiah currency circulation to support
smooth, effident, and productive economic

and financial transactions. Digital payment
system transformation was implementad
consistently in line with the Indonesia Payment
System Blueprint (B5PI) 2020. Digitalization was
aczelerated through instrument innovation

and the expansion of digital payment servicas,
strengthening of the payment system industry
structure and infrastructure stability; as well

as integration of the national digital economy
and finance ecosystem. In 2025, Bank Indonesia
continued to broaden digital payment
aczeptance through more affordable QRIS
pricing schemes for Public Service Agency (BLU)
and Public Service Obligation (PSO) merchants.
In terms of innovation, QRIS features were
expanded through the launch of QRIS Tap, based
on Near Field Communication (NFC) technology.
Meanwhile, sirengthening of the payment
systern indusiry structure was advanced through
wider implementation of the National Open

APl Payment Standard (SNAP), Institutional
strengthening of the payment system industry
was undertaken through enhanced surveillance
and risk management, including measures to
address illegal transactions and cyber threats.
Payment system infrastructure stability was
maintained through optimization of BI-FAST
Phase |, Stage Z features, including bulk transfers,
request-for-payment services, and direct debit
transfers. The digitalization of Governmenit
finanaal transactions was also sirengthened
through the Regional Transaction Digitalization
Acceleration and Expansion Program (P2DD) and
expanded acceptance of the Indonesia Credit
Card (KKl). Externally, international synergy

was broadened through the implementation

of Regional Payment Connectivity (RPC) within
ASEAN and the establishment of a new aass-
border QRIS corridor between Indonesia and
lapan. In Rupiah currency management, Bank
Indonesia consistently ensured the adequacy and
quality of Rupiah currency, while strengthening
synergy and collaboration with various
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stakeholders to guarantee the availability of
Rupiah that is high-guality, reliable, and easily
accessible to all segments of socdety.

Bank Indonesia continued to accelerate the
deepening of a modern, advanced, and
integrated money and foreign exchange

market (PUVA), aligned with a pro-market
monetary operations strateqy, to strengthen the
effectiveness of monetary policy transmission,
financial system stability, and national economic
financing. Since the implementation of the 2030
Money Market and Foreign Exchange Market
Deepening Blueprint (BPPU 2030), transactions in
Indonesia’s money and foreign exchange markets
have continued to show positive developments,
as reflected, among others, in higher average
daily transaction values of repurchase
agreements (repo), Overnight Index Swaps (0I5),
and Domestic Non-Deliverable Forward {(DNDF).
From a pricgng perspective, varous initiatives
were directed toward establishing an efficent
money market term structure across maturities
ranging from two weeks to twelve months,

Bank Indonesia also continued to promote the
development of PUVA market participants to
become more active, competent, ethical, and
professional, while strengthening the role of
market associations, including through the
accelerated implementation of Primary Dealers
in the money and foreign exchange markets.

On the infrastructure front, strengthening and
development were undertaken comprehensively
across the front-end, middle—end, and badk-end
layers to ensure transaction smoothness, procass
efficency, and enhanced risk management In
addition, Bank Indonesia continued to strengthen
synergy with other financial sector authorities,
the Ministry of Finance, the Financial Services
Authority (0JK), and the Indonesia Deposit
Insurance Corporation (LPS), both in advancing
financial market development through education
and finanaal literacy and in broadening sources
of economic financing.

Bank Indonesia continued to strengthen
synergy and collaboration in accelerating
Economic Inclusion, Financial Incdusion, and
Sustainable Finance (IEKB) to support resilient
and sustainable national economic growth.
IEKB implementation was pursued through: (i)
the development of an integrated, competitive,
and inclusive sustainable economic ecosystem;
(i) the optimization of inclusive and sustainable
financing, and (ii1) the expansion of inclusive
and sustainable economic and finanaal

literacy, as well as strengthened synergies.

In addition, Bank Indonesia continued o
promote the development of a self-reliant and
inclusive national sharia economy and finance.
This development was pursued through the
strengthening of three strategic pillars, namaly:
(i} the development of an integrated and
competitive Halal Value Chain (HVD) ecosystamy;
(i1} the optimization of sharia financing; and

(iii) the strengthening of sharia economic and
financial literacy and inclusion. At the global
level, Bank Indonesia continued to strengthen
its international policy engagement to support
macroeconomic rasilience and stability, as

well as economic growth, Efforts were also
intensified to increase intermational transactions
in local currencies through strengthened
cooperation and broader implementation,
alengside the active enhancement of bilataral
central banking cooperation, Bank Indonesia
further sirengthened synergy and coerdination
with minisiries and government agencies to
manage positive perceptions of Indonesia’s
economy and to promote investment and trade.
Bank Indonesia’s international reputation
continued to sirengthen, as reflected in its
active participation in various international
cooperation forums. Throughout 2025, Bank
Indonesia recsived several international awards,
including: the Central Banking Awards; the Asian
Banker Awards; the Global Islamic Economy
and Finance Awards (GiFA) 2025; the Contad
Center World Global Asia Padfic Top Ranking
Performers Award 2025; and the Asfa Pacific
Stevie Awards 2025.
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In the institutional policy area, Bank Indonesia
continued to undertake policy transformation,
organizational transformation, digitalization,
and human capital development to strengthen
its policy and institutional frammework in

responding to an evolving strategic environment.

In the policy area, Bank Indonesia continued to
reinforce the regulatory framework of the Bank
Indonesia Policy Mix (BKBI), which integrates
monetary, macroprudential, and payment
system poelicies, supported by complementary
policies to achieve the objectives mandatad by
law. Institutional fransformation was focused
on three core agendas. First, strengthening
central bank policy and institutional governance
systems based on the principles of independencs,
consistency, coordination, accountability, and
transparency (IKKAT). Second, digitalizing policy
and instriutional work processes toward the
vision of becoming a leading digital central
bank. Third, strengthening Bank Indonesia’s
profesional leadership with high competence
{book-smart), strong experience {street-smart),
and strong moral integrity (spiritual-smari),
through the "Aku Bangga Bl Bermakna" (AB3)
work cutture program.

Policy Mix for National Economic Transformation:

Synergy to Foster Higher and Resilient Growth

Loeoking ahead, strengthening synergy in

the national economic policy mix will need

to focus on five key areas to foster higher

and more resilient economic growth. First,
macreeconomic and finandal system stability
must remain the top priority. Indonesia is
intermationally recognized for its ability to
maintain macroeconomic stability. Going
forward, this stability will become increasingly
essential to support growth from the aggregate
demand side, while also strengthening national
economic resilience amid rapidly evolving and
highly uncertain global econamic and financial
conditions. In this context, Rupiah exchange
rate stability and low, well-contained inflation
need to be continuously maintained. Hscal
discipline must also be preserved, with the
fiscal deficit kept below 3% of GDF. In addition,
banking system resilience and stability need

to be further sirengthened. Accordingly, close

.

coordination between the Government’s fiscal
policy and Bank Indonesia’s monetary policy, as
well as strengthened policy synergy within the
Financial System Stability Commitize (KSSK), will
remain essential,

Second, real sector transformation needs to

be accelerated to strengthen domestic sources
of higher economic growih. Accelerating this
transformation is also essential to reinforce food
and energy security, which serve as key pillars of
national economic resilience and self-reliance.
Industrial policy through downstreaming and
the industrialization of natural resources neads
to be prioritized in the development of strategic
national industries, including the mineral,
plantation, agriculture, and fisheries sectors. The
development of commercially viable business
models is critical to atiract investment, both by
the Government, incuding through Danantara,
and by private investors, domestically and
internationally. To this end, structural reform
policies aimed at improving the investment
climate, connectivity infrastructure, and research
and development need to be continuously
advanced to enhance competitiveness and
productivity across capital, labor, innovation,
and efficency.

Third, financing sources need to be further
developed to support real sector transformation
programs, particularly downstreaming and

the industrialization of natural resources.
Achieving higher economic growth requires
substantial capital and investment, which
cannot be fully financed through the State
Budget (APEN). Financing for downstreaming
and natural resource industrialization projects
can be sourced from Danantara, the banking
sector and other finandal institutions, as well

as private investors, both domestic and foreign.
Hnancing instruments may take the form of
equity investment, bank oedit, and the issuance
of bonds and other securities. Accordingly,
finandal market deepening is crudal to support
natianal economic financing, including through
enhanced liquidity, more competitive interest
rates, and the availability of hedging instruments
against interest rate and exchanage rate risks
Bank Indonesia will continue to maintain close
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caardination within the Financial System Stability
Committes (K55K) to advance financial market
deepening efforis.

Fourth, national economic and financial
digitalization needs to be continuously
accelerated to achieve higher and more resilient
economic growth. Indonesia has been among the
faster adopters of digitalization, particularly in
payment system digitalization and retail digital
econemic and financial transactions. The use of
ORI5, mobile banking, ecommerce, and BI-FAST
has continued to expand among the public and
micro, small, and medium enterprises (MSMEs).
Notably, these digital innovations” convenience,
speed, and low transaction costs promote
inclusivity by broadening access to economic
and financial services. The digitalization of
Government financal transactions has also
continued to advance, supporting improved
revenue collection and greater efficiency in
budget expenditures at both the central and
regional levels. Looking ahead, the acceleration
of payment system digitalization and the national
digital economy and finance need to be further
strengthened, alongside the continued expansion
of digital-based service businesses across various
segments of the economy. The development

of both retail and whalesale payment system
digitalization will continue, induding inftiatives
on the Digital Rupiah and Digital Finanaal
Assets by Bank Indonesia in accordance with its
statutory mandate. Cross-border cooperation

in digital payments also needs to be expandad,
including QRIS and BI-FAST connectivity, as well
as the wider use of Local Currency Transactions
(LCT} in the settlement of trade, investment, and
fimancial fransactions.

Fitth, the effectiveness of trade and invesiment
cooperation with major partner countries needs
to be further enhancad. Indonesia’s trade and
investment cooperation should be focused an
key bilateral and regional partners that provide
the greatest mutual benefits, including ASEAN+3
{China, fapan, and the Republic of Korea), India,
the Middle East, and the European Union, while
comntinuing to support multilateral cooperation.

Such cooperation needs to be dosely aligned
with Indonesia’s strategic interests in trade and
investment, particularly in supporting natural
resource downsiteaming programs and their
associated financing needs. Cooperation should
also encompass the expansion of Local Currency
Transactions (LCT), the advancement of financial
market deepening, and the sirengthening

of cross-border digital payment cooperation

o facilitate bilateral and regional trade

and investment.

Direction of Bank Indonesia’s Policy Mix in 2026:
Fastering Growth, Maintaining 5tability

Bank Indonesia’s policy mix in 2026 will
continue to be oriented toward supporting
aconomic growth while maintaining stability.
This policy stance is based on the assessment
that Indonesia’s economic and financial cycies
remain below their potential levels and are
expected to move toward optimal conditions
around 20272028, From the economic oycle
perspective, this assessment is reflected in
inflation projections that are expected to remain
well contained within the 2.5£1% target range
in 2026 and 2027; economic growth, which is
still below national output capacity, is projected
at 49 57% in 2026 and 5.1-5.9% in 20Z7. From
the financial cycle perspective, credit growth

is projected to remain below optimal levels, at
8-12% in 2026 and 2-13% in 2027, Also looking
ahead, synergy between Bank Indonesia’s policy
mix, Gavernment palicies, and the Financial
System Stability Committee (KS5K) will continue
io be sirengthened to foster higher and more
resilient economic growth, while safeguarding
maceeconomic and finandial system stability on
the path toward Golden Indonesia 2045.

Bank Indonesia’s monetary policy in 2026 will
be oriented toward achieving the inflation
target-and maintaining Rupiah exchange rate
stability, while continuing to utilize available
policy space for Bl-Rate reduciions to support
higher economic growth. The monetary policy
stance will be implemented through four core
instruments. Firsi, a forward-looking and pre-

-
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emptiive interest rate policy to achieve the
inflation target and foster higher economic
growth. Second, monetary liquidity expansion
through a pro-market monetary operations
sirategy to sirengthen the effectiveness of Bl
Rate transmission to bank interest rates and

to accelerate money and foreign exchange
market deepening. Third, Rupiah exchange

rate stabilization measures to safeguard
external stability from global uncartainty
spillovers. Fourth, maintaining adeguate

foreign exchange reserves to support Rupiah
stabilization and Government external debt
servicing, underpinned by the management of
foreign exchange flows in line with international
standards. Bank Indonesia will continue to
strengthen monetary—fiscal policy coordination
to achieve the inflation target, preserve
macroeconomic stability, and support higher and
more resifient economic growth.

Bank Indonesia will also continue to maintain an
accommodative macroprudential policy stance
in 2026 to promote bank credit and financing
in support of higher economic growth, while
safeguarding financdial system stability. This
accommodative stance will be pursued through
three key measures. First, sirengthening the
effactiveness of the Macroprudential Liquidity
Incentive (KLM) forward-looking lending channel
to encourage greater bank credit and financing
to priority sectors, Second, accelerating the
dedine in deposit and lending rates through
the effectiveness of the KLM forward-looking
interest channe! and necessary policy responses,
including coordination within the Finanaal
System Siability Committee (K55K) to reduce
special rates for large depositors and to narrow
lending rate margins. Third, strengthening
systemic surveillance to preserve banking
resilience against global shocks and operational
risks, including through enhancements to the
Integrated Crisis Management Protocol (PMKT).
Policy coordination with the Government and
the K55K will also continue to be sirengthened
to expand credit and financing to priority

.

sectors; reinforce financial system stability;

and support the continuity of financial sector
reforms mandated under the Hnandal Sector
Development and Strengthening Act (P2SK Act).

Bank Indonesia will continue to accelerate

the Digital Economy and Finance (EKD) for
future generations, guided by the Indonesia
Payment System Blueprint (BSPI) 2030, The
direction of payment system policy in 2026

will focus on accelerating digitalization to
further support sustainable economic growth
through five key measures. first, regarding
infrastructure, Bank Indonesia will develop the
Mew BI-FAST and industiry fast-payment solutions,
modermize BI-ATGS; and strangthen payment
data infrastructure that is fully interconnected,
integrated, and interoperable (31) to support
policymaking, indusiry business development,
and the public interest. Second, concerning
indusiry consolidation, Bank Indonesia will
reinforce payment system digitalization within
the banking sector, promote interlinkages
between banks and fintechs; and advance
regulatory reforms to support consolidation

of the payment system industry and the
restructuring of the Nonbank Money Changer
(KUPVA BE) industry to further strengthen
payment integrity. Third, regarding innovation
and digital acceptance, Bank Indonesia will
collaborate with the Indonesia Payment System
Association (ASPI) to promote innovation and
balanced digital payment acceptance; strengthen
consumer protection through the Indonesia
Digital Innovation Center (PIDI}; and public
campaigns and education and literacy programs.
Fourth, from an internationalization perspective,
Bank Indonesia will expand international
cooperation in retail payment systems, both
bilaterally and multilaterally, incuding through
the development of NEXUS. Fifth, on Digital
Rupiah development, Bank Indonesia will
proceed with the next phase of experimentation,
with a foaus on the development of the
Securities Ledger.
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Money market and foreign exchange market
deepening continues to play a vital role in
supporting the effectiveness of Bank Indonesia’s
policy transmission, financial sysiem siability,
and fiscal and economic financing. The money
market and foreign exchange market (PUVA)
deepening policy in 2026 will focus on five

key programs. First, the development of repo
products will be pursued in line with efforts

to increase fransaction volumes and liquidity

in the secondary markets for Bank Indonesia
Rupiah Securities (SREBI), Bank Indonesia Sukuk
(SUKBI), Bank Indonesia Foreign Exchange
Securrties (SVEBI), and Bank Indonesia Foreign
Exchange Sukuk {(SUVEI), while supporting the
formation of Overnighit Index Swap (015} and
Foreign Exchange Swap (FX Swap) markets. These
inttiatives aim to enhance the effectiveness of
monetary transmission, maintain Rupiah stability,
strengthen hedging activities, and improve short-
term liquidity management. Second, effiaent
market mechanisms will be strengthened fo
support the formation of interest rate structures
(INDONIA, OIS, and repo), exchange rate
instruments (DNDF), and hedging instruments
(IR5 and FX Swap). Third, market consolidation
will be reinforced through strengthening

PUVA Primary Dealers, enhancing the role of
the Indonesian Money Market and Foreign
Exchiange Market Association (APUVINDO) in
the implementation of monetary operations
strategies; and PUVA development, including
improving participant quality and enfordng the
Market Code of Conduct. Fourth, integrated (31
interconnecied, integrated, and interoperable)
infrastructure for the money market and foreign
exchange markel, monetary operations, and
payment systams will be developed through

the implementation of PUVA payment system
and market data infrastructure. These will

also serve as a foundation for supporting the
issuance of the Digital Rupiah. Fifth, synergy
and coordination in economic finandng will

be strengthened to support the development

of a well-governed money market and forelgn
exchange market.

Bank Indonesia will continue to expand and
strengthen its role in accelerating Economic
Inciusion, Financial Inclusion, and Sustainable
Finance (IEKB) to support resilient and
sustainable national economic growth. IEKE will
focus on developing an integrated, competitive,
and inclusive sustainable economic ecosystemn.

In addition, Bank Indonesia will emphasize the
optimization of financing, literacy, and synergy
in inclusive and sustainable economic and
financial development. To these ends, several
initiatives are noteworthy. First, to enhance
competitiveness, Bank Indonesia will continue
to strengthen business models; quidelines,

and various fadlitation schemes, including the
implementation of pilot projects encompassing
capacity building and expanded market

access; including along supply chains. Second,

io broaden accass to financing for MSMEs,
financing business matching will continue to be
strengthened through synergy with ministries/
government agencies, financial institutions, and
Bank Indonesia’s Regional Offices nationwide.
Third, financial literacy and synergy will cortinue
io be expanded through implementation of

the Core Competencies for Financial Literacy

and Indusion (KLIK) via standardized education
modules, and sustained education and mentoring
programs across regions. Bank Indonesia will also
cantinue to strengthen its role in accelerating
the comprehensive development of the

sharia economic and financial ecosystem. The
development of the Halal Value Chain (HVC)
ecaosystem will remain focusaed on priority sectors,
namely halal food, modest fashion, and Muslim-
friendly tourism. In the area of commercial
sharia finance, sharia money market deepening
policies to support sharia financing will be
pursued through the develepment of financing
business models that support priority sharia
economy sectors, the implementation of the
Sharia Financng Month (BPS), the strengthening
of macroprudential policies that support priority
sharia sectors, and policies related to sharia
Primary Dealers. Furthermore, the expansion

of sharia economic and financial literacy and
inclusion will continue to be pursued in close
synargy with relevant stakeholdars

2
-
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Bank Indonesia will continue to strengthen
close synergy and coordination with the
Government to further enhance Indonesia'’s
position at the bilateral, regional, particularly

in Asia, and at the global levels. International
policy is directed at advancing national interests
by strengthening economic resilience against
global spillovers and fostering cooperation to
support sustainable economic growth. In 2026,
Bank Indonesia’s international policy will focus
on three main pillars. First; strengthening and
expanding bilateral cooperation with key partner
central banks in the areas of central banking;
payment systems; Local Currency Transactions
(LCT}; and international finandal cooperation,
including Bilateral Swap Arrangements (BSA).
Second, reinforaing regional cooperation,
particularly through ASEAN Financdal Integration;
ASEAN Payments Connectivity (APC); and the
strengthening of the Chiang Mai Initiative
Multilateralisation (CMIM) as a regional financal
safety net among ASEAN+2 economies. Third,
active participation in advancing national
interests within international economic,
monetary, and financial agendas. In addition,
Bank Indonesia will continue to strengthen
positive market perceptions among investors
and rating agencies, as well as promote trade
and investment through its Investor Relations
Unit (IRU) network. Furthermore, the role of this
network (comprising the national IRU, Regional
IRUs (RIRU), and Global IRUs (GIRU) offices)

will be reinforeed across regions and abroad.
Bank Indonesia will also continue to enhance

its institutional leadership through chairing

intemational cooperation forums and earning
international recognition and awards in areas
including the policy mix, research, innovation,
institutional development, leadership, and
the digitalization of payment systems and
currency droulation

Bank Indonesia will continue to implement

its institutional transformation agenda by
consistently upholding principles of sound

and professional governance. Institutional
transformation will be further strengthened
and refined, particularly in implementing

the mandate of the Bank Indonesia Act, as
amended most recently by the Financial Sector
Development and Strengthening Act (P25K Act).
Going forward, institutional fransformation will
remain focused on three priority areas. First,
strengthening organizational functions and
work processes that are integrated, aligned,
and comprehensive. Second, enhancding the
digitalization of policy and institutional

work processes through the refinement of
digital-based business process re-engineering,
emphasizing collaborative work and supportad
by the utilization of artificial intelligence.

Third, strengthening human capital through
leadership development, the eultivation of new
capabilities, and reinforcement of the Employee
Value Proposition (EVP). Furthermore, Bank
Indoneasia will continue to strengthen policy and
institutional governance to build a central bank
that is aedible, professional, well governed,
and transparent.



CHAPTER 1

GLOBAL ECONOMIC
PERFORMANCE AND OUTLOOK:
SLOWING GROWTH,
HIGH UNCERTAINTY

The global economy in 2025 has been characterized by heightened unceriainty due to
protectionist policies in the United States (US) and persistent geopalitical tensions, resulting in
slower growth across many couniries. Looking ahead, the global outiook will be shaped by five
key features that warrant clase attention, namely ongoing wars and polarization of cross-border
trade and invesiment, slowing global growth with widening fragmeniation among countries,
swelling global public debt, elevated vulnerabilities and risks in global financial markets, and
the proliferation of privately issued digital asrendes and assets. These dynamics and prospecis
necessitate an appropriate national economic poficy mix respanse.




ECONOMIC REPORT ON
INDONESIA 2025

he world remains turbulent with persistent

uncertainty. Geopolitical tensions remain

alevated, with the Russia-Ukraine war in
Europe still unresolved and rising tensions in
the Middle East in line with intensified Israel
attacks on Palestinian territories. In the economic
sphere, US President Donald Trump launched a
trade war on 2 Apnil 2825 by impesing a universal
10% impeort tariff on all goods entering the US,
supplemented by very high reciprocal tariffs on
57 trading partners, including China, Canada,
Mexico, and the European Union.

The unilateral imposition of import tarifis by
Trump, referred to domestically as "Liberation
Day”, was intended to protect domestic industries
and addrass the US trade balance deficit arising
from its perceived lack of competitiveness in
multilateral trade. China was subjected to effective
import tariffs of up to 54%, while Canada and
Mexico faced tanff rates of up to 25%. Several
smaller countries were also hit with high tariffs,
including Cambodia (43%), Vietnam (46%), and
Myanmar (44%) in Asia, aswell as Lesotho (50%)
and Madagascar (47%) in Africa. In response to the
unilateral US tariff policy, several major countries,
including Canada, China, and the European Union,
announced retaliatory tariffs, thereby intensifying
the global trade war. Meanwhile, other countries
enteraed negotiations to secure lower tanff rates,
often by committing to increase imports from the
S, Nevertheless, US tarff measures remained
elevated, particularly against China, although not
as severe as intially threatened by President Trump
(Graph 1.1.). Furthermore, the escalating trade war
and geopolitical tensions have heightened global
finandal market uncertainty, adversely affecting
business sentiment and investor confidence across
countries (Graph 1.2.).

Global economic growth has
slowed, accompanied by widening
cross-country fragmentation driven
by the United States’ unilateral tariff
measures and ongoing geopolitical

tensions

E
a

Graph 1.1. US Effective Tariff Rates: China,
Mexico, Japan, Total

Woerld = L
Chinz- L ] ]
Toroye! =
Indiz: ®
Brazll ®
lapsn. ® E_u
Ewropean [nioh .
mENA | "
Linited Kingudom .
Sl Sanmman Adncs
Camanlz
Mezico

] W 2 30 AD 50 ED FL]

Aol JO35 WED
= End IT24

Tuiky 20795 WED Updats
u Octoher 2055 WED

Hat=
WED: World Ecommmic Dutieot pulilishat! by IMF
MEEM A Wiididse East and North Africa

Souwrce Bank Indonesia, adspied from vansn ources

The unilateral US tariff policy and escalating
geopolitical tensions have weighed on global
economic performance, contributing to slower
growth amid widening fragmentation among
countries. The tariff measures reduced the volume
and value of global trade and intensified the
impact of global supply chain disruptions that
had already emerged since 2024 due to persistent
geopolitical tensions. Import growth in North
America, for instance, fell sharply from 22.1% in
Q1-2025 t0 0.7% and 1.7% in Q2 and Q3-2025,
respectively. Export growth in Asia and Europe,
which had increased in Q2-2025 in anticipation
of the US tariff hikes, began to moderate in Q3-

Graph 1.2. Global Financial Market
Uncertainty Index
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2025. The adverse impact on real sector activity
was also apparent in deteriorating consumer
and producer sertiment, reflecting heightened
uncertainty sirrounding income prospects and
business conditions worldwide. Overall, global
growth is projected to slow to 3.3% in 2025 and
3.2%in 20262027 (Table 1.1), Growth divergence
across countries persisted. Advanced economies
were projected to decelerate from 1.B% in 2024
to 1.7% in 2025 before improving to 1.8% in
20262027 . Meanwhile, emerging economies
were projected at4.3% in 2025, easingto 4.1%
in 20326 and 4.0% in 2027. The tariff measures
also pushed gold prices sharply higher, alongside
rising prices of several food commeodities and
services, compounding the inflationary impact
of higher wages following immigration policy
adjustments in the US. Consequently, global
disinflaticn progressed more slowly than in the
previous projection, with inflation projected

at 29% and 3.8% in 2025 and 2026. Over the
same peried, inflation in advanced economies is
projected to remain around 2.4%, while inflation
in emerging economies is estimated at 4.8% and
47% (Graph 1.3.).

Among the advanced economies, the US economy
has begun to moderate, while the Euro Area
continues to recover, US economic growth is
projected to slow from 2.8% in 202410 2. 1%

in 2025, improve to 2. 3% in 2026, and then

Graph 1.3. Global Inflation: Advanced Ecanomies
and Emerging Econamies
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ease to 2.1% in 2027, assuming no additional
tariff increases. The unilateral fariff policy

has succeeded in reducing U5 imports but has

not generated an incraase in exports, thereby
initiating downward pressure on growth through
the external sector (Graph 1.4.). Meanwhile,
weak competitiveness in US industries, excluding
digital technology and defense, has weighed on
investment, limiting the contribution of domestic
demand amid softening consumption linked

io labor market moderation and high inflation
(Graph 1.5.). Room for use of fiscal policy has

also narrowed, given the high fiscal defict and

Table 1.1. Global Economic Growth: Advanced Economies and Emerging Economies (%, yoy)

Courntry 3 Hza For el 2026* HET
World 35 33 13 3.2 32
Badvanoed Eoonomiss L7 18 1.7 1.8 18
United States 2.9 2.8 21 23 21
Euro Areg 4 0.9 13 13 14
lapan 1.2 4.1 11 0.8 07
Emerging Economies 47 43 4.3 4.1 40
Chinz 5.4 2k 50 44 40
India 87 25 T4 b.h 67
ASEAN-5 41 4.6 44 43 a5
Lstin America 24 24 232 42 2B

Mota: *BEank Indonasia’s Projectian
Soyrcel WEO-IME, Bank Indomesiz
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Graph 1.4. United 5tates Economic Growth
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mounting government debt, compounded by
the temporary government shutdown, triggered
by unresolved political negotiations. The tanff
policy has also slowed the disinflation process,
with inflation projected at 2.6% in 2025 and
2.9% in 2026, thereby constraining the extent of
Federal Funds Rate (FFR) reductions from 4 5% in
2024 to 2.75% by end-2025.The Federal Reserve
is expected to resume easing only in mid-2026.
Meanwhile, the Euro Area recovery continues,
with growth projected to rise fram 0.9% in

2024 to 1.3% in 2025 and 2026, and further to
1.4% in 2027, supported by improving private
consumption in line with monetary policy easing,

Graph 1.5. United States Inflation
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fiscal stimulus, and front-Joading of exportsin
anticipation of frade agreements with the U5,
Inflation in the Euro Area continues to dedline
from 2.4% in 2024 10 2.0% and 1.9% in 2025 and
2026, enabling the European Central Bank (ECB)
to make more aggressive and earlier policy rate
cufs than the FFR, from 3.0% in 2024 t0 2.0% in
2025, In Japan, economic growth is projected

to strengthen to 1.1% in 2025, supported

by sustained wage improvements, before
moderating to 0.8% in 2026 and 0.7% in 20Z7 due
to structural challenges from an aging population,
persistently high inflation, and weaker exporis
owing to US tariff policy.

In Emerging Market Economies (EMEs), the
impact of US tariff policy on economic slowdown
has been most pronounced in China and Latin
America, while economic performance in India
and ASEAN-S has remained relatively resilient.
China’s economic growth slowed from 5.0%

in 2024 and 2025 to 4.4% and 4.0% in 2026

and 2027, respectively. Elevated US tariffs have
weighed on China's export growth, except for
technology-based products, supported by strong
adoption of technology and Artificial Intelligence
(4Af) as well as government stimulus measures
(Graph 1.6.). To date, there are no indications of
significant trade diversion from China to other
countries, induding those in ASEAN. Domestic
consumption in China also remains subdued and is
expected to remain weak going forward, despite

Graph 1.6. China: Exporis by Commodity Group
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sizeable fiscal stimulus and an accommeodative
monetary policy (Graph 1.7 ). Meanwhile, India’s
economy has demonsirated strong resilience, with
growth reaching 7.4% in 2025 and remaining
robust at around 6.6% and 6.7% in 2026 and
2027. India’s growth outlook is underpinned by
sustained improvements in domestic consumption
and continued expansion in manufaciuring,
supporied by fiscal spending despite a downward
trend in line with fiscal consolidation efforis by
the Government. Malaysia, Thailand, Indonesia,
and the Philippines also reflect resilience, with
growth projected to ease shghtly from 4.6% in
202410 4.4% and 4.3% in 2025 and 2026 before
rebounding to 4.5% in 2027. Inflation acress
ASEAN-5 remains contained at around 2.7% in
2025 and 2.8% in 2026 and 20Z7.

US tariff policy and global geopolitical tensions,
along with their impact on fragmentation and
delayed disinflation, have placed central banks in
a2 more challenging position in setting monetary
policy, even though the overall stance remained
accommodative throughout 2025. Global
economic uncertainty has prompted central banks
to adopt a more cautious approach in determining
the pace and timing of policy rate reductions
(Table 1.2.). The Federal Ressrve (Fad), for
instance, which began lowering the FFR to 450%
in September 2024, opted 1o delay further auis
until September 2025 to 4 25%, October 2025 to

Graph 1.7. China: Domestic Demand Indicators
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#.00%, and December 2025 to 3.75%. In contrast,
the European Central Bank (ECB) continued
reducing its policy rate from 2.00% in December
2024te 2.50% inQ1-2025, 2.00% in Q2-2025,

and maintained 2.00% through October 2025,
Bifferences in the magnitude and timing of policy
rate cuts have also emerged among emerging
economies, induding China, India, the Republic of
Eorea, Malaysia, the Philippines, and Indonesia. In
general, central banks in emerging economies must
weigh the adverse effects of global uncertainty
on achieving inflation targets against the need

to stimulate domestic economic growth. This

Table 1.2. Monetary Policy Rates: Advanced Economies and Emerging Economies {%)

L

TS

gz |

Advancad Economies

Federal Resarve (FED) 450 450 450 425 375
European Central Bank (ECE) .00 2.50 200 200 210
Bank of England (BOE} 475 450 475 4.00 400
Bank of Lapan {BOJ) n25 0.50 050 050 050
Emerging Economies

Peopla’s §ank of (hina (PEal) 1540 150 1.40 130 1.40
Bank of Korea (BOK) 300 275 2540 2.50 250
Resorve Bank of India (REI) 650 625 5.50 550 815
Bangko Sentral ng Pfipinas (B50) 575 575 525 5.00 475

Snurce: Bank Indonesiz, sdapted from ¥anous sources
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challenge has become more pronounced given the

delayed FFR reductions and the sizeable US fiscal
deficit and government debt, both of which have
exerted significant influence on capital flows and
exchange rate dynamics in-emerging £conomies.
As of November 2025, the US fiscal deficit and
government debi were astimated at around 5.9%
of GDP and USD38 .4 tnillion, respeciively, among
the highest globally. Consegquently, although the
yield on 2-year US Treasuries declined to 3.53% in
Decamber 2025 tollowing the FFR cut, the yield
on 10-year US Treasuries remained elevated at
around 4.13%, reflecting the persistentiy high
fiscal deficit and government debt (Graph 1.8},

Global financial market uncertainty has also
increased significantly, accompanied by capital
outflows from emerging markets toward safe-
haven assets, particularly US Treasuries and gold.
Policy rate reductions by central banks, including
the FFR cuts, should have supporied global
finandal market stability. However, US tariff
measures and persistent geopolitical tensions
have widened risk premia in global financial
markets, prompting invesiors to reallocate
portfolios to perceived safe asets. Consequently,
substantial foreign porifolio outfiows from
EMEs occurred in Q2-2025, particularly in bonds
and money market instruments {(Graph 1.9.).
With pregress in tanff negotiations and greater
clarity regarding H-R reductions, portfolio
inflows resumed in Q2-2025, primarily to EMEs

Graph 1.8. FFR vs 2- and 10-year
US Treasury Yields
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Graph 1.9. Foreign Capital Flows to Emerging
Economies: Bond, Equity, Money Market
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offering attractive yitelds relative to the U5 and
maintaining sound maooeconomic and financial
systemn stability. In the foreign exchange market,
the US dollar tended to weaken against major
global currencies such as the euro and the pound
sterling, yet remained highly volatile against
Asian aurrendes (Graph 1.10.). This reflected
persistent yield differentials across countries in
line with the monetary policy rate adjustments.
Overall, elavated volatility in capital flows and
exchange rates continued to posa challenges for
EMEs in mitigating the adverse spillover effects
and strengthening external resilience to support
domestic economic growth.

Graph 1.10. USD Index vs Advanced Economies
and Asian Countries
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Looking ahead, the global economy is expected
to remain characterized by ongoing trads wars
and geopolitical tensions among countries, amid
highly dynamic and challenging conditions.
Although the tariffs ulimately imposad by the

US were not as high as President Trump's initial
threat on 2 April 2025, bilateral tariff negotiations
between the US and China, as well as other
couniries, are likely to continue until the Us
Government considers its trade balance objectives
sufficienitly addressed. The new administration
resulting from the 2024-2025 general eleciions
also tend to adopt more populist policy stancas,
including expansive fiscal spending and high levels
of public debt, as well as other policies aimed at
maintaining popularity. The increasing use of
transactions and derivative products linked to
public debtin advanced economies by Nen-Bank
Financial Institutions (NBFls), which remain subject
to limited regulation and supervision, is expected
to create significant risk and volatility in global
financial markets. At the same time, the rapid pace
of the digital technology revelution, including

the use of Artificial Intelligence (Al) in finance,
such as aryptocurrency trading, stablecoins, and
other digital asset products by private entities,

will further heighten risks and volatility in global
financial markets. it will also challenge the ability
of national authorities, including central banks, to
mairtain effective oversight and control.!

1 A cmprehensye slabaration on the dioal technology revoloton
5 presarited in Box 1.1, Digital Innovations: Opportunitses and
Chaflanges for the Economy

The following factors, either individually or
collectively, could have a significant impact on the
outlook and the risks of further deterioration in
the global economy going forward. At least five
(5) kay trends warrant close attention.

First, the persistence of trade wars and the
polarization of trade and investment among
countries in addressing global trade imbalances.
Unilateral tariff policy has been used previously
by the US Government to tackle its large trade
balance deficit caused by weak economic
competibiveness (Graph 1.11.). Even before

World War I, high tariffs were imposed during
1919-1923 under the Fordney-McCumber Tariff
Art to protect US agriculture and industry. In 1934,
the US Government introduced reciprocal tanff
policies with varying rates for trading partners
through the Most-Favared Nations (MFN) concept
After World War I, tanffs declined sharply with
the establishment of General Agreement on
Taritfs and Trade (GATT) to liberalize global

The giobal economy is expected to
remain affected by the continuation
of trade wars and geopolitical
tensions among countries, marked
by high dynamics and significant
challenges

A
N
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Graph 1.11. A Brief History of US Protectionism:
From Politics to Economics
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trade. However, the ballooning trade deficit in
the 1980s reignitad US protectionist policies,
including tariffs on steel imports under the
Bush Administration in 2002-2003. In 2018, the
Trump Administration imposed new tariffs on
commodities such as steel and aluminum, which
triggered retaliation from China. With Trump’s
return to office in 2025, rediprocal tariff policies
were reinstated at the highest level since 1224
to address the trade deficit which has been
widening since 2020 (Graph 1.12.). This historical
pattern indicates that trade wars initiated by
the US Government are likely to persist as a

Graph 1.12. US Economy and World Trade
Imbalances
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political and economic strategy against trading
partners with large trade surpluses, despite
oppaosition in multilateral cooperation. In other
wrords, trade polarization will intensify going
forward, prompting countries to priortize
bilateral and regional cooperation over
multilateral arrangements under the World Trade
Organization (WTO).

Second, global economic growth is expectad

to slow amid widening fragmentation among
countries. Considerning the long history of US
protectionist policies to address its large trade
balance deficit, it is no exaggeration to expect
that high tanffs and bilateral negotiations will
persist going forward. China is projected to face
elevated tariffs from the US until its trade surplus
with the U5 dedlines, m addition to political
considerations stemming fromi rivalry among
major global powers (Graph 1.13.). Supply chain
disruptions will continue, with global trade
volume expectad to fall from around 4.1% in 2025
to 2.6% in 2026, Consequentiy, global economic
growth is projected to stagnate at around 3%,
with downside risks if the USs-Hed trade war
persists (Graph 1.14.). The US economy is expected
to stagnate with growth around 2%, while
recassjon risks increase due to weak indusirial
competitiveness and housshold consumption,
exacerbated by the impact of immigration policy
on labor markets and persistent inflationary

Graph 1.13. U5 Continues to Impose Reciprocal
Tariff Policies on China and Other
Countries
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Graph 1.14. Global Economic Growth Projections
and Cross-Country Fragmentation
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pressures from import tariffs. China’s economy,
maost affected by high tariffs, is projectz=d to slow
further to around 4%, although the pace of trade
diversion from China to other countries outside
the US could provide some growth impetus,
India’s economy is expected to maintain strong
growth of around 6%, suppaorted by robust
domestic demand, particularly from household
censumption. Meanwhile, global inflationary
pressures and inflation in many countries are
expected to remain elevated due to persistently
high non-oil commodity prices as a result of high
import tarifis and ongoing global supply chain
disruptions. These conditions will constrain the
room for further monetary policy rate cuts in
many countries starting in 2026 to stimulate
domestic economic growth. Therefore, future
growth momentum will largely depend on the
implementation of structural and industrnal
reform palicies to drive the real sector, supported
by expanded bilateral and regional trade and
mvestment cooperation.

Third, the surge in global public debt has
impeosed an increasingly heavy burden on both
advanced economies and emerging economies.?
Total globkal government debt has now reached
USD110.9 trillion (24.6% of GDP), with two-thirds,

2 A moars detailed elshorstion on fiscal defiots and public dabt &
pr=sented in Box 1.2, Fxal Beficin and Pulkic Debt in Advanced
Economied, Particulariy the United States, snd Implicstions for
Global Financial Markets

approximately USD74.8 trillion, concentrated

in advanced economies (Graph 1.15.). This
staggering figure refiects how expansionary
fiscal policies and economic stimulus over the
past decade have resulted in significant fiscal
strain across many countries. The United States
and China are the two largest debtors, combined
accounting for more than half of total global
public debt. U5 Government debt totals USD38.3
trillion (125% of GDP), representing more than
one-third of global debt, while China ranks
second with USD1B.7 trillion (36% of GDF). Japan
ranks third with USD9.8 trillion (230% of GDP),
followed by the United Kingdom (USD4.1 tnllion,
103% of GDP) and France (USD3.9 trllion, 117%
of GDP). Elevated government debt levels have
been driven by long-term secial spending, rising
defense budgets, and mouriting demographic
costs associated with aging populations. The
challenge is that ballooning public debt has
pushed global interest rates higher, creating a
burden not only for advanced economies but also
for emerging markets and developing countries.
Yields on 10-year government bonds in four major
advancad economies (US, UK, Euro Area, and
lapan), for example, have nsen from around 0%
during the COVID-19 period to approximately
A%, with the 30-year yield spread widening

to nearly 80 basis points by end-2825 (Graph
1.16.). Consequently, government bond yields

in EMEs have surged from around 5% in 2020

Graph 1.15. Global Public Debt: Advancad
Economies, Emerging and
Developing Economies
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Graph 1.16. Public Debt Intarest Rates: Advanced
Economies and Emerging Economies
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to approximately 8% currently. This implies that
EMEs must achisve nominal economic growth of
around 8% just to service their government debt
obligations. The impact is even more severe for
developing courntries, particularly in Africa, where
debt servicing costs exceed budget allocations

tor education and health programs, thereby
exacerbating poverty.

Fourth, global financial markets harbor
significant vulnerabilities and risks, particularly
stemming from Non-Bank Financial Institutions
{MBFls}). The global financial crisis underscored
the dangers of derivative products linked to
housing debt originated by NBHs, known as the
subprime mortgage crisis, which subsequently
triggered a systemic global crisis. Since

then, substantial progress has been made in
strengthening regulation and supervision of
the banking sector, induding higher capital
requirements, improved risk management, and
enhanced aoss-border cooperation under the
Finandal Stability Board (F5B) and the Bank for
International Settlements (BIS). Howsever, global
initiatives to strengthen regulation and oversight
of NBHs are still in progress and have yet to reach
a global consensus, compounded by challenges
in monitoring transaction data and institutional
structures, Meanwhile, the development of
derivative products and fransactions by NEFIs
has surged rapidly, this time leveraging the
massive public debt of advanced economies as

@
a

underlying transactions. For example, NBFlsin
the US are currently estimated to hold around
USD5 trillion in bonds as underlying assets for
their derivative products, one-third of which
comprises US Government debt (Graph 1.17.).
These derivative products include a wide range
of instruments, such as repurchase agreements
(repos), interest rate swaps, options, and other
instruments, which remain unregulated in terms
of margin requiremenis, leverage ratios relative
to the underlying bond value, or mandatory
capital inoreases commensurate with transaction
size for NBFis. Furthermore, these derivative
products are often combined with hedging
instruments against US doliar exchange rate risk,
such as foreign exchange swaps, forwards, and
options. This explains why the U5 dollar continues
to appreciate despite interest rate differentials
between the US and osther advanced economies
(Graph 1.18.). Consequently, the layening of
denvative transactions by NBFs poses significant
vulnerabilities and risks in the event of 3 market
reversal, which could trigger large-scale fire sales
due to panic among market partiaparis, a scenario
reminiscent of the global financial crisis in 2008.

Fifth, vulnerabilities and risks in global financial
markets are increasing in line with the proliferation
of privately issued and traded digital currencies
and assets. As is widely known, ayptoanrendes are
digital currencies issued and drculated by private
entities through computer networks, independent

Graph 1.17. Bond Holdings by Non-Bank Fnancial
Institutions (NBFis) in the US
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Graph 1.18. USD Index vs Interest Rate
Differentials with Advanced

Economies
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of any central authority, whether government

or central bank. The first ayptocurrency trade
involved Bitcoin in 2009, and by lune 2023, more
than 25,000 eryptocurrendes had emerged in the
market, with around 40 of them having a market
capitalization exceeding USD1 billion. As of April
2025, global aryptocurrency market capitalization
is estimated at USD2:70rillion. In 2014,
stablecoins emerged as a type of crypiocurrency
designed to maintain value stability against a
spedfic asset or a basket of assets, which may
include currencies, bonds, commodities, or cther
cryptocurrencies. Nevertheless, the value of
stablecoins is not always stable, as it depends

on the stabilization mechanism, which may
involve computer algorithms and/or the value

of underlying assets, By June 2025, the market
capitalization of stablecoin frading is estimated to
excead USD255 billion, most of which is linked to
the US dollar (USBC) andfor US Government bonds
(L5DT], asshown in Graph 1.12. Furthermore,
global financial markets have witnessed the
trading of tokenized asseis, enabling ownership
and buy-sell transactions. Stablecoins are not
limited to tokenized digital assets butalso
include tokenization oftangible and intangible
assets. For example, trading in tokenized US
Government bond funds has grown rapidly and is
estimated to reach around USD7 .4 billion (Graph
1.20.). The increasing issuance and trading of
cryptocurrencies; stablecoins, and tokenized

Graph 1.19. 5tablecoin Market Capitalization
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assets by private entities on digital platforms
have amplified vulnerabilities and risks in global
financial markets. Unlike Central Bank Digital
Currency (CBDC), which is formally issued by
central banks, these various forms of ayptobased
currencies and financial assets are issued and
traded by private entities. To date, there isno
clear requlation or supervision equivalent to

that applied to other finandal institutions under
the principle of "same activities, same risks,

same regulations”. Moreover, the crculation of
these digital currencies and assets is suspected o
fadilitate money laundering, in addition to raising
concems about consumer protection,

Graph 1.20. Tokenized US Treasury Funds
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The dynamics, outlook, and risks of a highly
volatile and challenging global economy have
significant implications for Emerging Market
Economies (EMEs), including Indonesia, and
therefore require an optimal response through

a well-calibrated national economic policy mbe
One critical lesson in navigating a global economy
marked by geopolitical turmoil, protectionist
policies, and finandal market volatility is 5STRONG
AND SELF-RELIANT. Sirong, by strengthening
external stability to withstand the adverse impact
of global shocks. Self-reliant, by continuously
fostering domestic sources of economic growth.

At least five (5) critical aspects must be considered
to ensure that the national economy becomes
strong and self-reliant while achieving higher and
more resilient growth.

First, the importance of maintaining
macroeconomic and finandal system stability
through a stable exchange rate, low inflation,
a manageabile fiscal deficit, a strong banking
system, and deep finandal markets. Close
coordination between government fiscal policy
and central bank monetary policy is essential,
as is coordination to safeguard financdial system
stability. It must be recognized that most crises
expenenced by countries, including Indonesia in
the past, originated from economic instability,
particularly exchange rate valatility.

Second, the need to accelerate real sector
transformation through industrial and structural
policies to strengthen domestic sources of
growth. In addrtion to continuously promoting
domestic consumption and investiment, it Is cudal
to reinforce foed and energy security as key

pillars of national economic resilience and seli-
reliance. Industrial policy should aim to enhance
productivity and value-added in priority economic
sectors to drive higher growth, while structural
policy should focus on areating an investment
climate conducive to stimulating robust capital
formation and trade both domestically and
intemationally.

=
.

Third, the need to continuously develop financing
sources to support real sector transformation
programs. Hscal deficit financdng must remain
sustainable to avoid excessive dependence on
public debst, which could ultimately burden the
state and society. Therefore, private financing,
through banking, other financial institutions,
and both domestic and foreign invesiment, must
be strengthened. Finandal market deepening is
critical 1o support national economic financing by
improving liguidity, ensuring competitive interest
rates, and providing hedging instrumenis for
interest rate and exchange rate risks.

Fourth, accelerating the digitalization of the
national economy and the financial system

to achieve higher and more resilient growth,
Rapid digitalization of payment systems

and retail economic-finanaal transactions is
essential to facilitate fast, easy, and low-cost

daily fransactions, thereby expanding indusive
economic and financial access for the public
Similarly, the development of wholesale payment
systermns must cantinue, including experimentation
with Central Bank Digital Currency (CBEDC)
issuance and digital financial assets (asset
tokenization). Cross-border cooperation in digital
payment systems, including connectivity for both
retail and wholesale payment infrastructures,
must be strengthened and expanded.

Fifth, enhancing the effectivensss of trade

and investment coaperation with key partner
countries. In a world marked by US protectionist
policies and economic polarization, trade and
investment cooperation should focus on the most
beneficial bilateral and regional parinerships,
while continuing to advocate multilateral
cooperation. This incdudes collaboration to
expand the use of loal currencies {Local Currency
Transactions, LCT), deepen financial markets,

and strengthen cross-border digital payment
systems to facdilitate bilateral and regional frade
and investment.
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Box Digital Innovation: Opportunities and
1.1. Challenges for the Economy

Global digital technology developments
have continued to exhibit increasingly broad
and structured dynamics. This has been
reflected in the expanding use of artifical
intelligence (Al), the rapid growth of crypto
assets, and the rising use of stablecoins both
as investment instruments and as means of
payrnent across jurisdictions. On one hand,
these developments have the potential fo
enhance economic effidency and widen
access to financial services. On the other
hand, they also infroduce new risks that may
affect magoeconomic stability, the financial
system, and the effectiveness of monetary and
macroprudential policies.

From a benefits perspective, the use of Al
contributes to higher efficiency in production
and operational processes, induding through
automation, supply-chain optimization,

and strengthened data-driven analytics.
Qian et al. (2024) examined the impact of Al
on production efficiency among advanced
manufacturing firms and on corporate
environmental, sodal, and govermance

(E5G) performance. Using financizl data

and annual reports from listed Chinese
manufacturing firms during 20102022,

the study found a significant pasitive

effect of Al on manufacturning efficiency

and ESG outcomes. Integration of Al into
production processes—ifrom intelligent
logistics to astomated scheduling and quality
comntrol—streamlined operations, improved
product quality, and minimized costs. Al also
enabled automation, smart manufacturing,
market-trend forecasting, and product-design

optimization, thereby enhancing efficiency
and competitiveness. In addition, Al supported
better corporate social responsibility practices,
govermnance efficiency, and sustainable
development. Li et al. (2025) docurmented

that Al adoption is negatively correlated with
energy intensity in manufaciurimg firms, as Al
improves productivity and energy efficiency.

In the medium term, Al adoption has the
potential to support higher productivity and
raise potential output, particularly in countries
capable of integrating the technology with
digital-infrastructure development and
improvements in human-capital capacity. The
magnifude of these benefits depends on the
readiness of data-governance reguiations,
governance standards, and mitigation of
operational risks assodated with Al-based
models. Several examples of countries and
forms of Al utilization are summarized
inTable B1.1.1

Meanwhile, crypto assets and stablecoins are
expanding the options for digital investment
and payment instruments, including for
cross-border fransactions which have
historically faced high costs and low speed.
Stablecoins backed by assets denominated in
major currencies may offer altemative stores of
value and mediums of exchangewithin digital
ecosystems. As shown in Graph 1.19. and
Graph B1.1.1,, the global market capitalization
of stablecoins has grown significantly in

recent years, with most reserves placed in
Us-dollar-denominated financial instrumenits,
particularly US Treasury securities. These
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Table B1.1.1. Setecied Countries and Applications of Al

Singaposs  Throwgh tha "Smart Mation” Inftiative, A uwed to develop smart cities and erhance public tensices, Incdluding
realdime traffic management, urban planning, and public service dafivany,

India Through the digital agriculture revolution, Al connecs farmers, marketplaces, and government sarvices,
meluding dimate and pest-outbreak alerts. This has noreased prodoctivity by up to 25% throuah strengthened
market finkages and faster responses 1o on-field chaliengss.

China Large techinology Tirms, such 35 Alibaba, Tencent, and Saidu have invesied billions of US dollars m facial
recognition, natural |language processing, and large language models, in alignment with govemmernd
priorities Public—private synergy has acceferated national-scale Al projecs, such 35 smart-cify nfrasinsciure,
surepdlianes and e-commarce, resulting in lower crimae rates and improved traffic conditions

Estonia Al iz ucad in e-government <oivices, including tax payments, boacines registration, and identity verification.

LUAE Al i used for visa processing, traffic-fine payments, and other public sorvices. Dubal integrates Al across
indfustries, trarsforming governance il atsterating the development of sustainal¥e and mitetigsm diiss
The city has ako Esuod 3 Universal Blueprint for Artificial Intelligence 5< 2 roadmap for global Al-baced

mnation

Linitad Companiss sch a5 Googls, MioosoTt, Metz, IEM, and Opendl lead developments from cloud-computing

States platiorme to generative Al Al is usod for fraud detection and security in finances medical dizgnosis and
persmnalized iregtment 0 healthcare: and in elecircyehicle Echnologies (g, Tesla) in the sutomoine
indusiry.

Linitad The Nationa! Heaith Service (NHS) has-experimentad with Alassklad diagnostic tools for clinical imaging,

Eingdom acelerating patiant examinations. and reducing radiologss’ worklosls

Source. Dubal State of Al Heport, 2025

developrments indicate that the inoeasing Graph 81.1.1. Reserve Composition of the Two
use of stablecoins not only relates to payment Largest Stablecoin lssuers
systems but also entails macro-financial LSID Mtiion
implications by creating new linkages o
between digital assets and intemational _l 140
financial markets. e
20
&0
The emergence of Al, crypto assets, and Ii a
stablecoins offers new oppeortunities, but also 20
introduces significant risks. Key challenges LSO {Fethen LISEIC feinu) !
associated with Al indude issues of data privacy # Othar fcorparate bands, presioas matals, coypto assets,
and security, as well as potential algorithmic o Gk _
biai, all'of which require apprﬂpria‘tﬂ I'L—J-:F‘.- & :::r:k_D'up-:.u_'tE B Mornzy Market Instraments
15 Tresmury Sarurities 1t Repursiiaze Agraamant

oversight. Al development, adoption, and ]

i G . _ - Notee Lidng the latest reparte namely Sep7S
implementation also drive higher invesiment for Tether znd Nov25 for Grole

needs, espedally for data-center infrastruciure, Source; Tether Cirde, Goldman Sadn TR
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which increases eleciriaty demand and may
exert upward pressure on energy-related
inflation. In addition, dependence on
technology-component suppliers, dominated
by several Asian countries, particularly Taiwan
as the largest chip manufaciurer controlling
more than 60% of global cutput, poses nisks
reguiring careful attention.

From a financial-stability perspective, volatility
in crypio-asset prices, stablecoins’ dependence
on specific reserve assets, and potential
liquidity risks and run dynamics may heighten
the sensitivity of financial systems to global
finandal-market conditions. The linkages
between stablecoins and money-market
instruments in advanced economies may also
introduce additional transmission channels for
external shocks, particularly during eplsodes
of global liguidity tightening. Furthermore,
Al-based algorithmic trading and certain
portfolio strategies may amplify procyclical
behavior and heighten market volatility.

ECONOMIC REPORT ON
INDONESIA 2025

Overall, digital-technology developments
bring structural benefits while simultanecusly
creating cross-sectoral and cross-border

risks, implying multidimensional policy
challenges. The impact of opportunities and
risks will depend heavily on the strength of
macroeconomic fundamentals, the depth and
integration of domestic finandial systems, and
the adaptive capacity of policy frameworks
amid continuing digital innovation. Authaorities
miust ensure a balanced approach between
supporting innovation and safeguarding
financial stability through technology-neutral
principles, sirengthenad maoo-finandal
surveillance, and enhanced oos-authority
and cross-horder coordination. In this context,
initiatives related to Central Bank Digital
Currency (CBBC) development, comprehensive
regulatory frameworks for aypio assets and
stablecoins, and the use of digital technolegy,
including Al, in supervisory (supiech) and
regulatory (regtech) functions are becoming
increasingly relevant.
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Fiscal Deficits and Public Debt in Advanced
Economies, Particularly the United States, and
Implications for Global Financial Markets

Box

1.2

Global fiscal pressures have intensified in
recent years due to rising public debt in both
zdvanced economies and Emerging Market
Economies (EMEs). Total government debt
remains dominated by advanced economies,
with United States {(US) Government debt
accounting for more than 33% of global
public debt—exceading the combined total
of EMEs, which stands at about 31%. The US
Government's debt position has continued
its persistent upward trend, narrowing
fis@l-consolidation space and heightening
perceptions of fiscal risk, both domestically and
glabally (Graph B1.2.1.).

The large financing needs associated with the
US fiscal defict have driven increased issuance
of US Treasury securities, keaping long-term
US Treasury yields at elevated levels, These
higher yields reflect heightened fiscal risks
arizing from an increasing debi-to-GDP

ratio and higher interest-payment burdens.
The implications have extended to global

Graph B1.2.1. Primary Balance of Selected
Major Countries
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financial markets, given the role of US Treasury
securities as benchmarks for asset pricing and
intemational financing.

Elevated US Treasury yields have contributed
to a persistently high global term premium.
Rising term premiums have tightened

glebal financial conditions and reduced the
attractiveness of finandal assets in EMEs,
Additionally, heightened perceptions of

fiscal risk in major economies have added to
global financial-market uncertainty. These
developments have sirengthened the tendency
for global investors to shift portfolios toward
safe-haven countries and asseds, such as US
Treasury securities, gold, and other low-risk
instruments, including those issued by
advanced economies like the Eure Area and
Japan (Graph B1.2.2. and B1.2.3.). As aresult,
portfolio inflows into EMEs—particularly in the
form of portfolio investment—have declined,
accompanied by increased cross-border
capital-flow volatility.

Graph B1.22. Portfolio Capital Flows to EMEs and

Demand for Safe-Haven Assets
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Graph B1.2.3. Developments in Global

Gold Demand
UISE) iibon
103, 000D
B0.000
&l (a0
&0.000
i oo
M :
-20 DD
3 & g 12 3 6 b}
Fiir 2035
Curmulstive Gold Ao = Morthly Gold Hows (U5 milllon)

Soirr= EPFR

From the perspective of EMEs, higher
global fiscal risks and persistently high
term premiums exacerbate crowding-out
risks and challenges related to external
financing. Capital flows to EMEs have
become increasingly sensitive to shifts in
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global sentiment, especially for countries

with high dependence on foreign portfolio
investment and foreign-currency debt
axposure. These pressures heighten domestic
finandal-market volatility, exert depredation
pressures on exchange rates, and raise external
financing costs.

For Indonesia, the global fiscal risks
influencing global capital-flow dynamics must
be mitigated consistently. Higher global yields
and the tendency toward flighi-to-safety may
place downward pressure on capital inflows,
affect Rupiah exchange-rate stability, and
increase sovereign finandng risk premiums.

To mitigate spillover effects of global fiscal
risks on domestic macroeconomic stability,
Indonesia’s extarnal resilience must continue
to be strengthened through optimal policy-mix
measures, complemented by accelerated
financial-market deepening and strengthened
domestic investor base.
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CHAPTER 2

NATIONAL ECONOMIC
PERFORMANCE AND OUTLOOK:
PRESERVED STABILITY,

RISING GROWTH

Synergy in the national economic policy mix supported Indonesia’s resilient and robust economic
performance amid heightened global turbulence and unceriainty. Indonesia’s economic growth
in 2025 was projecied in the range of 4.7-5.5%, with macoeconomic stability preserved. CFf
inflation remained within the 2.5:1% target range, with all inflation componenis under control,
Finandal system stability was maintained, supporied by adequate liguidity, strong banking
wapital, and low credit risk. Economic and finandal digitalization continued to expand rapidly.
Going forward, Indonesia’s economic growth in 2026 is projected to inaease to the range of
4.9 5 7%, underpinned by strong economic stability.
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ndonesia’s economy has continued to perform

well and remain resilient amid elevated

glebal volatility and uncertainty. First,
Indonesia’s econemic resilience has remained
strong, underpinned by the preservation of
macroeconomic stability and sustained high
growth, The recovery from the COVID-19
pandemic has continued and sirengthened
further. Second, robust and prudent policy
coordination, particularly between the
Government’s fiscal policy and Bank indonesia’s
monetary policy, has successfully supported
domestic demand while maintaining a balance
between stability and growth. Third, Indonesia
has consistently reinforced s commitment to
economic tfransformation through improvemenis
in the investmeant climate, accelerated
infrastructure development, and downstreaming
of natural resources to enhance domestic
value addition. Structural improvements across
economic sectors have cortinued, strengthening
the supply side to support high economic growth.
Fourth, Indonesia has demonstrated strong
leadership in various international fora, including
through active participation in global and
regional cooperation. The success of Indonesia’s
G20 Presidency in 2022 was internationally
recognized for advancing critical agendas, such
as strengthening global fiscak-moneatary policy
coordination, health cooperation, debst resolution
for low-income countries, and cress-horder
payment system digitalization. In the ASEAN

region, Indonesia’s ASEAN Chairmanship in
2023 reaffirmed its active role in strengthening
regional stability and integration.

Over the past six years, Indonesia’s economy has
recorded strong performance, ranking among
the best in emerging market economies (EMEs).
Since 2019, economic growth has consistently
remained aboye 5%, except during the COVIL-19
pandemic (Table 2.1.). Even then, the economic
contraction was among the mildest compared

to ather countries. Macroeconomic and financial
systam stability has been well maintained.
Inflation remained low and contained, averaging
below 3% during 2019-2024, while the Rupiah
exchange rate remained stable, supported

by Bank Indanesia's strong monetary palicy
commitment. The fiscal deficit also remained

low at less than 3% of GDP, except during the
peak of the COVID-19 in 20202021, after which
it rapidly reverted to a prudent path through
the Government's fiscal consolidation efforts.
External resilience alse remained solid, with the
current account deficit staying low and even
recording a surplus in 2021 and 2022, supported
by stronger export performance in line with the
progress of natural-resource downstreaming,
Similarly, financial system stability has been
maintained, with the banking industry’s Capital
Adequacy Hatio (CAR) remaining high at above
20%._ Solid credit growth has akio supported
finandng for productive sectors and reinforced

Table 2.1. Indonesia’s Economic Performance; 2019-2024

indicator Unit 2019 2020 2821 2022 203 2024
Economic Growth “%yoy 502 207 370 53 505 5.03%*
Current Account % GDP 271 042 0.30 1.00 015 062*
Fiscal Deficit % GDP 220 6.14 457 235 161 230
CPI Infiation %yoy 272 168 187 551 261 1.57
Aupiah Exchangs Rate {Eﬁg;& 14,139 14525 14,296 14,873 15,247 15,841
BLRata % 5.00 375 150 5.50 £.00 6.00

Bank Landing % 6.08 241 524 1135 1038 038
Banking Capital (CAR) % 2331 2381 2567 2563 2166 26,65

Source: BPS Bank Indonesia

2
.

MNote: *Preliminary figure; **Very preliminary figure
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the momentum of economic growth. Indonesia’s
positive aconomic performance has likewise been
accompanied by rapid acceleration of payment
system digitalization, which has continued to
expand and has become an important driver of
inclusive economic growth.

The strong synergy of the national economic
policy mix betweean the Government and Bank
Indonesia has supported Indonesia’s resilient
economic performance. The Government's fiscal
policy has remained prudent, maintaining the
deficit below 3% of GDP. while supporting
economic growth through capital expenditure
to stimulate investment and socdial protection
programs fo sustain household consumption,
Meanwhile, Bank indonesia has optimally
implementad its policy mix to maintain stability
and foster growth, with the monetary policy
for inflation control and Rupiah exchange rate
stability, macroprudential policy to encourage
bank lending and financing, and payment
system policy to accelerate inclusive and efficient
digitalization of the national economy and
finance. Structural transformation policies
have also been continuously strengthened.
Infrastructure development has progressed
through National Strategic Projects (PSN) across
various sectors, including transportation, water
resources, housing, and telecommunications.
Instrtutional and regulatory reforms have

been pursued through the enactment of Law

Number &6 of 20232 on Job Creation to improve
the investment climate and Law Number 4

of 2023 on Fnancial Sector Development and
Strengthening (P2SK Act) to enhance resilience,
expand financial services, and improve efficiency
in the national finandal system. Moving forward,
synergy of the national economic policy mix
between the Government and Bank Indonesia
must be further strengthened and broadened to
drive higher and more resilient economic growth,

Indonesia’s positive economic performance
continues in 2025 and is projected to strengthen
further in 2026 and 2027. Economic growth in
the second and third quarters of 2025 exceeded
expectations, reaching 5.12% (yoy) and 5.04%
(yoy), respectively, compared to 4.87% (yoy) in
the first quarter of 2025 (Table 2.2.). Non-oil

and gas export performance improved, driven
by front-loading exports to the United Statas

in anticipation of tarff adjusiments, alongside
higher exports of agricultural and manufaciured
products, particularly crude palm oil (CPO) to
India following import duty reductions. Economic
growth was also supportad by robust domestic
demand, particularly private investment and

the realization of several Government priority
programs, including the development of Spedal
Economic Zones (SEZs) across various regions.
Household consumption remained solid in

line with high maobility, although it requires
further reinforcement amid dedining consumer

Table 2.2. Indonesia's Economic Growth by Expenditure (%, yoy)

IR
Component FoirE 2maa s b.irlog oo
I ] o
Economic Growth 205 303 4 57 512 504 4.1-35 48-57 3159
Private Consumption 494 S 451 S04 4857 4654 48-57 4557
Government Consumption 3.02 661 -137 .23 549 2028 7280 2967
Investrment 378 £.61 FA ¥ 699 504 4856 S804 &a-7.2
Exporis 134 &51 fudd 10.95 891 TI85 4857 5361
imports -1.60 7.85 4.00 11.48 .18 &5-7.3 50-28 5860 -

Nota: *Prefiminary Figure; **Vary Preliminary Figure: ***Vary Very Praliminary Figure; "8ank Indonesia’s Projection
Sourcs: BP5, Bank [ndonesia
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expectations, especially among lower-income
groups, and limited job availability. Looking
ahead, Indonesia’s economy is expected to
continue improving. Overall, economic growth in
2025 wall range between 4.7-5.5%, rising further
to 4.9-5.7% in 2026 and 5.1-59% in 2027.
Synergy of the national economic policy mix
between the Government and Bank Indonesia
musi be continuously strengthened to drive
higher growth from both the demand and supply
sides while safeguarding economic stability. On
the fiscal side, the realization of Government
spending under the State Budget must be
accelerated to stimulate domestic demand,
including the implementation of soaal programs
such as Free Nutritious Meals (MBG), People’s
Schools, Public Housing, and the Red and White
Village Cooperatives {Koperasi Desa Merah Pubih,
KDMP), as well as priority projects related to food
security, energy, defense and security, and the
Government’s 2025 Economic Policy Package. On
the supply side, the implementation of natural
resource downsireaming and struciural reforms
musi be expediied to promote economic sectors
with high growth potential and job creation.
Bank Indonesia will continue strengthening its
policy mix (monetary, macroprudertial, and the
payment system) o support economic growth
through interest rate reductions, liquidity

easing, enhanced macoprudential incentives,
and accelerated digitalization of the economy
and finance.

From the produciion side, economic growth has
primarily been supported by capital-intensive
sectors, while laborintensive sectors still require
further stimulus to enhance their contribution to
the economy. Positive performance is particularly
evident in export-oriented sectors and those
linked to natural resource downstreaming, such
as the manufaciuring industry, which recorded
relatively high growth in line with inceased
production Gpacity and domestic value added
(Table 2.3.). Sectors related to infrastructure
develepment and improved connectivity,

such as construction and transportation and
warehousing, have also contributed to national
economic growth. In addition, sectors related to
rising household consumption and accelerated

2
a

digitalization, such as wholesale and retail
trade accommodation and food services, and
information and communication, have posted
stronger growth. Various service sectors,
including financial and insurance services,
corporate services, as well as health and socal
activities, have also continued to strengthen.
These developments across seciors illusirate
Indonesia’s increasingly robust posi-pandemic
economic recovery. The initial recovery ocourred
in sectors directly affected by the scarming effect
during 20212022, followed by export-oriented
sectors during 20222024, with momentum
now shifting toward sectors driving stronger
domestic demand. Looking ahead, sectors such
as agriculture, retail trade, accommodation and
food services; information and communication,
particularly those related to digitalization, as
weell a5 other sarvice sectors must continue to
be strengthened. These sectors play a critical
role not only in supporting higher economic
growth but also in creating broader employment
opportunities. Achieving a balanced growth
patiern between capital-intensive and labor-
infensive sectors is essential to reinforce
Indonesia’s economic strength and seff-reliance,
while fostering higher and maore resilient growth.

Indonesia’s sofid economic growth has been
supported by positive performance across nearly
all regions. In the third quarter of 2025, the
highest growth was recorded by favaat 5.17%
(yoy), followed by Sulawesi, Maluku, and Papua
(Sulampua) at 4.96% (yoy), Sumatra at 490%
{yvoy), Bali and Nusa Tenggara {Balinusra) at
4.71% (yoy), and Kalimantan at 4.70% (yoy).
From a sectoral perspective, stronger growth for
lava was driven by increased industrial capacity
and higher agricultural production. In Eastermn
Indonesia, mineral downstreaming, particularly
nickel, bauxite, and copper, supported industrial
growth in that region. From an expenditure
perspective, amid household consumption that
remains below 5% in most regions; investment
has been the main driver, particularly industrial
investment in Investment Zones (Ki) and Special
Economic Zones (S5EZ5) on Java (Batang, Kendal,
Gresik) and Sulampua (nickel downsireaming).
Export performance was supported by metal
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Economic Growth 505 5.03 49 51 5.0 47-55 459-57 3.1-58
Agriculiure, Foresiry, and -
L it 1327 0.67 ins Ly 45 44532 52-60 54-82
Mining a2nd Quariying 612 490 =12 2.0 210 1.0-18 2B-36 40-48
Manufacturing ndiustry 454 443 45 57 5 51-589 0-58 4957
Electricity and Gas 4491 41 5.1 0s 29 30-38 4553 4.1-49

Watar Supply, Wasta
Manzgzment, YWaste and 450 1.50 02 0.5 a3 22-30 43-51 45-54
Recycling Manzgament

Construction 4.9] T.02 23 50 42 47 -55 15-83 1.1-79
Wholesafe and Retail

Trade, Motor Vehlcie and 4 B5 4 Bb 5.0 54 55 50-5E 53-61 51-59
Motoroycie Repair

Transportation and

Warehousing 13156 B.69 S0 a5 86 81-88 128-716 104-112
Accommadation and Food

o 1004 B.56 5B B0 B& T4-8B32 64-T7.2 62-T70
Information and &

Commisicton .59 1.57 7.7 79 9.7 ¥5-83 BDh-8B8 95-1032
Financial and Insurance -

Carvidiis 477 4.74 4.0 3z 08 4957 18-84 15-83
Real Estate 142 250 29 3.7 4.0 i5-43 30-38 28-36
Business Sanvies 324 B.38 53 93 9% 83-91 61-6% 58-6.7
Pubiic Administration,

Defonse, and Mandatory 1.51 6.40 4B 47 43 39-47 52-60 46-54
Socidl Security

Edu=tion Servies 177 375 5.0 14 10.6 41-49 64-712 F1-Ta
Healih Services and Social - -

Activitios 457 811 58 38 68 53-E1 40-48 39-47
Orther Services as2 9.850 L. 13 99 B7-95 T0-78 6TF-T75

Mote: *Profiminary Fogure, **Very Preliminary Houre, ***Very Very Preliminary Fgure; "Bank Indonasia's Projection
Sourca; BPS, Bank Indonesia

commedities from Java, cude palm oil (CPC) Indonesia’s external economic resilience has
from Sumatra, and steel exporis from Sulampua, remained robust despite global volatility,

while coal exports from Kalimantan were supported by a healthy Balance of Payments
affected by weaker exiemal demand. Given {BOP), Current account performance through the
these developments, overall regional economic third quarter of 2025 performed relatively well,
growth in 2025 is projected as follows: Sumatra underpinned by a large trade surplus amounting
at 4.8-5.2%; lava at 4 7-5.5%; Kalimantan at to USD4D billion. Despite the global economic
4.3-5 1%; Balinusra at 4. 2-5.0%,; and Sulampua slowdown, Indonesia’s non-oil and gas exports,
at 42-4 8% In 2026, growth in these regions including manufacturing, agriculture, and

is expected to ingease to 4.9-5 3%, 4.7-55%, mining, continued to grow strongly, in lime with
A.6-5.4%, 5563%, and 5.6-6.4%, respectively exporters’ anticipation of reciprocal US tarifis
{Figure 2.1.}. (Graph 2.1.}. Mining exports of downsiream

=
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Figure 2.1. Indonesia’s Regional Economic Growth in Quarter [l 2025 (%%, yoy)
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natural resource commaodities also recorded
significant gains, particularly nickel and copper
(Graph 2.2.). For the full year 2025, the current
account is projected to record a smaller deficit
than the previous year, ranging from a deficit of
0.5% to a surplus of 0.3% of GDP. Meanwhile,
heightened global volatility adversely affected
the capital and finandal account, resulting in net

Graph 2.1. Indonesian Non-oil and Gas Exports
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portfolio investment outflows, notwithstanding
continued positive inflows of foreign direct
investment. To the end of 2025, portfelic
invesiment recorded net outflows of USDG.8
billion. Indonesia’s reserve assets at the end

of December 2025 recorded USD156.5 billion,
increasing from USD155.7 billion at the end of
2024, This level is equivalent fo 6.4 months of

Graph 2.2. Exports of Downstream Mineral and
Coal Mining Products
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imports or 6.2 months of impoeris and servicing
government extermnal debt, well above the
international adequacy standard of around 3
months of imports (Table 2.4.), In 2026, the BOP
is projecied to return to 2 surplus, resulting in
higher offical reserve assets. The current account
deficit is expected to remain low, within the
range of deficit 0,.9-0.1% of GDP, underpinned
by solid export performance, including from
downstreaming activities. The apital and

financial account is forecasted to record a surplus,

driven by foreign direct investment and renewsed
portfolio inflows in line with Indonesia’s positive
economic outicok.

Indonesia’s external resilience is also reflected in
maintained Rupiah stability amid deteriorating
global conditions, supported by Bank Indonesia’s
strong commitment. As previously noted, the
imposition of high unilateral tariffs by President
Trump triggered foreign porifolio cutflows and
depreciation of emerging market currancies,
including Indonesia’s. The Rupiah came under
significant pressure in offshore Non-Deliverable
Forward (NDF) markets following the US tariff
announcement inearly Apnl 20625. To reinforce
Rupiah stabilization, Bank Indonesia intensified
and sustained its intervention in offshore NDF
markets across Asia, Europe, and the United

Table 2.4. Indonesia’s Balance of Payments (USD Billion)

Current Accourst 35 132 320 24 30 20 13 ®F D2 27 40
A Goods 238 627 #3 93 100 92 113 398 130 W06 161
. Exports, Tob 2328 2925 3577 619 B3 615 713 2631 659 68O 739
i Fob 4890 2199 214 526 523 5B 600 2233 529 574 578
2 Non-oil and Gas s78 88 678 151 152 47 178 628 188 157 1209
b. Oil and Gas 430 248 989 55 46 44 51 196 A7 42 A8
B. Services 46 -0 77 42 S0 42 52 .86 54 57 43
€. Primary Income 320 -3%3 360D KB 94 85 S0 359 84 88 94
D Sacondary Income B3 58 5.4 13 14 1.5 16 59 16 1.7 1.7
mam Fmancl 125 432 98 24 25 80 95 176 04 35 81
1. Direct Investmet 173 181 a4 48 23 51 36 159 26 35 25
2. Portfalic Investment 51 16 22 2 32 98 25 83 10 81 T3
2. Other Investmants 402 156 469 47 34 J2 84 £9 42 1.0 34
Overafl Balance 135 a0 62 £0 08 s9 79 72 08 &7 64
Mamorandun: .
. Reserve Assets 1449 1372 1464 1304 1402 1489 1557 1557 1571 1EI6 1487
In Months of Imports
and Official Debt 78 58 &5 &2 61 64 &5 65 65 &1 6.0
Repayment
» Cavent Accnuit 03 16 201 ©7 08 06 04 05 00 08 11
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External resilience of Indonesia’s
economy was supported by the
stability of the Rupiah exchange rate
amid deteriorating global conditions

Siates” Thesz interventions complemented
domestic stabilization measures through the
triple intervention strategy in spot transactions,
Domestic Nen-Deliverable Foerward (DNDF)
markets, and secondary market purchases of
Government Securities (SBN). All monetary
instruments were optimized, including Bank
Indonesia Rupiah Securities (SRBI), Bank Indonesia
Forex Securtties (SVBI), and Bank Indonesia Forex
Sukuk (SUVBI), to support Rupiah stability. As a
result of Bank Indonesia’s strong commitment,
the Rupiah apprecated to around Rp16,300 per
US dellar by August 2025, compared to Rp 16,865
per US dollar on April B, 2025, following the

U5 tariff announcement (Graph 2.3.). However,
renewed pressures emerged from late August
2025 due to external faciors, such as smaller-
than-expected Federal Funds Rate (FFR) cuts

and 2 US government shutdown, as well as
domestic factors, including social unrest and
market concerns over 3 widening fiscal deficit.
By the end of December 2025, the Rupiah
exchange rate stood atl Rp 16,675 per US dollar,

3 A move defailet axplanstion of Naen-Dafirable Forssd (NDF) can
be found in Box 2.1 Ezxchange Rate Ink=arvention Innovstion in the
Gffshora Non-Dafiverable Forveard [NOF) Market.

Graph 2.3. Rupiah and US Dollar Exchange Rates:
Spot. NDF, DNDF
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weakening by 3.48% from the level at the end

of December 2024, with an average of Rpl6 466
per US dollar throughout 2025, Overall, Rupiah
movements remained relatively stable compared
to other emerging market currencies and were
stronger than most advanced economy currencies,
excluding the US dollar (Graph 2:4.). In addition
to consistent stabilization policies, Rupiah stability
was supported by increasaed foreign exchange
conversion to Rupiah by exporiers following

the sirengthened policy on Foreign Exchange
Export Proceeds from Natural Hesources (DHE
SDA). Looking ahead, the Rupiah is expected to
remain stable, supported by Bank Indonesia’s firm
commitment to exchange rate siability, attractive
yields, low inflation, and Indonesia’s positive
economic growth outlook.

The Hrgh-Lews] Mesfing M.H‘pufﬂ- Cendral hﬁm[nnﬁﬂTmﬂHﬂmcMaimmufﬂu
mﬂﬂ“m_ﬂmhmqm imsflation ﬂlmﬂmhﬂm@i!ﬂﬁhm
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Graph 2.4. Rupish Exchange Rate Indexes vs
Group of EMEs Currencies and Group
of other AE Currencies
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Price stability was preserved, with inflation
remaining low within the 2.5=1% target range,
thereby supporting overall economic stability.
CPl inflation in 2025 was recorded at 2.92% (yoy),
reflecting stable inflation components (Graph
25.). Core inflation remained low at 2.38% (yoy),
stemming from consistent interest rate policy in
anchering inflation expedations within target,
ample economic capacity, contained imported
mflation in line with Bank Indonesia’s Rupiah
exchange rate stabilization policy, and the
positive impact of digitalization, Volatile food (VF)
inflation was relatively contained at 65.21% (yoy),

Graph 2.5. CPl, Core, Volatile Food (VF) and
Administered Prices (AP) Inflation
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supparted by efforts to safeguard food supply
availability and remforced by strong synergy in
inflation control between Bank Indonesia and the
Government (cantral and regional) through TPIP
and TPIE, as well as strengthened implementation
of the National Food Security Program across
regions. Meanwhile, inflation in the administerad
prices (AP} group was recorded at 1.93% {(yoy),

in line with the limited price adjustment polides
requlated by the Government.* Through its

Head Office and 46 representative offices,

Bank Indonesia actively supported the National
Movement for Food Inflation Control (GNPIP)

yia flagship programs to boost productivity;
strengthen food security; promote interregional
cooperation; facilitate food distribution; organize
subsidized discount markets; digitalize data;

and enhance coordination and communication
with central and regional governments. Looking
ahead, Bank Indonesia is confident that inflation
will remain low within the 2.5:1% target range
in 2026 and 2027, supported by consistent
monetary policy and close coordination with the
Government in inflation conirol at both central
and regional levels.

Monetary and financial market stability has

been maintained alongside a continued process
of interest rate reductions in line with Bank
Indonesia’s policy of monetary easing. Consistent
with low inflation and the need to support
econoamic growth, following a2 25 bps cut in
Septamber 2024, Bank indonesia reduced the
Bl-Rate five times during 2025, in lanuary, May,
July, August,-and September, each by 25 bps
Consequently, the Bl-Rate was lowered by a
cumulative 150 bps to 4.75% in November 2025,
marking its lowest level since 2022. In line with
Bi-Rate reductions and Bank Indonesia’s liquidity
expansion, money market rates (INDONIA) declined
by 190 bps from 6.031% at the beginning of 2025
to 4.13% as of 31 December 2025 (Graph 2.6.).
SREBI yields for 6, 9-, and 12-month tenors also fell
by 231 bps, 230 bps, and 234 bps, respectively, to
4 B85%, 4.90%, and 4.92% as of 19 December 2025,
supparting an accommodative monetary stance,

4 A more detaifed sxpisnation of infiation control ey and the
25 imfiation cuicome =n be found in Box 1.2 Synergy in nflation

Conirel to-Safeguard Price Stability

-
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Govarnment Securities (SBN) yields for 2-year
tenors decreased by 197 bps from 6.96% at the
start of 2025 to 499% on 31 December 2025,
while 10-year tenors fell by 119 bps from a peak
of 7.26% in mid-lanuary 2025 1o 6.07% on 31
December 2025. Nevertheless, the decline in bank
interest rates has besen relatively slow and neads
to accelerate. Compared to the 125 bps reduction
in the Bi-Rate during 2025, 1-month deposit
rates fell by only 56 bps from 4.81% at the start
of 2025 to 425% in December 2025, mainly

due to special rates offered to large depositors,
which actount for 26.67% of total third-party
funds (TPF). Lending rates dedined even more
gradually, by just 39 bps from 9.20% at the start
of 2025 to B.B1 % in December 2025 (Graph

2.7.). Bank Indenesia ks working dosely with the

Graph 2.6. Bl-Rate and INDONIA
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Financial System Stability Committee (K55K) to
aczelerate reductions in both deposit and lending
rates to stimulate cedit and financing for higher
economic growth.

Monetary stability has been further reinforced
by Bank Indonesia’s expanded monetary
operations to enhance the effectiveness of
interest rate transmission, increase liquidity, and
accelerate money market and foreign exchange
(FX) market deepening. In this regard, Bank
Indonesia lowered the interest rate structure

of monetary instruments and BX swaps to
support liquidity expansion and expedite the
transmission of lower deposit and lending rates
in the banking industry. Liguidity expansion
was further pursued through reductions in

Graph 2.7. Bank Interest Rates
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Bank Indonesia Rupiah Securities (SRBI) and
purchases of Government Securities (SBN) in the
secondary market. The oulstanding pesition of
SRB! dedined by Rp186.07 trillion, from Rp916.97
irillion at the beginning of 2025 to Rp730.90
trillion as of 31 December 2025 (Graph 2.8). In
addition, Bank Indonesia purchased 53BN as part
of close synergy betwean monetary and fiscal
policies, amounting to Rp332.14 trillion as of

31 December 2825, incduding secondary market
purchases and debt-switching programs with

the Government totzling Rp246.68 trillion. To
foster money market deepening, Bank Indonesia
continued implementing the 2330 Money Market
and Foreign Exchange Market Deepening
Blueprint (BPPU 2030} in collaboration with the
Indonesian Money Market and Foreign Exchange
Market Assodation (APUVINDO), focusing on
product development, pricing, particpants,

and infrastructure. The results have been
remarkable, with average daily transactions in
the money market increasing from just Rp10.12
rillion in 2020 to Rp50.8 trillion in 2025, and FX
market transactions rising from USD4 8 billion

to UsSD10,12 billion over the same period. The
implementation of the Primary Dealer system
since May 2024 has also boosted SRBI transactions
in the secondary market and repo transactions
among market participants. The share of Primary
Dealers in SRBI secondary market transactions
increasad from an average of 73% in 2024 10
B84% in 2025 (up to December 2025) (Graph 2.9.),

Graph 2.8. SRB! Position: Banks, Nonresidents
and Nonbank Residents
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Graph 2.9. Rolz of Primary Dealers in SRBI
Secondary Market Transactions
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The accommodative monetary policy pursued by
Bank Indonesia through interest rate reductions
and monetary expansion increased the money
supply and contributed to loose liquidity
conditions in the banking industry. Adjusted
Reserve Money (M0O), which accounts for the
impact of the lower Reserve Reguirement resulting
from the macroprudential liquidity incentive
(KLM), grew by 16.8% (yoy) in December 2025,
higher than the growth of unadjusted MG, which
stood at 11.4% (yoy). From its affecting factors,
the increase in Adjusted MO was driven by Bank
indonesia’s monetary liquidity expansion and
the Government's financial expansion, reflected
in Net Claims on Central Government {NCG).

The monetary policy easing also contributed to
higher growth of broad money (M2), which rose
from 5.46% (yoy) in lanuary 2025 to B3% {yoy)
in November 2025 (Graph 2.10.). By components,
the increase in M2 growth was driven by the

rise in narrow maney (M1), which increased
from 7.25% {yoy) in January 2025 to 11.4% (yoy)
in November 2025, in line with the growth of
currency in circulation, which rose from 1030%
{yoy) in January 2075 to 14.6% (yoy) in November
2025, From the affecting factors, the increase in
M2 was primarily driven by higher Net Foreign
Assets (NFA). Going forward, the money supply is
expected to increase in line with the Government’s
fiscal expansion. Meanwhile, banking liquidity
remained ample, as refiected in the high Liquid

w
B
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Graph 2.10. Economic Liquidity
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Assets to Third-Party Funds (LA/TPF) ratio
Adequate banking liquidity was also evident
from the Loan-to-Deposit Ratio (LDR), which
indicates accumulated funds that have not yet
been channeled into gedit. As of December
2025, the LA to TPFand LA to LDR ratios steod at
28.57% and 8535%, respectively, thus indicating
overall loose liquidity conditions in the banking
industry (Graph 2.11.),

Amid Bank Indonesia’s interest rate reductions
and liquidity expansion, bank credit/financing
disbursements siill nead to be further
strengthenead to support economic growth.
Credit growth stooed at 9.69% (yoy) in December

Graph 2.11. Banking Liquidity
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Graph 2.12. Credit Growth by Usage Type:
Investment, Working Capital and
Consumer Loans
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2025, By type of use, investment credit growth
increased to 21.06% (yoy). Working capital and
consumer credit continued on a slowing trend, at
4.52% and 6.58% (yoy), respettively, by year-end;
working capital credit improved (Graph 2.12.)

By segment, corporate credit continued to post
solid growth at 18.33% (yoy), while commercial,
consumer, and MSME aedit growth dedined

to 4.22% (yoy), 6:58%: (yoy), and -0.30% (yoy),
respectively (Graph 2.13). By economic sector,
credit growth was supported by Blectricity, Gas,
and Water (35.15%), Construction (27.85%:),

and Sodal Services (18.53%). Credit growth fo
Industry (5.95%), Trade (4.04%), and other seciors
needs to be further strengtheped to support

Graph 2.13. Credit Growth by Segment:
Consumption, Commercial,
Corporate and MSME iz
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higher economic growth (Table 2.5.). Credit/
finanoing disbursernents were impacted by
banks® prudential stance and the still-moderate
credit demand. On the supply side, banks'
willingness to extend credit generally remained
adeqguate, as reflected in relatively loose lending
requirements, except for consumer and MSME
credit segments in line with banks® prudential
stance amid elevated credit risks in these
segments. Banks maintained ample finandng
capacity, supported by Third-Party Funds (TPF)
growth of 12.83% (yoy) in December 2025, driven
by Government financial expansion, induding
Government fund placements in several large
banks, as well as Bank Indonesia’s liquidity-
easing measures and maaoprudential policy
mcentives. On the demand side, the still-weak
credit demand was affected by businesses’ walt-
and-see attitude, continued corporate internal
finanong optimization, and relatively high
lending rates. The undisbursed loan Facilities
reflect current conditions, they remained sizeable
at Rp2,439 2 trillion, or 22.12% of total available
credit limits as of December 2025, mainly in

the corporate segment, significantly in the
manufacturing, mining, corporate service, and

frade sectors, parucularly working capital loans.
Looking forward, Bank Indonesia will continue
to strengthen coordination with the Government
and the Financial System 5tability Committes
(K55K) to enhance bank creditffinancang growth
and improve the interest rate structure.

Financial system stability continued to be
well-maintained, supported by strong capital
adequacy and low credit risk. The banking
Capital Adequacy Ratio (CAR) stood at 26.05%
in November 2025, indicating robust capacity to
absorb risks and support credit growth (Graph
2.14). Meanwhile, the banking Non-Performing
Loans (NPL) ratio remained low at 2.2 1% (gross)
and 0.86% (net) in November 2025, Contained
credit risk was also reflected in the continued
decline of the Loans at Risk (LAR) ratio. Banks
have generally maintained a substantial
provisions for impairment losses (CKPN) to cover
potential credit risks. The results of stress tests
indicate strong resilience of Indonesia’s banking
industry, 2s reflected in the CAR remaining
above 25% across various scenarios, Corporates’
sound debt servicing capacity also supporied
banking capital and liquidity resilience, reflected

Table 2.5. Credit by Economic Sector

o Growth [%. yoy) Contriburtion (%, yoy)
S Dec?? Dec?d DecM  Dsc?S Decd? Dec?d  DecM DecdS

Labar-intonsive Sectors

Sodai Services 1823 35.06 nis 1853 056 1.14 o84 0R1

Construction 424 (037} 0.0z 2785 0.28 {0.0Z) 0,00 1.41

Trads 6.6 877 427 4.04 125 1.59 077 068

Agricufture 10.10 B:45 4.84 1420 0.76 062 0:35 0949

Capital-ntensive Sectors

Manufacturing 1219 472 4.56 5495 201 078 1.51 093

Corporate Service 26.60 16.98 13,09 1020 226 1.64 124 1.08

ransportation 222 1928 1916 1177 012 0.64 1.01 ti 67

Mining 5435 22.36 2859 117 1.45 0.83 117 0.34

Gas and Water Supply 164 12.33 18.75 3515 0.05 034 051 089

Oiher

Gthar 955 910 1061 658 268 25 284 1.80
1135 1038 10.39 9.69 1135 1038 1039 9.69

Sours: Bank Indonoesia
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Graph 2.14. CAR and NPL in Banking Industry
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in the Interest Coverage Ratio (ICR) and solid
profitability (Graph 2.15.). Going forward,
finandal system stability is expected to remain
well preserved in line with improving national
economic perfermance. Bank Indonesia will
continue to strengthen policy symergy with the
Financial System Stability Committes (K55K) to
safeguard financdal system stability.

Digital economic and financial transactions
continued to perform strongly, supported by a
secure, seamiess, and reliable payment system.
On the whaolesale side, BI-RTGS transactions in the
fourth quarter of 2025 increazed by 31.04% (yoy)
to reach Rp65,069.78 trillion. On the retail side,
BI-FAST transaction volume grew by 30.44% (yoy)
to 1,358.65 million transactions. Digital payment
transactions were recorded at 1426 billion,
growing by 39.21% (yoy). ORI5 transactions
continued to surge, posting growth of 129.99%
{yoy). with the number of users reaching 59.52
million and merchants totaling 42_75 million*
Meanwhile, Rupiah currency management
recorded growth in Currency in Groulation

(CiC) of 12.90% (yoy) to Rp1,359.84 trilhon

(Table 2.6.). Payment system stability remained
intact, supported by resilient infrastructure

and an improving industry structure. From an
infrastructure perspective, the reliability and

% Amore detailed sxplanation of QRS tranzaction developments cm
b fownd in Box 2.3 Accelarstion of ORE Trassdions Expanding
Peymant Syrtzm Digasiirstion and Fnancal Inclision,

£
.

Graph 2.15. Interesi Coverage Ratio (ICR)
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smooth operation of Bank Indonesia’s Fayment
System (SPBI) were well maintained. From an
industry structure perspective, interconnection
of payment systems and expansion of the Digital
Economy and Finance ecosystem continued to
make progress. Payment transactions based

an the Mational Open APl Payment Standard
(SNAP} also increased in line with broader
adoption. In parallel with noncash transactions,
Bank Indonesia remains commitied to ensuring
the availability of Rupiah currency in sufficient
quantity, appropriate denaminations, and fit-
for-circulation guality across all regions of the
Republic of Indonesia, including the frontmost,
the outermost, and the remote areas. This reflects
Bank Indonesia’s unwavering commitmernt

to safeguarding national sovereignty and
supporting a secure, seamless, and reliable
payment system.

The positive performance of Indonesia’s domestic
economy reflects close policy coordination
between the Government and Bank Indonesia

to drive economic growth while maintaining
stability. To safeguard macroeconomic stability,
the Government’s fiscal policy remained prudent,
with the fiscal deficit in 2025 projected at around
2.92% of GDF still below the defict ceiling

of 1.0% of GDP. Bank Indonesia’s monetary
policy remained focused on maintaining

Rupizh exchange rate stability and inflation
within the 2.5+1% target range. Inflation
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Table 2.6. Indonesia’s Payment System Projections 2025-2027

Growrth )

Componant

2024 2025° 2006* 2077* 2024 2005* 2006* 2027+
I Cashiess
1. Bigital Nominal (IDR .
iz by 183 08 124 148 70,8904 785631  B83107 101,4102
Volume (Milicn) 407 341 300 239 %6592 491678 639359 79,2067
7. QRIS ”“ﬂﬁﬂﬁﬂ” 1916 1253 1092 @24 F599  1.486.80 3,106 5,574.3
Volume (Million) 1917 1464 106 106 62397 153742 170000 18,797.7
1 HLFAST ””’T’:iimﬂ;}m s47 36 267 03 89138 121762 154295 18,5687
Voluma (Milion) 624 452 798 252 3.4200 48626 63125 7.9029
4 BLRTGS Nominal (DR
el il 128 191 N2 90 1789203 1493440 1650150 180,967.0
Volume (Miffion) 12 04 02 0.1 102 103 103 163
i1, Cash
Currency in Nominal {IDR —
oo s 93 B1 7.2 13 1,2045 12732 13019 1.497.2

Sowre Bank Indonesia

control synergy between Bank Indonesia and
the Government, bath central and regional,
continued to be strengthened through the
Central and Regional Inflation Control Teams
{TPIFTPID) and implementation of the National
Movement for Food Inflation Control (GNPIF)
across various regions. Hsaal and monetary policy
synergy was also directed toward supporting
economic growth. Or the fiscal side, stimulus
was provided through social protection programs
to sustain household purchasing power and
accelerated realization of ministryfgovernment
agency spending. In addition, the Government
implementad various Asta Gia programs in fine
with national priority projects focused on food
security, energy, defense and security, as well as
the Government's 2025 Economic Policy Package.
From Bank Indonesia’s side, macroprudential
liquidity policy (KLM) had disbursed liquidity
incentives amounting to Rp388.06 trillion

up to the first week of December 2025 to

banks, aimed at encouraging creditffinancing
disbursement to priority seciors, including: ()
agriculture, industry, and downstreaming; (i)

Note: *Bank Indonesia Projection

services, including the creative economy; (iii)
construction, real estate, and housing; and/ar {iv)
MSMEs,; cooperatives, inclusion, and sustainability.
Policy synergy was further strengthened in the
development of the national digital economy and
finance, including through elecronification of
social assistance disbursements and government
financial transactions at both central and regional
levels. Coordination within the Finandal System
Stability Committee (K55K) was also pursued to
maintain financial system stability and support
the role of the finandal sector in finanang the
economy for sustainable and inclusive growth,

The positive perfarmance of the
domestic economy was the result of
close palicy coordination between
the Government and Bank Indonesia
through synergy in the national
economic policy mix
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Box Exchange Rate Intervention Innovation in the

2.1.

Developments in global financial markets
significanily influenced the Rupiah exchange
rate, even when the domestic market was
closed during national holidays. This was
evident during the extended Eid al-Fir holiday
in 2025, coindding with the announcement

of reciprocal tarff policy by the United 5tates
Government ("Liberation Day™). Global
financial market uncertainty increased,
leading to deprecation of the US dollar indax
against major currencies (DXY), a declinein

US Treasury (UST) yields, corrections in risk
assets, and depregation of regional currendes,
including the Rupiah.

During the Eid holiday in 2025, heightened
global financial market uncertainty triggered
sharp depreciation in the offshore USD/IDR
MDF rate, requiring a swift and appropriate
response. The NDF rate weakened by 2.33%
to Rp17.005 an 4 April 2025. As a foreign
exchange derivative coniract settled in cash
without physical exchange of foreign currency;,
the NDF warrants close attention, because s
movements reflect market expectations of the
exchange rate. Movements in the offshore
USIMIDR NDF occurring outside domestic
market trading hours, particularly while the
Mew York market is closed, have historically
influenced the opening of the Rupiah spot
market on the following day, espedcally when
the domestic market was desed and liguidity
was limited.

The dose relationship between offshore NDF
closing and domestic spot opening provided
the basis for Bank Indonesia to be innovative
in its offshore NDF intervention to maintain
exchange rate stability. Implementation of

Offshore Non-Deliverable Forward (NDF) Market

offshore NDF intervention was based on three
key considerations: instrument; timing; and
intervention volume. In terms of instrument;,
offshore NDF transactions were directed to
influence excessive market expectations of
exchange rate movements, complementing
the role of spot and DNDF interventions. In
terms of timing, offshore NDF intervention
was conducted primarily outside domestic
foreign exchange trading hours fo manage
exchange rate movements before the markat
apened. Interms of volume, offshore NDF and
DNDF transactions were executed in adequate
amounts fo ensure exchange rate movements
remained within a range consistent with
fundamentals.

Overall, offshore NDF intervention effectively
supported the strategy to maintain Rupiah
exchange rate stability amid global market
pressures. Movements in offshore NDF and
USDADR spot (Graph B2.1.1.) in =arly April
2025 during the Eid holiday period showead
increased NDF fransactions followed by
pressure on the Rupiah exchange rate.
Following offshore NDF intervention on 7
April 2025, the market responded swiftly with
Rupiah apprecation to around Rp 16,600,
accompanied by reduced NDF transaction
volatility. In subsequent periods, offshore NDF
intervention continued, thereby supporting
Rupiah exchange rate stability.

implementation of offshore NDF intervention
also enabled continuous monitoring of

NDF movements. Bank Indonesia was able

to monitor NDF developments around

the clock and across global markets in

Asia, Europe, and New York following the



Graph B2.1.1. Spot USD/IDR and NDF
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implementation of this strategy. Furthermore,
this strateqgy supported efforts to safequard
the adequacy of foreign exchange reserves.
Overall, strengthening exchange rate
stabilization strateqgy through offshore

NDF transactions complemented existing
stabilization instruments, thereby contributing
to maintaining Rupiah exchange rate

stability amid increasingly volatile global
market dynamics.
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Box
2.2.

Consumer Price Index (CP1) inflation in 2025
remainad within the target range of 2.521%,
supported by stable inflation components.
Based on data from Statistics Indonesia (BPS),
CPl inflation in 2025 was recorded at 2.92%
{yoy), still within the target range, although
higher than CFl inflation in 2024 of 1.57%
{yoy) (Graph B2.2_1.). This development

was underpinned by low core inflation of
2.38% {yoy), contributing 1.53% (yoy) to CPI
inflation. Spatially, controlled CPI inflation was
reflected in most proviness remaining within
the national target range.

CPl inflation in 2025 was maintained within
its target, but developments in volatile food
{VF) infiation warranted close attention. VI
inflation in 2025 was recorded at 6.21% (yoy),
rising significantly compared with 0.12%
{yoy) in 2024, Commodities contributing
substantially to VF inflation included red chili,
fresh fish, bird’s eye chill, rice, broiler chicken
meat, shallots;, and chicken eggs, influenced
by supply-demand dynamics and input
production costs.

Graph B2.2.1. Development of Infiation
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Synergy in Inflation Control to Safeguard
Price Stability

Various synergies in VF inflation conirol
policies were implemented by Bank
Indonesia and the Ceniral and Regional
Governments in 2025 through the Central
Inflation Control Team (TPIF) and Regional
Inflation Control Teams (TPID). These
synergies generally encompassed efforts

to maintain price affordability; to ensure
supply availahility; improve distribution
efficency; and strengthen communication
effectiveness to anchor economic actors’
expectations. In terms of price affordability,
food price control strategies continued

to bestrengthened. On the supply side,
various measures were undertaken, Food
production in 2025 increased compared with
2024, as reflected in'rice and horticuttural
commaodities. Based on BPS data, rice
production in 2025 was projected to be
higher than in 2024, particulariy in Java as
the main production center contributing
more than half of total national rice output
(Graph E2.2.2.). Meanwhile, distribution
efficiency was enhancad through improved
connectivity and strengthened interregional
cooperation (KAD).

Graph B2.2.2. Regional Rice Production
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The TPP-TAD Coordinztion Meeting and the strengthening of the MaBons] Movement for Food
Infiaticn Control {GRPIF} m the Bali amd Nusa Tenggara regicns were comducted to meinfomes
coordinaton in regional infiston confrol

Looking ahead, policy synergy between Bank Mutritious Meal (MBG) program, and seasonal
Indonesia and the Government in maintaining demand surges ahead of national religious

price stability will continue to be reinforced. holidays (HEKN). Inthis regard, optimization
Strengthening synergy is cucial to mitigate of the National Food Security Program must
risks that could drive food prices higher, such be sustained, taking into account regional
as weather and dimate changes, natural characteristics to ensure price stability of rice
disasters, increased demand from the Free and other key food commaodities.
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Box Acceleration of QRIS Transactions: Expanding Payment

2.3.

System Digitalization and Financial inclusion

Payment system digitalization has become

a catalyst in transforming the domestic
economic and financial sectors. Technology-
based financial services, such as e-wallets,
maobile banking, and QR code-based
payments, have enabled faster and more
efficient transactions, thereby accelerating
the growth of digital economic and financial
transactions in Indonesia, In November 2025,
the volume of digital payment transactions
reached 4.66 billion, growing 41.12% (yoy),
supported by broader acceptance of digital
paymentis. Transaction volumes via mobile
and internet applications grew 15.91% (yoy)
and 16.11% (yoy), respectively, including
QRIS transactions, which surged 143.64%
{yoy). Chen et al. (2019) found that digital
payment platforms stimulate consumption by
facilitating fransactions, improving financial
management, and enhancing consumer
confidence.

One important dimension of payment system
digitalization is its positive impact on financial
imclusion. According to Demirgug-Kunt et

al. (2018), broader access to formal financial
services mediated by digital technology
creates opportunities for unbanked groups,
such as micro-entreprenaurs and households
in rural areas. In Indonesia, this urgency

was reflected in the still large unbanked
population, with around 44% of adults
lacking formal finandal accounts in 2024,
Consequently, naeased adoption of digital
paymerts by consumers and M5MEs has
become a strategic pathway to accelerate
national finanaal inclusion.

QRIS accelerates digital payments and serves
as an entry point for MSMEs into the digital
economy ecosystem. QRIS is a standard
designed to fadlitate interoperability and
interconnection across various payment

s’

instruments and funding sources, both

offiine and online. Furthermore, through
QRIS merchant onboarding, MSMEs gain
access to digital payment accounts, opening
opportunities to participate in the digital
ecasystern at low cosb This also expands access
to other finandial services, such as finandng
and investment, supported by the availability
of electronic fransaction records that can be
usad to assess MASMES" financial profiles,

QRIS transactions are dominated by MSMEs,
with increasing transaction volume and
value. MSME merchants accounted for 40.92
million or 95.74% of total QRIS merchants

in Q&-2025. Micro enterprises (UMI) had the
largest share (62.72%:), followed by small
enterprises (UKE) (27 94%) and medium
enterprises (UME) (5.08%). In terms of
transaction volume, MSMEs dominated with
3.74 billion transactions or 72.42% of total
QRIS ransactions, with the largest share from
UKE(35.19%), followed by UME-(19.36%)} and
LM (17.8798). In line with transaction volume
growth, MSME transaction value reached
Rp332.68 trillion, accounting for 72.17%

of total QRIS transactions. UKE dominated
transaction value with a share of 35.90%,
followed by UME (22.929) and UMI (13.34%:).
Compared with the same period in 2024, bath
volume and value of M5SME QRIS transactions
in 0Q4-2025 increased in a significant way.
MSME QRIS transaction volume rose 125.16%,
with UKE growing 166.23%, UMI 162.47%,
and UME 59 49%. M5SME QRIS transaction
value also increased {96_26%), dominated by
UKE (147.08%), Tollowed by UMI (126.80%)
and UME (40.14%).

Transaction volume per MSME QRIS merchant
also showed a steeply rising trend. Volume
per MSME QRIS merchant grew B2.78% in
Q4-2075 compared with the same period in



2024, Growth was particularly strong in UKE
(141.56%), followed by UMI (97_.69%) and
UME (61.02%). MSME ticket size became
increasingly retail-oriented in line with the
expansion of QRIS merchants, particularly
LML MSME QRIS ticket size in Q4-2075 was
Rp88,716, down 12.83% (voy}. The decline
was mainly in UMI, which fell 12.59% (yoy),
from Rp76,928 to Rp66.474. The 0% Merchant
Discount Rate (MDR) policy for UMI, effective
1 December 2024, was indicated a5 one factor
influencing the downward trend in M5ME
ticket size, particularly UM| (Graph B2.3.1.).
This was consistent with the expansion of UMI
merchanis following that policy.

Looking ahead, strengthening the QRIS
ecosysiem will continue to broaden adoption
of digital payments more evenly, thereby
further promaoting financial intlusion. These
efforts must be supported by policy synergy
among authorities, industry, and stakeholders
in terms of regulation, infrastructure, and
digital literacy. With this foundation, the
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Graph B2.3.1. Expansion of QRIS Merchants
Continues, Especially Micro
Enterprises (UMI), After MDR
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digital payment system will nol serve as an
enabler of transaction efficiency, but also as
astrategic instrument to expand financial
inclusion and foster inclusive and sustainable
economic growth.
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BANK INDONESIA POLICY MIX
2025: FOSTERING GROWTH,
MAINTAINING STABILITY

Bank Indonesia implemenis a policy mix to promote economic growth while maintaining
stability, in dose synergy with national economic policies. Monetary policy is oriented toward
safeguarding siability while continuously assessing the available space to support economic
growth (pro-stability and growth), whereas macoprudential policy and payment system

policy are direcited toward fostering susiainable economic growth (pro-growth). This policy

mix representis a balance between safeguarding stability against the adwverse spillover effects

of global uncertainty and collective efforis To promote higher and more resilient economic
growth. The main policy mix is suppaorted by sirengthened policdes for money market and foreign
exchange (FX) market deepening, micro, small and medium enterprises (MSMEs), and sharia
economy and finance development. as well as international policy initiatives.
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ank Indonesia’s policy mix in 2025 was

strengthened and directed toward

fostering economic growth while
maintaining stability, in close synergy with
national economic policies. In terms of monetary
policy, with inflation remaining low and within
the target range, Bank Indonesia reduced interest
rate and expanded monetary operations to
stimulate economic growth, while safeguarding
Rupiah exchange rate stability. In terms of
macroprudential policy, liguidity incentives are
provided to the banking industry to encourage
credit and finandng to priority sectors under
the Government's Asta Ciia program. In terms
of payment system policy, digitalization is
accelerated to promote economic and financial
inclusion, particularly in the real sector and
amonag micro, small, and medium enterprises
(MSMEs). These three ore components of Bank
Indonesia’s policy mix are supported by measures
to deepen the money market and foreign
exchange market, develop MSMEs and the sharia
economy and finance, as well as strengthen
international policy.

Bank Indonesia’s Policy Mix
Conception

In accordance with the Bank Indonesia Act,

as amanded most recently by the Financial
Sector Development and Strengthening Act
{UU P25K), the objective of Bank Indonesia as
the central bank of the Republic of Indonesia is
to achieve Rupizh stability, maintain payment
system stability, and contribute to preserving
financial system stability (S5K) in support of
sustainable economic growth. Rupiah stability
is measured by achieving the infiation targst
set by the Government and maintaining Rupiah
exchange rate stability, supported by adequate
foreign exchange reserves (Figure 3.1.). Payment
system stability is reflected in the velocity of
money circulation, comprising banknotes,
account-based meney, and digital money,

that aligns with the needs of the economy, a
healthy and efficdent national payment system
industry structure, and the provision of secure
and reliable payment system infrastructure.
Meanwhile, financial systemn stability is reflected
in optimal cedit/finandng growth, mitigated

)
.

financial system risks, and the expansion of
economic and financial inclusion. In this regard,
Bank Indonesia confributes to maintaining 55K
through magoprudential policy in the banking
secior from a macro-financial inkage perspective,
considering thiat 55K Is a shared responsibility
among the Ministry of Financs, Bank Indonesia,
the Finandal Services Authority (OJK), and the
Depaosit Insurance Corporation (LPS) under the
Financial System Stability Commitize (KS3K).
These three stability objectives of Bank Indonesia
are critical and, therefore, oriented toward
supporting sustainable economic growth,

To achieve its objectives, Bank Indonesia
performs three main functions: monetary policy,
macroprudential policy, and payment system
policy. Accordingly, Bank Indonesia’s support for
sustainable economic growth is pursued through
these three functions, which can be elaboratad as
follows. First, through monetary policy, achieving
the infiation target and Rupiah exchange rate
stability is essential for the development of
various economic and financial activities by the
Government, the finandal sector, businesses, and
the public Low inflation strengthens purchasing
power and enhances certainty for businesses,
Similarly, Rupiah exchange rate stability is vital
for controlling inflation, maintaining financial
systern stability, ensuring stability in the
Government Securities (SBN) market and fiscal
finandng, and providing certainty for businesses,
Second, through payment sysitem policy,
innovation in payment instruments, smooth
transactions, a healthy industry structure, and
stable payment system infrastructure determine
the velocity, efficency, and productivity of
varous economic and financial activities,

both account-based and digital. Likewise, the
circulation of banknotes in sufficient quantity
and gquality i= necessary for the public, including
in the frontrmost, the outermost, and the remote
regions. Third, through macroprudential policy,
optimal growth in bank lending/financing,
supported by the maintenance of banking
system stability and close synergy within the
K5SK, plays an impartant role in promoting
sustainable economic growth. To support the
implementation of these three functions, Bank
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Figure 3.1. Bank Indonesia Policy Mix 2025

[ MONETARY AND MACROPRUDENTIAL POLICY MIX ]

Sourte: BEank Indonesia

covering most sectors. Conceptually, therefore,
Bank Indonesia’s policy mix stance, comprising
monetary, magoprudential, and payment
system policies, tends to be accommodative

io balance the achievement of stability and

Indonesia is also vested with authority in money

markel deepening and international policy, in
addition to participating in MSME development
and the sharia economy and finance.

In carrying out its three core functions, Bank
Indonesia adopts an optimal policy mix to
strike a balance betwesn maintaining stability
and supporting national economic growth,
while also considering the impact of global
economic developments. The policy mix is based
on Bank Indonesia’s assessments, projections,
and simulations of movements in the national
economic and financial cycles going forward.
In this regard, an accommodative policy mix
stance s apphed when the cycle is contracting
and below potential economic capacity
(stagnation or recession), whereas a tighter
policy stance is adopied when the oyde is
expanding beyond potential capacity (boom
or overheating). For example, at present,
Indonesia’s econoemic and financial cycles are
trending upward yet remain below potential
economic capacity (Graph 3.1.). This is reflected,
among gthers, in low core inflation, a namow
current account deficit, and economic growth
that has not yet become broad-based, that is,

sustainable economic growth. Nevertheless, as
an open economy, the spillover effecis of global
turmoil influence national economic stability and
resilience. 4s explained elsewhere in this report,

Graph 3.1. Indonesia’s Economic and Financial
Cycles
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US tanff policies and global geopolitical tensions ik
have exerted pressures on Rupiah exchange

rate stability and triggered foreign porifolio
investment outflows. These considerations
underpin the current policy mix stance, whereby
monetary policy is oriented toward "pro-growth
and stability, " while payment system and
macroprudential policies remain “pro-growth,”
supportad by measures to deepen the money
market and programs to foster economic and
finanadal inclusion.

Based on the stance of Bank Indonesia’s policy
mix, the following outlines the key policy
instruments implemeanted in 2025.

i. Bank indonesia’s monetary policy is
implemented through reductions in the
Bl-Rate, Rupiah exchange rate stabilization,
and liguidity expansion. These measures aim
to optimize the monetary policy trilemma,
namely maintaining price stability, exchange
rate stability, and adeguate foreign exchange
resarves.” The Bl-Rate has been lowered
six times, totaling 150 basis points since
September 2024, 10 4.75%, the lowest level
since 2022, Rupizh stabilization measures have
been reinforced through interventions in the
offshore market via Non-Deliverable Forward
(NDF) transactions and interventions in the
domestic market through spot transactions,
Domestic Non-Deliverable Forward (DNDF),
and purchases of Government Securities
{SEN} in the secondary market. Rupiah
liquidity expansion has also been pursued
through reductions in Bank Indonesia Rupiah

Securities (SRBI) positions and purchases of jii.

SBN, including secondary market purchases
and debt-switching programs, as part of close
synergy between Bank Indonesia’s monetary
policy and the Government's fiscal policy
Maonetary policy s further supporied by
Macroprudential Liquidity Incentives (KLM)
and accelerated payment system digitahization
to stimulate economic growth.

& A= part of efforts to maintain price stability, Bank Indonesls has
alic monsistantly provided suppori, amang othen, through the
development of food dusters & more detsil=g sxplangtion =n be
found in Box 3.1, Development of Food Clustens to Support Price
Stabifity.

@
a

In the area of macroprudential policy,
liquidity incentives were strengthened, and
all macroprudential instruments were eased
to encourage bank creditffinancing growth
and support the maintenance of financial
system stability. In this regard, the three
objectives of the macroprudential policy
trilemma, optimal credit, financal system
stability, and finanaal indusion, moved in the
same direction and were further reinforcad,
The KLM policy was strengthened to promote
bank credit disbursement to priority sectors
aligned with the Government's priority
programs under the Asta Gia framework,
The Bank Foreign Funding Ratio (RPLN)
instrument was easad to broaden banks'
altermative funding sources from abroad.
The Macroprudential Liquidity Buffer (PLM)
was also relaxed to provide additional
liquidity by reducing the reguired securities
holdings relative to Third-Party Funds.
Other macroprudentdial policy instruments
remained accommuodative fo support aredit
expansion, namely the Countercydical
Capital Buffer (CCyB), the Macroprudenitial
Intermediation Ratio (RIM), the Loan-to-
Value/Financing-to-Value (LTWFTV) ratios
for property aeditfinancing, and down
payment requirements for motoer vehicle
credit/finandng. Macroprudential and money
market surveillance of the banking system
were also sirengthened to help safeguard
financial system stability, supported by dose
coordination within the Financial System
Stability Committee (KS5K),

Acceleration of payment system
digitalization and ensuring adequate
currency circulation continued to be
pursued to support smooth, efficent,

and productive economic and financial
transactions. Digitalization is implemented
through innovation in payment instruments
and expansion of digital payment services,
strengthening the industry structure and
payment system infrastructure stability, and
integrating the national digital economy
and finance ecosystem. Implementation of
the Indonesia Payment System Bluepnnt
(B5P1} 2025 has successfully achieved various



strategic transformations in payment systems,
including broader acceptance of QRIS,
implementation of BEFAST, and the National
Open APl Payment Standard (SNAP), which
have inceased payment velocty and retail
transaction effidency. Digital payment sysiem
trarsformation continues under B5P| 2030,
focusing on strengthening payment system
resilience and expanding interconnection
and interoperability, both domesticlly and
internationally. In 2025, Bank Indonesia
continued to broaden digital payment
acceptance through QRIS pricing schemes
that are more affordable for Public Service
Agency (BLU) and Public Service Obligation
{PSO) merchamnts. In terms of innovation,
QRIS features have been expanded with

the launch of QRIS Tap, based on Near

Field Communication (NFC) technology.

The payment system industry siructure

is reinforced to ensure interconnection

and interoperability among payment
service providers through expanded SNAP
implementation and strengthened industry
governanca via enhanced surveillance and
risk management, including measures
against illegal transactions and cyber threats.
Payment system infrastruciure stability

was maintained through optimization

of BI-FAST Phase | 5tage 2 features,

which include bulk transfers, request for
payment, and direct debit transters. In line
with public financial digitalization, Bank
Indonesia strengthens the digitalization of
government financial transactions through
the Hegional Digitalization Acceleration and
Expansion Program (P2DD) and increased
acceptance of the Indonesia Credit Card
(KKI) to improve transparaency, effidency,
and fiscal governance, Furthermore,
international synergy was expanded
through the implementation of Regional
Payment Connectivity (RPC) within ASEAN
and the establishment of a new QRIS
cross-border payment corridor between
Indonesia and Japan to sirengthen aoss-
border connectivity and support regional
digital economic integration. Meanwhile,

to ensure smooth, efficient, and productive
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economic and financial transactions across
Indonesia, particularly in areas with limited
digital acceptance and infrastructure,

Bank Indonesia continues o ensure the
adequacy and quality of Rupiah currency
and strengthens collaboration with various
stakeholders to guarantee the availability of
high-quality, reliable, and easily accessible
Rupiah currency for all segments of society.

a Monetary Policy

Interest rate policy in 2025 was determined at
each monthly Board of Governors Meeting (RDG)
in a forward-looking and pre-emptive manner to
steer inflation forecasts for the next two years
within the target range set by the Government,
namealy 2.5+1% in 2025 and 2026. As previously
explained, Bank Indonesia reduced the Bi-Rate six
times by a total of 150 basis points, from 6.25%
in September 2024 to 4.75% in September 2025,
marking the lowest level since 2022 (Graph 3.2).
The Bl-Rate reductions were decided by Bank
Indonesia in September 2024 and, during 2025,
in January, May, July, August, and September,
each by 25 basis points. At the monthly RDG held
on 16-17 December 2025, Bank Indonesia also
decided to maintain the Bl-Rate at 4.75%, the
Deposit Facility rate at 3.75%, and the Lending
Fadlity rate at 5.50% to comtinue encouraging
banks to utilize liquidity easing for the real
secior. This dedsion aligns with the Government’s

Graph 3.2. Bl-Rate and INDONIA
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effarts to stimulate economic growth while
keeping inflation in-2025 and 2026 within the
2.5+1% target range (Graph 33.) and maintaining
Rupiah exchange rate stability in line with its
fundamentals. Moving forward, Bank Indonesia
will continue to monitor economic growth and
inflation prospects to leverage room for further
Bl-Rate reductions while considering Rupiah
exchange rate stability.

Rupish exchange rate stabilization policy is
implemented to safeguard the external resilience
of the national economy against the impact

of global turmoil. Strengthening the Rupiah
stabilization strategy in line with fundamentals
was pursued through interventions in the
domestic market via spot and Domestic Non-
Deliverable Forward (DNDF) transactions, as

well as offshore market interventions through
Naon-Deliverable Forward (NDE) transactions.

This strategy was complemented by purchases

of Government Securities (SBN) in the secondary
market to enhance liquidity and maintain
finandal market stability. The Rupiah exchange
rate; which had reached around Rp17,000 per U5
dollar in early April 2025, has since appreciated
and stabilized at arcund Rp16,300-16,700 per US
doliar. Bank Indonesia remains firmly committed
to maintaining Rupiah exchange rate stability

as an integral part of economic stability and the
stability of the Republic of Indonesia.

Graph 3.3. Inflation Expeciations
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Liquidity expansion was implemented through

a pro-market monetary operations strategy to
strengthen the effectiveness of interest rate
transmission, increase liguidity, and accelerate
money market and foreign exchange market
deepening. This strategy comprised three
measures. First, increasing liquidity in the money
market and banking sector by redudng SRBI
positions from Rp916.97 trillion at the beginning
of 2025 to Rp720.90 trillion as of 31 December
2025 (Graph 3.4), Second, lowering the interest
rate structure of monetary instruments and foreign
exchange swaps in line with liquidity expansion to
accelerate the effectiveness of reductions in deposit
and lending rates. SRBI yields for tenors of b, 3,
and 12 months declined by 231 bps, 230 bps, and
235 bps, respectively, since the beginning of 2025
to 4.B5%:, 4.90%, and 4929 as of 19 December
2025 (Graph 3.5). Third, strengthening the role of

Monetary liquidity expansion,
implemented through a pro-market
monetary operations strategy,
strengthens the effectiveness of
policy rate transmission, enhances
liquidity, and accelerates money
market and foreign exchange market
deepening

Graph 3.4. 5REl Position
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Graph 3.5. 5RBI Rate
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primary dealers to increase SREBI transactions in
the secondary market and repurchase agreement
{repo) transactions among market participants.
Furthermore, to reinforce the effectivensss of
liquidity expansion, as mentioned earlier, at the
RDG on 16-17 December 2025, Bank Indonesia
maintained the Deposit Facility rate at 2.75% to
encourage banks to channel excess liguidity into
credit fo the real secior, thereby supporting higher
economic growth

Bank Indonesia continues to optimize various pro-
market instrument innovations.” Since November
2025, Bank Indonesia has expanded the underlying
assets for repos in its monetary operations to
include other high-guality securities issued by
financial institutions established or owned by the
Government to support Government programs
aimed at public welfare. To support the 2020
Money Market and Foreign Bxchange Market
Deepening Blueprini (BFPU), Bank Indonesia

alzo introduced BI-FRN {(Hoating Rate Notes)

and developed Overmight Index Swaps (O15)

for tenors beyond overnight to establish an
interest rate structure based on money market
transactions. In support of the sharia money
market, Bank Indonesia expanded the investor
base for Sukuk Bank Indonesia (SUKRI) to include
banks and non-bank financal institutions, as well
as non-residents.

T Amors detailad explanation of innovaticnd in monetsry operations
strstegy c@n be found in Box 1.2 Innovstion in Pro-Market Monetary
Crparations Strategy to Aoccelorate Financizl Markat Deepenmg and
Emprowe Mark=t Efficiency

Purchases of SBN from the secondary market
were conducted in line with the accommeodative
monetary policy stance through Bl-Rate
reductions and liquidity expansion. As of 31
December 2025, Bank Indonesia had purchased
5BN amounting to Ap332.14 trillion since lanuary
2025, including Rp246.68 frillion through
secondary market purchases and debt-switching
programs with the Government. SBN purchases in
the secondary market were carried out based on
market mechanisms, in a measured, fransparent
manner, and consistent with monetary policy
objectives to mainiain economic stability and
preserve monetary policy credibility. Furthermaore,
these purchases represent dose synergy between
Bank Indonesia’s monetary policy and the
Government's fiscal policy to jointly maintain
macroeconomic stability and stimulate economic
growth. In this regard, part of the SBN purchased
was utilized by the Government to finance
people-centered economic programs, such as
Public Housing and the Red and White Village
Cooperatives (KDMP).

The three monetary instruments mentioned
above—namely, Bl-Rate policy, Rupizh
exchange rate stabilization, and liquidity
expansion—are supporied by adequate foreign
exchange reserves and foreign exchange flow
management. Bank Indonesia consistently
ensures reserve adeguacy in accordance

with international standards to support the
Government’s external debt servicing and Rupiah
stabilization policy. At the end of Decernber
2025, the position of foreign exchange reserves
stood at USD 1565 billion, equivalent to 6.4
moriths of imporis or 6.3 months of imports

and Government external debt servicing, well
above the international adequacy standard

of approxzimately 3 months of imports. Bank
Indonesia assesses that this level of reserves is
sufficient to support external sector resilience
and maintain macroeconomic and financial
system stability. Furthermore, to support Rupiah
exchange rate stability, Bank Indonesia also
fadilitates the implementation of the mandatory
retention policy for Foreign Exchange Export
Proceeds from Natural Resources (DHE SDA)

in the domestic financial system in accordance
with Government Regulation (PP} No. 8 of 2025,

@
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The instruments for placement and utilization

of DHE SDA have been expanded to include,
among others, placement in foreign cumency
Term Deposit (TD) instruments for tenors of up

to 12 months (Graph 2.6}, and placement in Bank
Indonesia Foreign Exchange Securities (SVB!)

and Bank Indonesia Foreign Exchange Sukuk
(SUVEI) instruments for tenors of up to 12 months
(Graph 3.7). In addition fo foreign currency
placement instruments, the flexibility provided
under Government Regulation No. 8 of 2025 also
encourages greater conversion of foreign currency
into Rupiah. This has resufted in an increase in
foreign currency supply from corporations, which
in turn has coninbuted to higher Rupiah third-
party funds (TPF) in the corporate sector.
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Bank Indonesia continues to strengthen
coordination with Governments, both central and
regional, in controlling inflation and supporting
national economic growth, With respect to
inflation control, particularly volatile food prices,
synergies with Central and Regional Governments
have been consistently enhanced through the
Inflation Control Teams (TPIP/TPID). This has been
implemented under the National Movement for
Food Inflation Conirol (GNPIP) with full support
from Bank Indonesia, involving both Bank
Indonesia’s Head Office and its 46 representative
offices across Indonesia. Food inflation control
adheres to the 4K Strategy, namely price
affordability (Ksterjangkauan Harga), supply
availability (Kefersediaan Pasokan), uninterrupted
distribution (Kelancaran Distribusi), and effective
communication (Komunikasi fSfaktif). Bank
Indonesia’s support for GNPIP includes various
programs, namely Productivity Enhancement,
Food Security, Interregional Cooperation, Food
Distribution Facllitation, Subsidized Discount
Market, Data Digitalization, and Coordination
and Public Communication, as shown in Table 3.1.
Furthermore, Bank Indonesia consistently supporis
various Government initiatives to stabilize prices,
including the Stabilization of Food Supply and
Pricas (SPHP) program, particularly for rice, and
the intensive monitoring of food prices through
periodic coordination meetings at the TPID and
TPIP levels, as well as inspections at both market
and producer levels. These actions are not limited
to stabilizing shori-term food prices but are also
direcied toward building a resilient and adaptive
food security ecosystem in which supply chain
efficiancy, regional empowerment, and inter-
agency coordination form the core foundation
for maintaining price stability. In addition to price
stabilization efforts, Bank Indonesia continues

to support the Government, parficularly at the
regional level, in accelerating regional economic
growth. This includes strengthening ecenomic
policy advisory to optimize pntenfiaI sectorsin
each region, empowering M5SMEs, prometing
regional investment and trade through the
Regional Investor Relation Unit (RIRY), and actively
participating in the Regional Economic Growth
Acceleration Team (TP2ED). It is expected that such
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synergy will foster high, incdusive, and sustainable
regional economic growth, thereby supporting
the national economic growth vision.

Macroprudential Policy

To further encourage bank credit/financing to
priority sectors and support the Government’s
Astz Cita program, Bank Indonesia strengthenad
implementation of the Macroprudential
Liquidity Incentive (KLM) policy. This mnovative
macroprudential easing policy has been in

place since iis inthal implementation in March
2022 as part of Bank Indonesia’s policy mix to
support sustainable economic growth. Liguidity
incentives were provided to banks in the form

of a reduction in Minimum Reserve Requirement
(GWM) obligations to stimulate creditffinancng
groawth for businesses. Bank Indonesia viewed
the reduction of GWM through KLM liquidity
incentives as more productive for the economy
than lowering GWM obligations for all banks,
which could otherwise have been used for
currency speculation or for purposes unrelated

to creditffinancing for businesses. Based on this
consideration, Bank Indonesia periodically reviews
the implemeniation of KLM and, from time 1o
time, strengthens its effectiveness in encouraging
banks to channel aeditffinancing, both in tarms
of secior coverage and incentive size (Graph 3.8.).
From the perspective of priority sector coverage,
ELM initially targeted sectors recovering from the
scarring effects of the COVID-19 pandemic and

-
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Reguisior™ in Asia P Avvand HI25 from The Asian Banker
The award undersored thsunres of Bank indonssa’s
masroprdential polides.

later expanded to sectors with high leverage

for economic growth. In 2025, priority sector
coverage was further strengthened to support
job absorption capacity and the Govermment's
Asiz Cita program, with increasing incentive
amounts. In December 2025, performance-based
and forward-looking KLM policy incentives were
further strengthened, cemprising the lending
channel and the interest rate channel. The

size of KLM liguidity incentives was inreased
from 5.0% to 5.5% of third-party funds (TPF).

Graph 3.8. Evolution of Macoprudential
Liquidity Incentive (KLM) Policy
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The strengthening of the KLM lending channel
was implemented to encourage bank credit/
financng, particularly to priority sectors, namely:
(i} agriculture, industry, and downstreaming;

{ii} services, including the aeative economy; il
construction, real estate, and housing; andfor (iv)
MSMEs, cooperatives, inclusion, and sustamable
sectors, which are also designated as Governmient
priority sectors in supperting economic growth. In
addition, KLM incertives through the interest rate
channel were also provided to banks that were
responsive to reductions in the policy rate.

The use of KLM liguidity incentives by banks
continues to increase, in line with creditffinancing
growth, to support sustainable economic

growth. As of end-December 2025, total KLM
incentives amounted to Rp388.06 trillion. These
were distributed as follows: State-Owned Banks
(BUMN), Rp177.1 trillion; Mational Private
Commercial Banks (BUSN), Rp169.5 trillion;
Regional Development Banks (BFD), Rp34.6
trillion; and Foreign Bank Branch Offices (KCBA),
Rp7.0 trillion. Overall, a total of 124 banks had
received KLM liquidity mcentives in significant
amounts, namely in the range of 4-5% and more
than 5% of their respective third-party funds {TPF),
with 58 banks and 31 banks in each category,
respectively (Graph 3.9.). From the perspeciive
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Graph 3.9. Number of Banks Receiving
KLM Incentives
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of priority sectors under the KLM lending
channel, as illustrated in Graph 3.10., the largest
allocation of KLM incentives was channeled to
credit/finandng in the Agriculture, Industry,

and Downstreaming sector (Rp119.52 trillion),
fallowed by the Construction, Real Estate, and
Housing sector (Rp113.17 trillion), inclusive of
financng for M5MEs, Cooperatives, Inclusion,
and Sustainable sectors (Rp78.09 trillion), and the
Services sector, including the aeative economy
(Rpdd .12 trillion). Meanwhile, KLM incentives
through the interest rate channel amounted to
Rp23.14 trillion. The provision of KLM liquidity
mncentives was assessed to be effectivein
encouraging banks to expand aeditffinandng in
support of sustainable economic growth. Going
forward, Bank Indonesia will periodically conduct
assessments of the speed at which banks adjust
lending rates in response to changes in the policy
rate, as well as the coverage of priority sectors,
to ensure alignment with Government programs
and job creation objeciives,

Bank Indonesia implements
a performance-based and
forward-looking Macroprudential
Liquidity Incentive (KLM) policy
comprising a lending channel and an
interest rate channel

Graph 3.10. KLM Disbursements by
Priority Sector
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Bank Indonesia strengthenead the Bank Forsign
Funding Ratio (RPLN) instrument to enhance
banks’ funding capacity in support of optimal
liguidity management and bank lending. The
RPLN policy is an innovative counteroyclical
macoprudential instrument designed to
strengthen banks’ shori-term foreign funding
in line with economic needs. RPLN regulates the
maximum limit of short-term bank liabilities
relative to capital. Short-term liabilities covered
by RPLN include: short-term fareign debt of
banks; short-term domestic foreign curmency
bonds; andfor shori-tarm risk partidpation
transactions. RPLN has two policy features:

a countercyclical and a risk-based approach.
The RPLN limit is dynamic, determnined by
countercyclical parameters that consider
macroeconomic and financial oycles, as well as
the banking industry’s foreign debt gydle, which
is evaluated periodically. Using a risk-based
approach, the application of countercyclical
parameters in RPLN considers external risks

and macro-financial risks, including prudential
principles covering capital capacity, aedit nisk,
and market risk. Effective 1 June 2025, Bank
Indonesia set the countercyclical parametar at
5%, thereby increasing the maximum RPLN limit
from 30% to 35%.® The implementation of this

E Regulstion of Member of Bosnd of Governos Wumber 12 of
2025 on The Amendment to Regulation of Member of Board of
Gevernors Number 7 of 2024 on the implamenting Fegulstion of

the Bank's Foresgn Funding Ratio.
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countercyclical parameter strengthens banks’
liquidity capacity in line with national economic
needs while maintaining prudential principles.

Bank Indonesia continued to maintain adequate
banking liquidity, including flexibility in the
Macroprudential Liquidity Buifer (PLM) ratio, to
strengthen aedit/financing while safeguarding
finandial system stability. As explained
previously, ample banking liquidity conditions
were reflected in the LA/TPF and LDR ratios,
which stood at 28.57% and 85.35%, respectively,
in December 2025. To enhance flexibility in
liguidity management, Bank Indonesia relaked
the PLM ratio, which requires banks to hold a
portion of liquid assets in high-quality securities
such as Government Securities (SEN). Effective 1
Jume 2075, Bank Indonesia reduced the PLM ratic
from 5% to 4% for Conventional Commercial
Banks {(BUK) and Sharia PLM ratio from 3.5% to
2.5% for Shana Commerdal Banks/Sharia Business
Units (BUS/UUS).* (Graph 3.11.). In addition to
lowering the PLM ratio, Bank Indonesia also
adjusted the repo flexibility feature in PLM/Sharia
PLM paolicies. The repo flexibility for fulfilling the
PLM requirement for BUK was reduced to 4%
from the previous 5%, while the repo flexibility

B Reguistion of Members of the Bosm of Governors Number 11
of 2% concerning the Bighth Amendmeant to Aagulation of
Members of the Bosrd of Gowvernom Number 2122 PADGZ0TE an
the Macroprodential lntermedation Ratie and Maoroeprudential
Liquidity Buifer for Conventional Commerdisi Banky Sharis
Coammenia Banky, and Sharis Busines Lindts.

Graph 3.11. Magoprudential Liquidity
Buffer (PLM)

H

5

H

15

in

LT by
)
1ERTY 26910 16972 16917 I60AT® 16O 26 %
Foil ELiH ] ] 2053 22 o 175
= Mzorepredential Liguidity uifer —_ Securties TR

W Faxible Repo Seouites B Non-Flexibis Seourites
Mon-Repo Securbes

Sourme. Eank Indon=sia

52
a

for sharia-compliant securities to meet the Sharia
PLM requirement for BUS was reduced to 2.5%
from 3.5%. These adjustments provided banks
with greater room to manage liquidity through
repo transactions on securities they hold to mest
PLM/Sharia PLM obligations. As of November
2025, all banks had PLM ratics above 5% of TPE
with 79 banks above 20% and 22 banks between
10-20% (Graph 3.12.). Almost all securities for
PLM comphiance were held by banks, with enly
asmall portion being transacted through repos
to Bank Indonesia. This development indicated
ample liquidity in the banking system, thereby
supporting credit/financing for the economy. As
outlined in the pravious chapter, banks tended
to place excess liguidity in securities as an
alternative use of funds amid still-weak aedit
demand from eligible businesses. Going forward,
as Indonesia’s economic recovery continues to
strengthen, bank lending/financing is expected
to grow further.

Accommodative macroprudential policy is
maintained to help preserve financial system
stability and support sustainable economic
growth. In addition to expanding the coverage
of prionty sectors and increasing KLM liguidity
incentives, strengthening the RPLN, and
providing flexibility in the PLM ratio, other
macroprudential policy instrumenis remain
accommodative to safeguard financal system
stability and support sustainable economic

Graph 3.12. Distribution of Macroprudential
Liquidity Buffer (PLM)
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growth. In this regard, Bank Indonesia continued
the vanous accommodative macroprudential
instruments that have previously been
implementad. The Loan-to-Value/Financing-to-
Value (LTVIFTVY) ratio was maintained at 100%
for all property types (including public housing),
and the relaxation of 0% down payment
requirements for motor vehicle creditffinancing
was upheld. Likewise, Bank Indonesia continued
to maintain a 0% Countercyclical Capital Buffer
{CCyB) and 3 Maooprudential Intermediation
Ratio (RIM) of 84 94% (with the RIM realization
at 83.95% by the first week of December 2025) to
support liguidity flexibility and bank lending. For
its part, the Macroprudential Indusive Fnandng
Ratio (RPIM) promotes inclusive economic and
financial development, espedally for M5MEs,
whereas the Prime Lending Rate (SEDK)
transparency policy supporis the effectiveness

of interest rate and macroprudential

policy transmission.

Bank Indonesia continued to strengthen
macroprudential and money market surveillance
of the banking system to maintain financial
system stability. Macroprudential surveillance
focuses on the macroeconomic—financdal linkages
of large banks, which play an essential role in
lendingffinanding and financial system stability.
This surveillance assessed liquidity risk, market
risk (interest rate and exchange rate risk), and
credit risk arising from domestic and global
macroeconomic dynamics. Risk assessment were
conducted for individual large banks and their
interlinkages within the banking system, both

in the short term (cross-section) and dynamically
over the next two years (forward-looking).

Stress tests using these three risk parametars
were based on projections of Indonesia’s
maaoeconomic outlook and on the impact

of global economic dynamics. Meanwhile,
market sunveillance focused on assessing the
three risks arising from transaction activities

and the interconnectedness of large banks in
the money and foreign exchange markets. In
addition to nisk assessments, macroprudential
and market surveillance alzo focus on human
resources capabilities, risk management, and
technology used in large banks. Both forms of
surveillance are mandated by the Financial Sector

Development and Strengthening Act (P25K Act),
which enhances Bank Indonesia’s mandate on
macroprudential policy and deepens the money
and foreign exchange markets. The results of
macoprudential and market surveillance are
essential considerations in formulating Bank
Indonesia’s policy mix and are an integral part
of bilateral supervisory coordination with the
QJK, as well as broader coordination to maintain
financial system stability within the Financial
System Stability Committee (K55K)

Bank Indonesia strengthened policy synergy
with KS5K and other authorities to maintain
financial system stability. Throughout 2025,
KS5K held regular quarterly mestings and
additional sessions as necessary. Coordination
with KS5K aimed to conduct joint assessments of
financial system conditions and coordinate policy
responses to safequard financial system stability.
Overall, the financial system remained sound
and resilient during 2025, withstanding pressures
from global and domestic conditions. Bank
indonesia contributed to preserving financial
system stability through exchange rate stability,
optimal ceditffinancing growth, surveillance

of major banks, particularly with respect to
liguidity and market risks, and payment system
stability. Stress testing on financial system
stability was conducted jointly, along with
simulations of coordination for the prevention
and management of potential crises. K55K also
coordinated in preparing fellow-up actions on
regulations required for implementing the P25K
Art In this regard, Bank Indonesia had issued 16
out of 17 requisite Bank Indenesia Regulations
(PEI}, with the rernaining regulation to be
completed within the prescribed timeline. Bank
Indonesia further strengthened collaboration
with various authorities and international
forums in the areas of macroprudential policy
and financal system stability, as part of efforts
to reinforce domestic financial system resilience
and contribute to global finandal stability. This
commitment was reflecied in Bank Indonesia’s
active role in strategic intermational forums, such
as the Hnancial Stability Board (F5B} and the
Basel Committee on Banking Supervision (BCBS).
Bank Indonesia also reinforced its leadership
role in the Asia-Pacific region by serving as Chair

=
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of the Working Group on Banking Supervisian
{(WGBS) under the Executives’ Meeting of East
Asia-Pacific Cenfral Banks (EMEAP) for the
2024-2026 term. In this capacity, Bank Indonesia
actively promoted discussions on strategic
issues, such as strengthening financial sector
supervision, banking digitalization, and dimate
risk assessment, which are all increasingly
relevant to financial system stability. As a

result of these efforts and active engagement,
Bank Indonesia received the Best Systemic and
Pruderrtial Regulator in Asia Pacific Award 2025
from The Asian Banker.

Payment System Policy

Bank indonesia has continued to accelerate
payment system digitalization through
innovation in instruments and the expansion

of digital payment services to strengthen
integration of the national digital economy—
finandial ecosystem.” The use of Quick Response
Code Indonesia Standard (QRIS), as the only
national QR standard for digital econamic
finandal transactions in Indonesia, has been
expanded continuausly through a broad
acceptance campaign, coupled with innovative
ease and conwenience features for the public In
2025, a wide-ranging campaign to expand QRIS
acceptance were implementad nationally and in
various regions through the 46 representative
offices of Bank Indonesia. Bank Indonesia has
further innovated QRIS features in collaboration
with the Indonesia Payment System Association
{ASPI) through the development of national
standards for QRIS Tap (QRIS TAP), particularly
to support digital public services and retail
transaciions. To further inoease digital payment
transactions for the people-centered economy,
Bank Indonesia in 2075 continued to provide
incentives in the form of broadened digital
acceptance as a commitment to supporting the
provision of public services by the Government
through the QRIS pricing scheme for Public
Service Agency (BLU) and Public Service

10 Mare detalled srplanstions regarding imanatin inthe payment
wysbems sectiH can be found in Box 33, Heskathon: Dessloping
Bigital Taient to Dnve Innovstion i the Digital Economy and
Fmance Ecosystem
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Obligation (P50) merchants, reduced from 0.4%
to 0%. As of the fourth quarter of 2025, QRIS
users totaled 59.53 million, surpassing the target
of 58.0 million, with 42.75 million merchants,
most of which are MSMEs. Spatially (Graph 3.13.),
most QRIS users were located in the lava region,
totaling 40.83 million, followed by Sumatra
(10.40 million), Sulawesi, Maluku and Papua
(238 million), Kalimaritan (2.95 million) and Bali—
Nusa Tenggara (1.98 million). The aceleration

in QRIS transactions also continued, with a
transaction volume increase of 139.99% (yoy)
and a transaction nominal increase of 107 22%
{voy) (Graph 3.14). The rising popularity of QRIS
among the public indicates the growing benefits
of digital payment system acceleration by Bank
Indonesia to support inclusive and sustainable
economic growth.

The broadening of acceptance and stability of
Bi-FAST has been enhanced as the retail payment
system infrastructure increasingly popular
among the public. As is known, BI-FAST began
implementation in 2022 as a nationally driven
retail payment system infrastructure to meet

the rapidly growing needs of retail transactions,
equipped with real-time features and 2477
nonstop operation. Bank Indonesia also provides
various benefits, including open participation,
aptions for independent or shared infrastructure,
a maximum fransaction limit of Rp250 million per
transaction, and a BI-FAST pricing scheme of up
to Rp2,500 per transaction for customers, with a

Graph 3.13. Number of QRIS Users per Region
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Graph 3.14. QRI5 Performance: Transaction
Volume and Value
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fee of Ap19 per transaction paid by participants
to Bank Indonesia. The introduction of BI-FAST
Phase | Stage 2 features has also been optimized
to include bulk transfer services, request-for
payment, and direct debit transactions to
support digital economic and financial services.
As of the fourth quarter of 2025, the volume

of retail payment fransactions below Rp250
million processed through BI-FAST reached
1,358.65 million transactions, accounting for
82.6% of total retail payment transaction volume
{Graph 3:15.). The BI-FAST transaction value 15
generally retail under Rp500,000 per transaction,
representing around 59.6% of all transaction

Graph 3.15. BL-FAST Transaction Volume vs Other
Retail Payments
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segments (Graph 3.16.). These developments
indicate that BI-FAST is increasingly capable

of providing incdusive digital payment services

io the public and nurturing cooperation in
payment services. As public acceptance continues
to grow, Bank Indonesia is strengthening Bl-
FAST service stability end-to-end, from the
stability of payment system infrastructure at
Bank Indonesia to the technolegy and risk
management of Payment Service Providers (PaPs},
as well as the services provided by P5Ps to the
public. Consumer protection, prevention against
illegal transactions, and the reliability of cyber-
security technology remain key priorities in Bank
Indonesia’s policy and supervisory framework.

Digital payment system services offerad by

the banking industry and nonbank P5Ps have
increased rapidly in line with the growing
interconnection betweean industry players.
Bigital payments in 2025 were projected to
reach 49.76 billion fransactions, with a value

of approximately RpB0.77 trillion (Graph

2.17.}). This rapid development reflecied the
increasing public acceptance and preference

for digital payment services, which provide
convenience in conducting various economic
and financial transactions guickly, easily, and

at low cost. In this regard, to further facilitate
digital payment transaciions for the public while
simultaneousiy strengthening the structure of
the payment system industry, the implementation

Graph 3.16. BI-FAST Transaction Volume by
Transaction Value Bracket
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Graph 3.17. Digital Payment Transaction Volume
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of the National Open APl Payment Standard
(SNAP) continued to be expanded to support
interconnaction of digital banking services
between banks and fintech. Following SNAFP
implementation for first movers and second
movers in 2022 and 2023, Bank Indonesia, in
collaboration with ASPI, has optimizad efforts in
2025 to expand SNAP integration and adoption
in the MSME and non-profit segments, SNAP
adopiion in the interconnection of payment
services by the payment system industry has also
demonstrated significant progress, accounting
for approximately 26% of total payment
transaction volume (Graph 3.18). To strengthen
a healthy, efficient, and stable PSP indusiry
structure;, Bank Indonesia continues to enhance
payment system sunveillance, induding human
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resource competency, nsk management practices,
and the raliability of technology infrastructure.
The results of such surveillance serve as the basis
for determining the health and classification of
PSPz in their participation in BLEAST, licensing
processes, and the development of payment
services to the public

Bank Indonesia continued to strengthen

policy synergy with the Central and Regional
zovernments in the digitalization of sodal
assistance distribution and government financial
transactions. The smooth delivery of Non-Cash
Social Assistance (B5NT) to Beneficiary Families
(KPM) was maintained through coerdination,
facilitation, and education, as well as monitoring
activities involving all Bank Indonesia

o)
.
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reprasentative offices. The implementation and
acceptance of the Government segment of the
Indonesia Credit Card (KKT) continued to be
expanded o support efficiency in government
financial transactions and promote financial
inclusion. Launched in August 2022, the
Government segment of KKl is a national credit
card scheme for domestic use, starting with
government transactions and later extending to
retail transactions. After successfully infegrating
QRIS into the Government segment of KEI,

Bank Indonesia in 2025 focused on promoting
the use of the KKI Government segment to
further expand its acceptance. With these
various benefits, and supported by consistant
efforts from Bank Indonesia and the Indonesia
Payment System Association (ASPI) to strengthen
implementation and acceptance, the number of
participating Regional Governments ontinued
to increase: Likewise, KK transactions continued
to grow in both volume and value, dominated by
transactions from Regional Governmenits using
the QRIS feature. KE| transactions were most
commeon in the transportation and hotel sectors.
The implementation of Regional Govermment
Transaction Digitalization (ETPD) is also being
expanded in collaboration with the Regional
Digitalization Acceleration and Expansion Task
Force (P2DD) through the establishment of
P2DD catalyst forums. In addition, synergy with
ministries, institutions, and other authorities
continues through the organization of the
Indenesia Digital Economy and Finance Festival
{FEKDI) in Ociober 2025.

Bank Indonesia continued expanding cross-
border payment cooperation through
implementation of the Regional Payment
Connectivity (RPC) initiative in ASEAN and
with several other important economic partner
countries of Indonesia. The expansion of cross-
border OQR-based payment cooperation has now
been implementad between Bank Indonesia
andthe Bank of Thailand (BoT), Bank Negara
Malaysia (BNM), the Moenetary Authority of
Singapore (MAS), and Japan's Ministry of
Economy, Trade and Industry (METI). These
developments indicated that an inareasing

number of residents in both countdries are

using QR to facilitate transactions, particularly
retail transactions for tourism. For example, OR
cooperation between Bank Indonesia and BNM
is currently faclitated by 8 PSPs in Malaysia and
57 P5Ps in Indonesia, with usage in Indonesia
totaling around 708 thousand transaciions,
valued at approximately Rp 16288 billion {(Graph
3.19). In 2025, the establishment of a new cross-
border QRIS commidor between Indonesia and
lapan has been carned out to further strengthen
cross-border connectivity. Cross-border QRIS
cooperation will continue to be expanded with
other partner countries, including the infbation
of cooperation extensions with China, South
Korea, India, and 5audi Arabia, to promote faster,
cheaper, more transparent, and more inclusive
cross-border payments, particularly for micro,
small, and medium enterprises. This initiative is
expected to foster economic activity, including
the tourism sector, as well as encourage the

use of local currencies for bilateral transactions
within the Local Currency Transaction (LCT)
framework. As of November 2025, LCT usage
had reached equivalent of USDZ22.2 billion,
increased by 53.3% from an average of

USD14.5 billion in 2024. Most local currency
iransactions were between Indonesia and China,
foliowed by transactions with lapan, Malaysia,
Thailand, South Korea, and the United Arab
Emirates (Graph 3.20}.

Graph 3.19. Cross-Border QRIS Transactions
betwesn Indonesia and Malaysia

Rp Hillon

Transacbon
:?Eﬁ inboums] Hntl.n_- Homins Vol - 0
200,000 0 741 Trarmarsion P12 B il
TRO0,000
200
- 6B

F00,000
B 000
00,000
550,000
S0, 000
450,000

"3 & 3 2V 3 &
243 02 F.iF

2 12173 & 9 2

— Indround Value [rhs) — Inbevumdd Vedume (Thad

Soure=" E=nk imonesa

57
B



ECONOMIC REPORT ON
INDONESIA 2025

Graph 3.20. Local Currency Transaction (LCT)
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Bank Indonesia also continues to develop the
Digital Rupiah through "Project Garuda” to ensure
that the Rupiah remains the sole legal tender

in Indonesia in the digital era. This initiative

is likewise a manifestation of the mandate
stipulated in Act Number 4 of 2023 on Financial
Sector Development and Strengthening (P25K
Act), which designates Bank Indonesia as the only
institution authorized to issue Rupiah currency

in Indonesia. After receiving various inputs from
the industry and associations, ministries and
government agencies, academics, and the public,
Bank Indonesia i5 currently in the process of
experimenting with technology through proof

of concept (POC), focusing on the issuance and
circulation of Digital Rupiah. At present, Bank
Indonesia is testing aliermnative technological
solutions, weighing options between centralized
and decentralized approacdhes, and balancng

the trade-off between speed and security for the
future issuance of Digital Rupiah. The output

of this POC will serve as the foundation for
subsequeni stages, namely sandboxing, piloting,
and prototyping in the development of the first
stage (immediate phass), whidch will focus on the
circulation of Digital Rupiah from Bank Indonesia
to designated banks acting as wholesalers, This
stage will also form the starting point for the next
stage (intermediate phase), which will involve the
use of Digrtal Rupiah for digital finandal securities
(digital financial assets).

-
.

In the area of Rupiah currency management,
Bank Indonesia continues to advance the
transformation of Rupizh currency management
based on the Blueprint Pengelolaan Uang
Rupiah (BPPUR) 2030, with the themes of
modem, collaborative, and sustainable. The
implementation of this fransformation covers
various aspects, including Rupiah currency
availability, Rupiah currency distribution, and
Rupiah currency management infrastruciure.
Strengthening the aspect of Rupiah currency
availability is carried out through enhancing

the accuracy of estimating Rupiah currency
demand, optimizing Rupiah currency inventory
management, as well as improving the guality
of Rupiah currency materials and design

to ensure the drculation of higher-quality

and more sustainable currency. In the area

of Rupiah currency distribution, efficency
improvements in the distribution system are
pursued through the optimization of distribution
routes by leveraging better infrastruciure and
interregional connactivity, as well as through
the implementation of business process re-
engineering in Rupiah currency distribution,
These efforts are aimed at enhancing the
effectiveness of the Rupiah currency distribution
process, resulting in more efficdent resource
utilization. Synergy and collaboration with
strategic partners are also continuously
strengthened to expand service coverage, ensure
timeliness, and maintain the security of Rupiah
currency distribution across all regions of the
Republic of Indonesia. Optimization of Rupiah
currency distribution is also carried out through
the developmerit of Partner Cash Centers [Senira
Kas Mitra) and Service Pariners (Mitra Layanan).
The infrastruciure of modem Rupiah currency
management continues to be strengthenad
through the development of Digital Smart

Cash Management as part of the integrated
digitalization of the currency management
ecosystem. This innovation is intended fo enable
planning, monitoring, supervision, and decision-
making processes that are fasier, more accurate,
and based on robust data.
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Bank Indonesia continued to expand its services
to the public in an effort to meet the demand for
high-guality Rupiah currency across Indonesia.

As part of its efforts to broaden services that

meet the public's need for Rupiah currency, Bank
Indonesia consistently conducted mobile cash
services (kas keliling) in various regions, incuding
in the frontmost, the outermost, and the remote
(3T) areas. The implementation of mobile cash
services in 2T regions has been carmied out through
the Ekspedisi Rupiah Berdaufat (ERB) program,
which this year has reached 90 islands in 18
provinces, These efforts reflected Bank Indonesia’s
commitment to sirengthening s mission to ensure
the availability of high-quality, evenly distributad,
and accessible Rupiah currency for all segments

of society across the country, as part of efforis to
uphold national sovereignty. In addition to ERB,
Bank Indonesia also organized the 2025 Semarak
Rupiah Ramadan dan Berkah {dulfitri (SERAMBI)
program. This program representad Bank
Indonesia’s concrete commitment to ensuring the
availability of Rupiah currency in fit-for-circulation
condition, in adequate quantities and appropriate
denominations, and distributed evenly throughout
Indonesia. The realized SERAMB| 2025 outflow
amounted to Rp161.3 trillion. SERAMEI 2025 was
implementad through various exchange service
channels: Nationally, a total of b,857 service points
were provided, consisting of 4,141 banking service
points and 2,756 direct service points operated by
Bank Indonesia.

The Festival Rupiah Berdautat Indonesia (FERE]) 2025, under the
theme “Coirs Smadl in Valus, Big in Benefiiy,™ took plareon 15-17
Aangurst HIFS

P o

SINERGI ERAT MENJAGA ‘
RUPIAH BERDAULAT g

+-rF RAIMETLIN FEIN T oAE B

Bank Indonesia also promoted the
implementation of sustainable Rupiah currency
management Bank Indonesia’s commitment

to sustainability principles (green commitment)
was manifested through the Sustainable Rupiah
Currency Management program, which covered
the entire currency management cycle, from
printing and circulation to the destruction of
Rupiah currency. In the printing aspect, Bank
Indonesia strengthened the application of
sustaimability princples through enhancements
to the Rupiah currengy life oycle. This effort
was realized through the use of durable paper
in the design and printing process, aimed at
improving physical durability and extending the
circulation life of the currency. In the circulation
aspect, the green commitment was reflected

in the implementation of environmentally
friendly vehides, including Euro 4- and Euro
S—compliant vehicles as well as hybnd vehicles,
to support efficient and low-amission currency
distribution. Meanwhile, in the destruction
aspect, Bank Indonesia applied the circular
economy concept through two main initiatives,
waste to energy and waste o product, as a
form of environmental responsibility in each
stage of currency management. The utifization
of Rupiah curtency waste for energy was
camied out by processing waste brigueties from
shredded banknotes as co-firing material in
several power plants. This initiative generated
approximately 1.15 million KWh of eleciricity
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per year, equivalent to the electricity neads

of around 723 thousand households, using
approximately 5,517 tons of Rupiah currency
waste annually. In addition, the utilization of
Rupiah currency waste was developed through
the waste-to-product program, including
processing waste into soil compostars and
value-added craft products, thereby providing
economic benefits while supporting sustainable
environmental management. With a spirit

of transformation and digitalization, Bank
Indonesia continues to advance the development
of modern, collaborative, and sustainable Rupiah
cuTTency management

Money Market and Foreign
Exchange Market Deepening

Bank Indonesia continued to accelerate the
deepening of modern, advanced, and integrated
money and forsign exchange markets in synergy
with a pro-market Meonstary Operations strategy
to strengthen the effectiveness of monetary
policy transmission, finandal system stability,
and national economic finandng. Building on
the achievements and positive momentum
established through the implementation of the
2025 Money Market Development Blueprint
(BPPU 2025}, Bank Indonesia has set the 2030
Money Market and Foreign Exchange Market
Deepening Blueprint (BPPU 2030) as the strategic
direction and foundation for money market

and foreign exchange market development

in Indonesia. The issuance of BPPU 2030 alsp
represented the implementation of the Financial
Sector Development and Strengthening Act
(P25K Act), which mandates Bank Indonesia to
regulate, develop, and supervise money market
and foreign exchange market. The P25K Act
further expanded this mandate by designating
Bank Indonesia as the authority responsible

tor regulating, developing, and supervising
money market and foreign exchange market
derivatives, which were previously under the
jurisdiction of the Commodity Futures Trading
Regulatory Agency (Bappebti). BPPU 2030 was
designed with sirategic objectives focused en
tour key areas: products; pricing; participants;
and financial market infrastruciure, referred to
as 3P+l. The transformation under BPPU 2030

2
a

strengthened the BPPU 2025, particularly in terms
of integration with the pro-market monetary
operation sirategy, the strategic targets for 3P+,
the development of money market and foreign
exchange market infrastructure based on the 3
principles (interconnection, interoperability, and
integration) supported by data digitalization,

as well as the reinforcement of regulation and
supervision of the money market and foreign
exchange market. The sirategic objectives of
BPFPU 2020 will be achieved through three main
strategies: (1) developing diverse and liguid
products with credible and transparent pricdng;
(2) fostering active and competent market
participants and building financial market
infrastructure that meets the 3 principles; 3)
strengthening synergy and coordination to
support the effectiveness of monetary policy.
Bank Indanesia viewed modern and advanced
money and forsign exchange markets to

be a gritical foundation for enhancing the
effectiveness of monetary operations and policy
transmission, maintaining financial system
stability, supporting fiscal finandng by the
Government, and expanding access to financing
for businesses and the economy,

Since the implementation of BPPU 2030,
transactions in Indonesia’s money market

and foreign exchange market have continued
to record positive developments. In terms of
product develapment in the money market,
data show that the average daily value of repo
transactions in 2025 reached Rp18.4 trillion,

an incaease of 22.5% from Rp15 trillion in
2024 and up 69.2% from Rp10.9 trillion m
2023 {Graph 3.21.). Meanwhile, Overnight
Index Swap (OI5) transactions also increased,
with the average daily value reaching Rp52.8
billion in 2025, up 7.76% from Rpd9 billion

in 2024, These pasitive developments were
driven by several inifiatives in 2025, namely
(1) the implementation of the Primary Dealers
(PD) obligation in money market and foreign
exchange market to increase repo transaction
counterparties and expand the signing of the
Global Master Repurchase Agreement (GMRA),
(2) the expansion of repo underlying monetary
operations, initiating broader use of repo among
market participants; (3) the issuance of BI FRN
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Graph 3.21. Daily Average Repo Transactions
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(Hoating Rate Note) as a marketable security
instrument with a floating coupon. Specifically,
thie first initiative, mandating Primary Dealers

in money market and foreign exchange market
to enhance repo transaction courtterparties and
expanding GMRA adoption, has contributed to
strengthening interconnections among repo
market participants. Consequently, this initiative
is expected to boost fransaction volume and
efficiency, broaden the market participant base,
and bolster investor confidence both domestically
and intermationally. The second initiative,
expanding repo underiying Bank Indonesia’s
monetary operations with other high-guality
securities (such as corporate bonds and corporate
sukuk issued by financial services institutions
{FSls) established or designated by the
Government to support government programs
for public welfare and prosperity, that is, specal
missien vehicles) has initiated broader use of
repo underlying among market participants.

The third inthative, the issuance of BI-FRM as a
marketable security instrument with a foating
coupan will increase participants’ exposure o
interest rate risk. Thisis expected to stimulate
growth in 0I5 transactions as an interest rate
hedging instrument Higher OI5 transaction
volume will support price formation in the monay
market and complement the money market term
structure. In line with these initiatives, efforis

to enhance liguidity in the OIS market also
included developing the role of brokerage firms

o facilitate Q15 matchmaking in November 2025.
In particular, the positive development of repo
transactions reflected the strengthening role

of repo as an instrument that enables market
participants to manage banking liquidity using
marketable securities (particularly SBN and SRBI).
This progress has also had a positive impact

on the Government Securrties (SBN) market.

S5BN ligquidity has increased and yields dedined,
thereby contribuiing pesitively to reducing the
Government's fiscal financang burden.

Money market and foreign exchange market
deepening has zlso bean reinforced through
Bank Indonesia’s pro-market monetary
operations strategy. This strategy included

the provision of monay market instruments
(namely SRBI, SUKBI, 5VBI, 5UVBI, and BI-FRN)
to stimulate secondary market transactions in
these instruments, thereby strengthening the
market’s rale as a sounce of price discovery,
Developments in secondary market transactions
of money market instruments in 2025 have
shown positive results, driven by the upward
trend in SRBI transactions. In the first half

of 2024, the average daily volume of SREI
transactions in the secondary market was
approxirnately Rpb.3 trillion. Following the
implementation of money market and foreign
exchange market Primary Dealers in May 2024,
the average daily volume of SRBI transactions
in the secondary market continued to increase,
reaching Rp10.8 trillion in the first half of

2025 (Graph 322). In line with this progress,
interconnections among market participants also
improved, as reflected in the average daily SRE|
transactions between Primary Dealers, which
rose from Rp2.83 trillion in the second half of
2024 to Rpd.02 trillion in the first half of 2025,
and between Primary Dealers and Mon-Primary
Dealers, which increased from Rp7.08 trillion
to RpB.17 trillion over the same period (Graph
3.23). This achievernernt also dermnonstrated the
growing capadty and capability of banks and
other market participants in managing liguidity
and investment portfolios, which previously
relied heavily on Bank Indonesia’s monetary
operations. The increase continued in the second
half of 2025, as reflected in the average daily

o
B
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Graph 3.22. SRBI Transactions in the Secondary
Market by Tenor
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S5RBI transactions between Primary Dealers,
which reached Rp6.79 trillion. Meanwhile, the
average daily SREBI transactions between Primary
Dealers and Non-Primary Dealers amounted

to Rp6.08 trillion, lower than in the first half

af 2025, in line with the Rupiah liguidity
expansion policy. These positive developments
were supported by Bank Indonesia’s policy

to restructure market participants through

the selection of Primary Dealers to enhance
transactions and interconnections within money
and Toreign exchange markets. This achievement
further demonsirated the growing tapacity and
capability of banks and other market participants

Graph 3.23. 5RBI Transactions between Primary
Dealers and Non-Primary Dealers
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in managing liquidity and investment porifolios,
which previously relied heavily on Bank
Indonesia’s monetary operations.

In line with these developments, foreign
exchange (FX) market transactions have

also recorded a positive performance. The
average daily FX transaction value in 2025

stood at USD106.13 billion, an increase of 10%
from USDS.23 billien in 2024 and 30% from
USDZF.79 billion in 2023 (Graph 3.24.). Although
transactions remain dominated by spot trades,
the share of FX derivative transactions continued
to rise, reaching 43% compared to 42% in

2024 and 4% in 2023. Consistent with the
development of FX derivative transactions,

the average daily volume of Domestic Non-
Defiverable Forward {(DNDF) transactions
continued to inaease, reaching USD364 million
per day in 2025, up from USD298 million per

day in 2024 and USD268 million in 2023, The
Increase in DNDF volume has enhanced the
competitiveness of DNDF pricing compared to
offshore NDFE, thereby improving transaction
efficiancy. These positive developments were
supported by several sirategic measures in 2025,
including: (1) the implementation of DNDF
facilities for money market and foreign exchange
market Primary Dealers, marking the expansion
of Primary Dealer coverage in the FX market; (2)
the implementation of coordination and synergy
forums with market assodations to support

Graph 3.24. Dally Average Foreign Exchange
Transactions
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B market development; and (3} the efforis to
broaden the adoption of standardized contracis
for margin requirements.

Foreign exchange (FX) product development
initiatives have primarily been directed at
enhancing liguidity in the FX market. First,

the implementation of FX Primary Dealers in
early second semester of 2025 coniributed

to the growth of DNDF transactions, both in
terms of valume and interconnections among
participants. Second, coordination with the
market assoaation, APUVINDO, covering DNDF
development evaluation and dissemination

of hedging implementation, supported the
expansion of FX market participants. Bank
Indonesia has fulfilled its G20 commitment on
Owver-the-Counter (OTC) Denvatives Market
Reform through the implementation of
standardized DNDF transactions cleared via
the Central Counterparty (CCF). Third, the
enforcement of provisions on Non-Centrally
Cleared Derivatives (NCCD), or Margin
Requirements for Dervative Transactions not
cleared through CCP, effective 1 September
2025, also reinforced Bank Indonesia’s efforts
to further develop DNDF cleared through CCP.
Arccordingly, in 2025 Bank Indonesia introduced
the expansion of standardized margin contracts,
beginning with the signing of commitments by
market participants. These strategic measures
are expected to strangthen DNDF as a hedging
instrument for banks, market participants, and
the corporate sector.

Positive developments in the money and
foreign exchange markets have also been
supported by the receipt of netting opinion
from the International Swaps and Darvatives
Association (ISDA) in April 2025 and collateral
opinion in August 2025, thereby facilitating the
implementation of close-out netting. Following
the attainment of netting opinion status,

Bank Indonesia will focus on expanding the
adoption of standardized maoney market and
foreign exchange market contracts, including
GMRA, 1504, FIDI, and Margin Reguirement
Contracts. These efforts are consistent with
Bank Indonesia’s strategic plan to continue
developing money market and foreign exchange

market products by deepening repo and DNDF
transactions and sexpanding to other instruments,
such as Interest Rate Swaps (IRS) and coss-
currency swaps. Regulatory reform in the money
market and foreign exchange market continued
to be strengthened through the issuance of
implementing provisions goverming money
market transactions and transaction faalities. The
continuation of these regulatory reforms rermained
directed toward the objective of deepening

the money and foreign exchange markeis to
enhance the effectiveness of monetary policy
fransmission, safeguard financial system stability,
and support sustainable growth in national
economic financing.

From a pricing perspective, initiatives have

been directed toward establishing an efficient
money market term structure for tenors ranging
from two weeks to twelve months. In the
money market, Bank Indonesia has set INDONIA
as the reference rate for overnight tenor and
Compounded INDONIA for tenors of 30, 90,

180, and 260 days, which are backward-looking.
Furthermore, as part of benchmark reform, Bank
Indonesia issued BI-FAN (Floating Rate Note) to
encaurage the development of Overnight Index
Swap (015) transactions. Prices formed through
OI5 transactions will support the establishment
of a forward-looking interest rate siructure

in the money market, particularly for tenors
ranging from two weeks to twelve months.
These developments are expected to fadilitate
the formation of a credible money market curve,
thereby strengthening the price discovery function
in the money market.

In the foreign exchange market, JISDOR and Non-
USD/IDR reference rates have been developed
as daily exchange rate benchmarks in line with
prevailing international best practices. The Non-
USEVIDR reference rates were expanded to 17
currency pairs in 2025, from 14 currency pairs

in 2024, with the addition of AED/DR, PHPADR,
and INRADR. In line with initiatives in the money
market, the development of FX Swap and FX
Forward transactions for longer tenors will be
directed toward establishing an BX Forward
Curve a5 3 benchmark for derivative transactions
in the foreign exchange market. The formation

L
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of a credible money market curve and FX
Forward Curve that accurately reflects actual
market conditions indicates a deep and efficgent
money and foreign exchange market, thereby
strengthening the overall effectiveness of
monetary policy transmission.

Bank Indonesia consistently developed

money market and foreign exchange market
participanis to become more active, compstent,
and professional, while strengthening the role
of associations in accelerating money market
and forsign exchange market despening.

As part of restructuring money market and
foreign exchange market parficipants to create
active players, Bank Indonesiz implemented
money market and foreign exchange market
Primary Dealers in 2024, As of December 2025,
Bank Indonesia has designated 20 banks as
money market and foreign exchange market
Primary Dealers, which have made a significant
contribution to accelerating money market
and foreign exchange market development. !
This is reflected in the share of average daily
transactions by money market and foreign
exchange market Primary Dealers, which reached
b4% in the money market (Graph 3.25) and
71% in the foreign exchange market (Graph
3.26.). This achievermnent was supparted by

the implementation of money market and

11 Az of Jarmary 2026 5 trtal of 71 bank: have been dengnated =3
Frimary Dealers for the Rupiah Foreign Barhange Money Markst

Graph 3.25. Primary Deaiers Transactions in the
Money Market
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Graph 3.26. Primary Dealers Transactions in the
Foreign Exchange Market
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foreign exchange market Primary Dealers
policies, including: (1) the strengthening money
market and foreign exchange market Primary
Diealers obligations, encompassing their role

as market makers; active participation in
monetary operations; and active engagement
in money market and foreign exchange

market transactions; (2} the enhancement of
money market and foreign exchange market
Primary Dealers capacity through increased
repo counterparty lines and provision of DNDF
facilities specifically for money market and
foreign exchange market Pnimary Dealers; (3)
regular performance evaluations to ensure
compliance with money market and foreign
exchange market Primary Dealer criteria.

In greater detail, under the first initiative,
money market and foreign exchange market
Primary Dealers play a key role in supporting
strategic money market and foreign exchange
market deepening initiatives in line with BPPU
2030 implementation, including executing

repo transactions alongside expanding repo
underlying assets with high-quality securities
and contributing to OIS price formation through
quotation provision. Under the second initiative,
capacity strengthening was accelerated through
the implementation of repo counterparty line
obligations in April 2025 and the provision of
DNDF facilities for money market and foreign
exchange market Primary Dealers starting in the
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second semester of 2025 to boost liquidity and
effidency in the domestic repo and FX derivative
markets. Furthermore, Bank Indonesia conducted
regular evaluations of money market and foreign
exchange market Primary Dealer performance,
based on established aiteria to ensure the
effectiveness of achieving the ohjectives of
money market and foreign exchange market
Primary Dealer implementation.

In terms of quality, money market and

foreign exchange market participants have
demonstrated significant improvement in
competency, as reflected by the treasury
certification ownership rate, which reached

§5% of total treasury d=alers in 2025. This
achievement indicated enhanced professionalism
and capadty among money market and foreign
exchange market participants. Such progress

was inseparable from the joint efforts of Bank
Indonesia and stakeholders to continuously
refine the Indonesian National Work Competency
Standards {SKKNI} for Treasury to ensure
relevance with market dynamics and the

latest financial industry requirements. The
refinement aimed to strengthen the credibility of
treasury professional certification as a national
competency benchmark while ensuring that
market particdpants possess technical expertise,
integrity, and professionalism in accordance with
global standards. In the process of enhandng
money market and foreign exchange market
participant guality, the Indonesian Maoney Market
and Foreign Exchange Market Association
{APUVINDO) continued to play an active role

as Bank Indonesia’s strategic pariner, including

in the administration of treasury certification
and the implementation of the Market

Code of Conduct.

The acceleration of money market and foreign
exchange market development has been

carried out by engaging APUVINDO as Bank
Indonesia’s strategic pariner across all aspects

of 3P+l to deepen the money and foreign
exchange markets, Several concrete collaborative
measures by APUVINDO in market development
included: (1) drafting accounting guidelines for
money market and foreign exchange market
transactions cleared through the CCP, prepared

by APUVINDO in collaboration with KPEL the
Indonesian Institute of Accountants (LAL), and
CCP members; (2) conducting sharing sessions for
all bank=s on the implementation and benefits
of various money market and foreign exchange
market development initiatives, such as money
market and foreign exchange market products
and CCP; and (3} evaluating money market

and foreign exchange market development
initiatives. Through close coordination with Bank
Indonesia, APUVINDO's work programs were
consistently aligned with the policy direction of
BPPU 2030 and the mandaizs of Bank Indonesia
Hegulation No. & of 20224 concerming the money
market and foreign exchange market, with the
aim of sirengthening governance, effidency, and
competitiveness of the national financal markets.

In terms of money market and foreign
exchange market infrastructure, strengthening
and development have been carried out
comprehensively across three layers: front-

end, middle-end, and back-and. The first,
infrastruciure enhancement, namely the front-
end, was aimed at supporting the integration
strategy of money market and foreign exchange
market with pro-market monetary operations
to accelerats liquidity in money market and
foreign exchange market transactions, to
maintain financal system stability, and to
promuote efficient price formation. Front-end
enhancement on the Bank Indonesia Electronic
Trading Platform (BLETF) has been implemented
through feature upgrades to accommodate: (1)
the tssuance of BI-FRN (Hoating Rate Notes); (2)
the expansion of Bank Indonesia repo underlying
to include other high-guality securities issued

by financial institutions in the form of public
entifies with spedial assignments; and (3)
adjusiment of the partidpant platform through
collateral search feature enhancements. The
capability of transaction facdilities continued 1o
be strengthened to support the implementation
of the pro-market monetary operations strategy,
aimed at encouraging market participanis to
manage liquidity primarily through transactions
between participants rather than transactions
with Bank Indonesia. The enhancement of front-
end infrastructure for partiapant-to-participant

L)
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transaction facilities induded: (1) the issuance of
regulations governing transaction facilities; (2)
the development of interconnection between
market participants’ transaction systems and the
Central Counterparty (CCP); (3) the strengthening
of the role of brokerage firms as operators for
interbank OI5 matchmaking.

Second, infrastructure strengthening at the
middle end focused on enhancing the CCP for
the money market and foreign exchange market
Since its launch on 30 September 2024, the
volume of DNDFransactions cleared through
CCP money market and forsign exchange markst
has continued to increase, reaching U5D1.3
billion, with the average daily volume rising to
UsD2 2 million in October 2025 compared to
LS04 million in the inital mplementation month
(September 2024), although in November and
December 2025 it declined to USD 2.9 million
and USE 2 95 million, respectively, in line

with year-end cyclical factors (Graph 3.27.).
Utilization of CCP money market and foreign
exchange market by market partidpants further
improved money market and foreign exchange
market transaction efficiency through novation,
multilateral netting, and strengthened nsk
management, particularly counterparty risk. CCP
money market and foreign exchange market
enhancements throughout 2025 incduded: (1) the
upgrading of CCP money market and foreign
exchange market features to clear various tenor

Graph 3.27. Daily Average DMDF Transactions
through Central Counterparty
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variations, (2} the strengthening of the CLP
money market and foreign exchange markst
rulebook to accommodate feature and capability
improvemenis, (3) the issuance of accounting
quidelines for money market and foreign
exchange market transactions cleared through
CCP by APUVINDO. Further CCP strengthening
measures include: (1) organizing CCP workshops
and national seminars, as well as conducting

CCP awareness programs in collaboration with
APUVINDO; (2) expanding CCP money market
and foreign exchange market participants; (3)
initiatives to obtain recognized CCP status from
regulators in the European Union (European
Comrmission and European Sacurities and Markets
Authority) and the United Kingdom {(His Majesty's
Treasury and Bank of England),

The enhancement of CCP monsy market and
foreign exchange market capabilities has

also been implemented through the addition

of Tri-Party Agent Repo (TPA Repo) services,
which commenced operations on 29 September
2025, The expansion of CCP's role as TPA Repo
provider enabled banks to delegate wllateral
management, transaction administration

and settiement, as well as repo transaction
reporting from their back office to TPA Repo.
Through TPA Repo, market participants can
reduce operational risk while promoting mere
efficient, transparent, and standardizaed repo
transactions, thereby supporting the acceleration
of repo market development. Furthermore, the
expansion of CCP services as a Tri-Party Repo
Agent reflected the implementation of FHnancial
Market Infrastructure (FMI) aligned with the 31
principles, supported by end-to-end operational
integration with settlement systems for both
securifies and funds, namely BI-5555 and BI-RTGS
(Figure 3.2.). At the initial stage, sight banks
participated as piloting members of TPA Repo,
namely Bank Mandiri, BNI, BRI, Bank Permata,
Bank Danamon, Bank CIMB Niaga, Maybank, and
BPD Jawa Timur. Since the implementation of
TPA Repo an 29 September 2025 to 31 December
2025, the volume of interbank repo transactions
via TPA Repo reached Rp339 billion, with

tenors distributed across overnight (O/N), one
week, and two weoeks.,
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Figure 3.2. Tri-Party Agent (TPA) Repo Business Process
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Third, back-end infrastructure strengthening
focused on the Bank Indonesia Scripless
Securities Settlement System (BI-5555). The
capability of back-end infrastructure to settle
various types and variations of money market
and foreign exchange market transactions
played a cruaal role in suppaorting the success
of product development initiatives aimed at
increasing meney market and foreign exchange
market diversity and liquidity. Enhancements to
El-5555 have been implemented through system
development to support: (1) the issuance of Bi-
FRN, induding settlement of Bank Indonesia repo
auctions with Bl FRN as underlying, settlement
of Bl-FRN transactions in the secendary market
among participants, and BI-FRN coupon
payments; (2) the expansion of Bank Indonesia
Sukuk mvestors from banks to include nonbank
investors; (3) the extension of Bank Indonesia
repo underlying to other high-quality securities
issued by financial institutions in the form

of public entities with spedal assignments.

In addition to upgrading the cnrrent system,
Bank Indonesia has initiated the development
of BI-5555 Generation lll by preparing business

requirements with active involvement and
input from market participants represented by
industry associations

Bank Indonesia continued to strengthen
synergy with other financial sector authorities,
the Ministry of Finance, the Financial Services
Suthority (0JK), and the Deposit Insurance
Corporation (LPS), both for financial market
development through education and literacy
as well as for mobilizing sources of economic
financing. This synergy was reinforced through
the Financial Sector Development Coordination
Forum (FK-P5K), comprising the four financial
sector autharities Bank Indonesia (BI), OJK,

the Ministry of Finance (MoF}, and LPS on an
ongoing basis in accordance with the mandate
of the Financial Sector Development and
Strengthenimg Act (P25K Act), Symergy within
FE-FSK is also directed toward expanding

the retail investor base through the Leading
Indonesian Financial Literacy Campaign (LIKE
IT). Throughiout 2025, seven LIKE IT events were
held in various cities across Indonesia, targeting
the younger generation. Through LIKE IT, young

E)
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people were encouraged to increase their
participation in financial market investment

as part of finandal planning education, while
simultaneously fostering mvestment that will
play an important role in increasing savings and
finandng for the national economy. Investment
in financial markets has become increasingly
accessible, supported by accelerated payment
system digrtalization and continuous innovation
in retail investment products offered by banks
and securrties companies. In addition, synergy
and strengthening efforts have been pursued
to harmonize tax regulations for the money
market and banking regulations to support the
development of finandal instruments as sources
of financng for national economic development,
as well as to enhance inter-market infrastructure
for greater efficiency, reliability, and security of
finandal market infrastruciure. Furthermore,
Bank Indonesia actively participated in
developing a sustainable financial sector
(environmental, sodal, and governance, ESG).
Synergy and harmonization efforts have also
been undertaken to support money market

and foreign exchange market development as
part of providing financing sources for national
economic development.

Economic Inclusion, Financial
Inclusion, Sustainable Finance,
and Sharia Economic and Finance

Bank Indonesia continued to strengthen
synergy and collaboration to accelerate
Economic Inclusion, Finandal Inclusion, and
Sustzinable Finance {(IEKB) as part of efforts

to support resilient and sustainable nationa!
economic growth. The implementation of |EKB
was carmied cut through: (i} the development
of an integrated and competitive inclusive

and sustainable economic ecosystem; {ii) the
optimization of incusive and sustainable
financng; and (iii) the expansion of inclusive
and sustainable economic—financial literacy
and synergy. More spedfically, ecosystem
development focused on empowering inclusive
enterprises to enhance the competitiveness of
MSMEs and subsistence groups, end-to-end from
upstream to downstream. This was pursued
through various strategic initiatives, such as
ECC-RISE (Empowering Community & MSMEs
toward Resilient, Inclusive, and Sustainable
Ecanomy) and comprehensive capacity-building
and mentoring programs. These inftiatives were
further strengthened by expanding market
acress through Karya Kreatif Indonesia (KKI)

N

i
;

The Governor of Bank Indonesia defnered a weboomiimg
address ¥t the Dpening Ceremony of Karye Ereai indonesa
{HCKT) 2025 on August 7, 2025
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as a flagship program for domestic MSME
market development, the DIGDAYA UMEM
program (Digitalization for Enhandng MSME
Competitiveness) to broaden digital market
access, as well as curated trade promotion

efforts both domestically and internationally.

On another front, infrastructure development
and digitalization were directed at creating

an efficient and adaptive business ecosystem
through the development of replicable business
models, enhancements to the Indonesia SME
Baport Hub, and the strengthening of data
systems, monitoring, and program evaluation.,
On the financing aspect, Bank Indonesia
promoted inclusive and sustainable finandng,
including through the development of inclusive
and sustainable financing infrastructure. This
was achieved, among others, through the use

of SIAPIK (Financial Information Recording
Application System), Bi-5AID (Database of
Potentially Bankable MSME Profiles), and a green
calculator designed to support business transition
toward a green economy. Financing faclitation
continued to be expanded through program
innovations that promote financial access,
equitable development, and long-term growth.
Meanwhile, in the area of literacy and economic—
financial synergy, Bank Indonesia enhanced
public understanding of the potential and risks
of inclusive and sustainable finance through the
implementation of KLIK (Core Competencies for
Financial Literacy and Incusion), standardized
educational modules, and continuous education
and mentoring initiatives across regions, Synergy
strengthening was also pursued through BERSATU
UMEKM (Collaborate, Unite, and Advance MSMEs),
an initiative aimed at increasing financial
inclusion through collaboration with relevant
ministries and government agencies.

To accelerstes inclusive and sustainable economic
and financial development, Bank Indonesia
continued to strengthen collaboration and
synergy with various minisiries, government
agencies, and strategic partners at the national
level. Through the active role of its regional and
overseas offices, Bank Indonesia consistantly
mplemented a range of initiatives, incduding
financing and export business matching
activities, MSME onboarding, as well as capadty-

building programs aimed at enhancing the
competitiveness of MSME actors. One concrete
form of this collaboration was reflected in the
implementation of Karya Kreatif Indonesia (KKI)
2025, which carries the theme "Synergy and
Innovation: Strengthening the Role of MSMEs
as the Engine of Sustainable Economic Growth"™,
featuring East Musa Tenggara (NTT) as the

focus region and the hashizg #KalalaMareda,
meaning "creativity in unity” derived from the
Sumbanese language. In collaboration with more
than 24 ministries/government agencies and 31
associations, industries, and academic institutions,
KKI 2025 achieved remarkable results. The
avent involved more than 1,400 MSMEs and
attracted over 150,000 visitors both online and
onsite. It recorded significant increases in MSME
revenue, export business matching outcomes
that grew by 64% to reach Rp63eé billion, and
financing and green MSME business matching
that rose by 70% (yoy) to reach Rp320 billion
{(Figure 3.3.). Beyond these accomplishments, KKI
2025 also stands as concrete evidence of Bank
Indonesia’s commitment te advandng sustainable
econamic and financial practices, Through the
EEI BLIAK initiative (KK| as Bank Indonesia’s
Commitment to Environmental Sustainability),
all carbon emissions generated during the
svent were offset through the purchase of 150
tons of CO carbon gedits and the planting

of more than 20,000 tress, representing
tangible steps toward environmentally friendly
event management. These achisvements
demonsirated the effectiveness of cross secior
synergy in building a resilient, competitive, and
erwironmentally conscious MSME ecosystem.
They also encouraged business actors fo
continue innovating, strengthening digital
capabilities, and expanding into global markets
in support of inclusive and sustainable national
economic growth.

Bank Indonesia continued to promote the
development of national sharia economy and
finance that is independent and indusive.

This development was pursued through three
strategic pillars, namely: (i} the development of
an integrated and competitive Halal Value Chain
(HVC) ecosystam, (ii) the optimization of sharia
financing, and (iii) the sirengthening of sharia

)
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Figure 3.3. Karya Kreafif Indonesiz (KKi) 2025 Achievements
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economy literagy and inclusion. These three
main strategies were further elaborated into six
strateqgic inrtiatives (six pillars) to accelerate the
national sharia economy, namely: (1) GERBANG
SANTRI (Pesantren Development and Halal
Value Chain Movement); (i} JAWARA Ekspor
(Sharia Entreprensur Network Driving Exports);
(i} GEMA HALAL (Collective Movement for
Halal Acceleration); {iv) SAPA SYARIAH (Sharia
Trade and Financing Synergy); (v) KANAL
ZISWAF (Mational Collaboration for ZISWAF
Development); and (vi) LENTERA EMAS (Sharia
Economic and Hnaneial Literacy and Indusion
toward Golden Indonesia). Subsequently, these
six initiatives were focused on supporting the
three main sirategies above. hirst, strengthening
the Halal Value Chain ecosystem through

the strategic inftiatives GERBANG SANTRI,
JAWARA Ekspor, and GEMA HALAL Second,
strengthening sharia financing through the
strategic initiatives SAPA SYARIAH and KANAL
ZISWAFE Third, strengthening sharia economy
literacy and inclusion through the strateqgic
initiative LENTERA EMAS.
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All of the above initiatives were directed

to contribute to the targets of the Sharia
Economy Priority Program (PP) in the National
Madium-Term Development Plan (RPIMN)
202520249, the Mational Long-Term Development
Plan (RPIPN) 2025-2045, Asta Cita toward
Golden Indonesia, as well as to strengthen
synergy and collaboration across programs

of all stakeholders. Throughout 2025, the
strengthening of the Halal Value Chain ecosystem
was carried out through: "Pesantren” (Islamic
boarding schools) business empowerment
programs, which have been implemented

in more than 1,000 pesarmiren business units
across 34 provinces with diverse business
sectors; programs to promote the growth of
Indonesia’s halal product exports, through the
selection and curation of potential exporters
and products, mentoring, and promotion; and
programs to increase domestic production

of halal raw materials, accelerate upstream
halal certification, strengthen halal centars,
and enhance halal information systems for
consumer protection and product traceability.
The strengthening of sharia finance was
undertaken through the reinforcement of
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policies, regulations, and innovations, including
KLM and the Sharia Restricted Investment
Arcount (SRIA); the development of shana
money market and foreign exchange market,
covering product, pricing, participants, and
infrastructure (3P+l}; facilitation programs for
financing and trade access, including Sharia
Financing Month; the development of the

Sharia Economic Development Fund (SEDE)
business model; and the establishment of the
Integrated Center (PFINTER) for ZISWAF data,
which serves as a unified system to manage
ZISWAF data in Indonesia. For the strengthening
of sharia economy Iiteracy and inclusion, Bank
Indonesia conducted sharia economy literacy and
inclusion surveys, standardized Iteracy content,
and enhanced the guality of sharia economy
human resources. In addition, collaboration and
digitalization were reinforcad, incduding through
a series of activities, such as the Sharia Economy
Festival (FESyar) in three regions, the National
Sharia Economy Forum, and the 12™ Indonesia
Sharia Economic Festival (ISEF) in Jakarta in 2025.

The close synergy among all stakeholders

in the development of the sharia economy
successtully supported the flagship programs
FESyar and ISEF 2025. The increasingly solid

collaboration between Bank Indonesia and the
National Committee for Sharia Economy and
Finance (KNEKS), relevant ministries/government
agencies, and other strategic partners, induding
intemational institutions such as the Islamic
Development Bank (IsDB), International lslamic
Financial Markst (IFM), International Islamic
Liguidity Management (lILM), and the Islamic
Financial Services Board (IF5B), once again
ensured the succesful implementation of a series
of sharia economy activities in Indonesia: In
2025, the National Sharia Economy and Finance
Forum (Sarasehan Nasional Ekonomi Keuangan
Syariah) was organized in collaboration with
the Indoneosian Ulema Council, aimed at
strengthening synergy in the development of
the sharia economy in indenesia. This activity
involved various parties to achieve the targets
of the RPJMN 20252029, which indude
increasing the contribution of Sharia GOP

and strengthening Indonesia’s position in the
State of Global Islamic Economy (SGIE} Report.
Furthermore, ISEF 2025 hosted 100 series of
activities in collaboration with 34 ministries/
government agencies, 30 international pariners,
and more than 700 M5MEs and industries. The
value of business matching in finandng and
frade during the five-day ISEF reached Rpd.7

Figure 3.4. Achievements of the 12th Indonesia Sharla Economic Festival (IS5EF) 2025
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trillion, consisting of Rp2.5 frillion in financing
commitments and realizations, and Rp231
killion in trade commitments and realizations.
Combined with the achisvements during FESyar
as the road to I5EF the total value of business
matching reached Rp3.1 tnllion. This figure is.an
increase of more than 50% compared with last
year's value of Rp2 trillion (Figure 3.4). IS5EF has
become one of the activibies that demonstrates
Indonesia’s leadership in the sharia economy and
finance sector, as reflectad in, among others,
Indonesia maintaining its position in the global
top 3 in the State of Global Istamic Economy
(SGIE} Report 2024/2025.

a International Policy

Bank Indonesia continued to strengthen
international policies to support resilience

and macroeconomic stability, Cooperation
with international partners through the

global finandal safety net (GFSN) was further
reinforced to mitigate spillover effects of global
uncertainty, In 2025, Bank Indonesia and the
People’s Bank of China (PBaC) agread to renaw
the Bilateral Currency Swap Arrangement
(BCSA) for a five-year period. This cooperation
enables the exchange of local currencies
between the two ceniral banks up to CNY400

2
.

billion {equivalent to USD5ES billion) with an
equivalent amount in Rupiah. In addition, Bank
Indonesia sirengthened BOSA cooperation with
the Reserve Bank of Australia valued at AUD10
billion {equivalent to USDE.2 billion) for a five-
year period. These agreements underscored the
important role of international cooperation as
part of Bank Indonesia’s policy mix in supporting
Asta Cita, particularly in maintaining external
sector resilience. At the ASEAN+3 regional

level, Bank Indonesia actively reinforced the
GFN and participatad in discussions on the

New Hnancing Structure of the Chiang Mai
Initiative Multilateralization (OWIM). These
collaborations have further strengthened
Indonesia’s external resilience buffer, which was
previously developed through cooperation with
the Federal Reserve and Bank for International
Settlements (BIS). Bank Indonesia highlights
three important aspects at various international
forums as follows: (i) the active involvement of
international organizations, particularly the IME
is required to emphasize the importance of open
international trade policies to promote economic
growth; (ii) an mtegrated policy mix and
macroprudential policy innovations are necassary
to maintain exchange rate and inflation stability
while promgoting grean and inclusive financing,
and {iii) commitment to an open, inclusive, and
rule-based multilateral trading system
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Bank Indonesia is striving to increase
transactions in local currencies and
to establish cross-border payment

connectivity

Bank Indonesia continued its efforts to

increase transactions in local currency through
strengthening cooperation and encouraging
implementation.” Since the initiative was
launched in 2018, Bank Indonesia has established
Lacal Currency Transaction (LCT) cooperation
with eight ceniral banks, namely Bank Negara
Malaysia (BNM); Bank of Thailand (BoT); Japan
Ministry of Finance (JMOF), PBeC, Monetary
Aythority of Singapere (MAS); Bank of Korea
{BokK); Central Bank of the United Arab Emirates
{CRUAE); and Reserve Bank of India (RBI). In
2025, the LCT cooperation with PBoC, BNM, and
BoT was renewed to promote the use of local
currendies in bilateral transactions. The renewal
of the cooperation expanded the LCT framewaork,
to now include current account transactions,
capital transactions, and financial transactions
thiat were previously limited to trade and direct
investment. The LCT cooperation with CBUAE
has been implemented since early 2025. With
these developments, businesses have options to
settle cross-border payment transactions using
direct exchange rate quotations provided by
Appointed Cross Currency Dealer (ACCD) banks.
Cooperation has also been strengthened with
BNM and BoT, synergizing with cross-border
payment system initiatives. In addition, synergy
initiatives have been conducted with Jlapan and
China through the High Level LCT Campaign and
Cross-Border QR activities between Indonesia-
fapan and Indonesia-China. To increase the
utilization of LCT in Indonesia, 2 National

Task Force on LCT has been established since
2022, comprising parties from across ministries/
government agencies.

12 A more detated explanstion of the =fforts to incrésse transactions
bn bircad currersciss can e found in Box 24 Synergy to Expand Lol
Currency Use m Support of Domestic Financial Market Deepeaning.

Bank Indonesia actively enhanced bilatersl
central banking cooperation to strengthen
institutional capacity and promote cooperation
in the payment systems. Structured Bilateral
Cooperation (SBC) with central bank partners
continued to be implementead by focusing

on various central banking duties (monetary,
macroprudential, and payment systems) and
other specific areas, such as: Sharia economics
and finance; the green economy; Anti-Money
Laundenng (AML); Countering the Finandng of
Terrorism (CFT}; and Countering Proliferation
Fnancing (CPF). In 2025, Bank Indonesia
successiully established bilateral partnerships
with Banque de France (BdF) and the State
Bank of Vieinam (SBV). With these additions,
since its initration in 2015, Bank Indonesia has
established bilateral cooperation with 15 partner
central banks, including the Federal Reserve (The
Fed), Bank of England (BoE), and the People’s
Bank of China (PBaC). These collaborations
strengthened Bank Indonesia’s institutional
capacity, expanded opportunities for financial
cooperation, and reflecied its leadership role
among regional ceniral banks.

Cooperation in the field of payment system has
been continuously strengthened to enhance
cross border payment connectivity. Cross-border
payment cooperation using QR codes has been
implemented with the BoT, BNM; MAS; and
Japan's Ministry of Economy, Trade and Industry
(METI). At the ASEAN regional level, Regional
Payment Connectivity (RPC) cooperation was also
expanded. RPC was initially signed in November
2022 by the ASEAN-5 ceniral banks (Bank
Indonesia, BNM, MAS, BeT, and Bangko Sentral
ng Pilipinas (B5P)). RAPC members now total nine
countries after the National Bank of Cambodia
[(NBC) joined the initiative in April 2025. Cross
border payment connectivity must be nurtured
io encourage faster, cheaper, fransparent, and
inclusive cross border payments,

Bank Indonesia has consistently strengthened
synergy and coordination with ministries/
government agencies to manage positive
stakeholder perception toward the Indonesian
ecancmy, as well as to promote investment
and trade. Synergy has been achieved through

e
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intensive engagement and communication with
international rating agencies and stakeholders.
As the searetariat of the national Investor
Relations Unit (IRU), Bank Indonesia promoted
positive perceptions of the Indonesian economy
to maintain Indonesnia’s sovereign rating, which
remains one level above investment grade with
a stable outlook from Moody's (BaaZ), Standard
& Poor’s (RBB), and Ftch (BBR). Indonesia has
even obiained two levels above investiment grade
(BBB+) with a stable outlook from the lapan’s
rating agency R&L Maintzining stakeholder
perceptions was imporiant for increasing foreign
capital inflows into both porifolio instruments
and direct investment. Bank Indonesia’s effort
to facilitate investment and trade promotion
through IRU (at national level), Regional

IRU (RIRU, at sub-national level), and Global

IRU {GIRU, at global level), continued o be
strengthenad by synergized, targeted, and
outcome-oriented strategies

Bank Indonesia’s international reputation grew
stronger, as reflecied by its active participation
in various international cooperation forums.
Throughout 2025, Bank Indonesia chaired the
ASEAN Senior Level Committee on Finandal
Integration (SLC). The mesting discussed
measures to strengthen policy coordination

to maintain maaoeconomic stability and
promaote sustainable economic growth; it also
agreed to the sirategic direction of the ASEAN
Economic Community Sectoral Plan for Financial
Cooperation 2026-2030. in addition, Bank
Indonesia chaired the EMEAP Working Group on
Banking Supervision (WGES), which addressed
developmenis in banking regulation and
supervision across the Asia-Padfic region. When
leading the SEACEN Board of Governors (ROG)
Meeting 2025, Bank Indonesia emphasized the
need to enhance regional econamic resilience
through dloser collaboration amid global
uncertainty, digital ransformation, and the
transition toward a sustainable economy. Beyond
the regionzl level, Bank Indonesia actively
participated in international cooperation forums
such as: the IMF; G20; and Bank for Intermational

"
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Settlements (BIS), including lslamic international
forums, such as the International Islamic Liquidrty
Management (/ILM) and the lslamic Fnancial
Services Board (IFSB). In line with Indonesia’s
BRICS membership since Jlanuary 2025, Bank
Indonesia actively partiapated in financial

track discussions, These forums emphasizad the
importance of policy coordination, sirengthened
multilateralism, reforming global governance,
and collaborating to address climate-related
risks. Indonasia’s membership in BRICS reflacts its
commitment to multilateral cooperation, which
opens opportunities for Indonesia to expand

s strategic partners; as well as to strengthen

itz geopolitical and diplomatic position

through flexible and equitable cooperation
mechanisms. From the economic and trade
perspective, Indonesia gains broader market
access to non-traditional markets and atiracs
infrastructure investment through the New
Development Bank (NDB) established by BRICS to
finance infrastruciure projects.

Bank Indonesia received several intemational
awards in 2025. The Central Banking

Awvard presented Bank Indonesia with the
Reserve Manager of the Year 2025 award, in
recognition for its fransformation of the reserve
management framework, which enhanced agility
and flexibility in managing foreign exchange
reserves amid global uncertainty. Bank Indonesia
also recsived the Best Systemic and Prudential
Regulator in Asia Pacific 2025 award from The
Asian Banker. This recognition reflected the
successful implementation of accommodative
and well-targeted macoprudential policies to
maintain financial system stability and to manage
the digital financial ecosystem. Bank Indonesia’s
role in developing shana economics and finance
also earned international recognition. Bank
Indonesia received the Best Central Banker

of the Year 2025 and Best Central Bank for
Facdilitation & Support in Islamic Economy and
Finance awards at the annual Global lslamic
Finance Award (GIFA) 2025, The Contact Center,
“BICARA", received international recognition

by winning Best Employee Engagement, Best
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Employee Wellness, Best Self-Service Technology,
and Best Customer Service awards at the Contact
Centre World Global Asia Pacific Top-Ranking
Performers Awards 2025, These achievements
demonsirated Bank Indonesia’s commitment

to delivering excellent public services and
promoting information transparency. In the field
of human resource management, Bank Indonesia
earmed silver and bronze at the Asia Pacific Stevie
Awvard 2025, The throve of international awards
received have strengthened Bank Indonesia’s
reputation as the best central bank among
emerging markets,

a Bank Indonesia Transformation

Bank Indonesia continued to strengthen the
transformation, which began in 2018, to
reinforce its policy and institutional framework
in responding to the evolving strategic
environment. Bank Indonesia consistently
monitored global and national economic
dynamics, as well as various changes in the
strategic erwironment, including demographic
shifts among employees, which were increasingly
dominated by millennials and Generation Z

In responding to these sitategic developments
and in building a credible, professional, well-
governed, accountable, and transparent
central bank, Bank Indonesia sharpened several
transformaticn agendas and implemented
them gradually.

In the area of pelicymaking, Bank Indonesia
continued to strengthen the regulation of the
Bank Indonesia Policy Mix, which integrated
monetary, macoprudential, and payment system
policies, underpinned by policies to achieve

the objectives mandated by law. This was
accompanied by Business Process Re-engineering
{BPR) and was implementead across various
policy functions, including the development

of blueprint frameworks, instruments,

and infrastructure, In the monetary secior,
improvements were made through monetary
regulatory reforms by refining regulations

aligned with the Bank Indonesia Policy Mix and
developing digitalization of statistical business
processes. In the macgoprudential sector, Bank
Indonesia reformed macroprudential regulations
by strengthening the regulations related to
liguidity management in banking and the
econamy. Bank Indonesia also continued to
enhance macroprudential policy formulation,
among others through the advancement of
macroprudential framework. In the payment
system sector, regulatory reforms were carried
out through the Issuance of relevant provisions
io support stability, efficiency, and integration
of the national payment system. Bank indonesia
also continuously transformed the payment
system in line with BSP 20252030, Steps
included infrastructure development, particularly
data infrastructure, to support the digital
econamic and finandal ecosystem; to strengthen
industry competitiveness; to foster innevation
and expand aceptance; to develop cross-border
payment system connectivity; and o advance the
Digital Rupiah.

Bank Indonesia continued to implement
comprehensive institutional transformation

to buiid a oedible, professional, well-
governed, and transparent central bank. The
transformation of policy mix, institutional
govemance, erganizational structure and work
processes, human resources, and digitalization,
which was initiated in 2018, confinued to

be sirengthened and refined. These efforis
spedfically aimed to enhance the execution

of Bank Indonesia’s duties and authorities in
the digital era; to ensure stronger capacity

to safeguard the national economy against
global shodks; and to implement the mandate
of the Bank Indonesia Act, as amended, most
recently through P25K Act This institutional
transformation focused on three main agendas.
Hrst, strengthening the central bank policy
governance and institutional governance systems
based on the principles of independence,
consistency, coordination, accountability, and
transparency (IKKAT). Second, digitalizing policy
and institutional work processes toward the

=
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vision of becoming a leading digital central
bank:And third, reinforcing Bank Indonesia’s
professional leadership with high competence
(book-smart), strong experience {street-smart),
and noble character (spirituat-smart) through
the work culture program "Aku Bangga Bl
Bermakna” (AR3). Bank Indenesia also continued
to strengthen institutional accountability to the
Indonesian House of Representatives (DPR-RI),
to maintain an ungualified opinton (WTF) on

its financial statements from the Indonesian
Supreme Audit Agency (BPK-RI), and to enhance
public transparency.

As further details for the first of these agenda
items, Bank Indonesia consistantly prioritized
five strong, professional governance principles
in accordance with the mandate of the law
through central bank policies and institutional
governance system based on Independence,
Consistency, Coordination, Accoumtability,

and Transparency principles. As part of the
Republic of Indonesia, Bank Indonesia is
granied independence by law in carmying out

its duties and authorities as a central bank in
the areas of monetary policy, payment systems,
and macroprudential policy. This authonty is
applied consistently in the policy formulation
process through well-governed menthly Board
of Governors Meetings (RDG) and is regularly
evaluated in weekly Board of Governors
Meetings. Furthermore, in line with the principle
af coordination, Bank Indonesia maintained a
sirong commitment to synergy and coordination
with the Government to achieve national
economic siability and growth. Bank Indonesia
also upheld accountability principles, incduding
through the submission of the Institutional
Report to the President and DPR-RI, as well as
transparency principles by holding monthly press
conferences regarding the policies determined
by Bank Indonesia during the monthly RBG and
publishing reporis on the implementation of its
duties and autharities.

The balance of these five principles was
implemented through formulation strategies,
execution strategies, and control stratagies for
both main policies and institutional policies. The
application of sirategies for policy govermance

is reflected in the framework of the main

policy mix, which integrates monetary policy,
payment sysiems, and macroprudential policy,
strengthened by supporting polides to optimally
achieve Bank Indonesia’s objectives as mandated
by the Bank Indonesia Act. Meanwhile, the
application of strategies in institutional
governance is reflected in the institutional policy
mix framework, which integrated strategic plans
and work programs as well as Bank Indonesia’s
business processes and organizational struciure
to ensure optimal implementation with good
and professional governance, supporied by
measured resource utilization. The strengthening
of the institutional policy mix framework is
carried out as a strategic stap to ensure that

all instrtutional elemenis of Bank Indonesia
support the achievement of the institution’s
objectives effectively, efficiently, and in line with
the compliance principles. Bank Indonesia also
complemented varous provisions in the areas of
policy and institutional governance reguired for
the implementation of these sirategies.

To implement strategies in key policy and
institutional areas (Figure 3.5.), Bank Indonesia
applied a medium-term and an annual

strategic planning system. Strategic planning
was formulated based on the objectives and
mandates stated in the Bank Indonesia Act, the
vision and mission of Bank Indonesia, as well

as collective strategic foresight from the Board
of Governors. The medium-term strategic plan
was outlined in the Strategic Business Plan

(RBS) for a five-year period. The RBS serves as
the foundation for preparing Bank Indonesia’s
annual work plan, which was developed based
on the Annual Strategic Direction of Bank
Indonesia Governor (ATGBI). The results of Bank
Indonesia’s strategic planning were subsequently
communicated to all work units through intarmal
communication forums
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Figure 3.5. Bank Indonesia Strategic Planning System
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As further steps to realize good and
professional governance in the formulation

and implementation of policies, Bank Indonesia
refined the provisions on the dedsion-making
system in line with prevailing laws and
regulations. Based on the Board of Governors
Regulation (PDG) No. 2 of 2025, this Regulation
concerns the Decsion-Making System at Bank
Indonesia and the Role of Mernbers of the Board
of Governors, which is an improvement of PDG
No. 245/PDGAGZZ on Deasion-Making at Bank
Indenesia in the Digital Era. Bank Indonesia’s
policies consist of cantral bank main policies and
nstitutional policies. Decsions at Bank Indonesia
were classified into threa types, namely: Prindpal
and Strategic Policies; Implemeniation of
Frincipal and 5trategic Policies; and Policies Not
Classified as Prindpal and Strategic The decision-
making procass was carried out adaptively

and in a streamlined manner through the
application of the 35 principles (Simplification,
Standardization, and Systemization). In addition,
provisions regulated the roles of the Board of
Governors Members, which include: (i) in Board
of Governors Meetings, (i) in Commitiees;
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{iii) as directors of strateqic programs and
transformation programs; and {iv) as coordinators
for the operational execution of Work Units.

The Board of Governors' and its Members'
commitment to leading Bank Indonesia’s
performance in maintaining economic stability
and supporting sustainable economic growth
was realized through the formulation and
determination of strategic pelides during

the Board of Governors Meeting (RDG). In
accordance with the Bank Indonesia Act, the RDG
serves as the highest decision-making forum for
determining principal and sirategic policies. To
strengthen governance and policy quality, the
formulation process was carried out in stages,
emphasizing chedks and balances through
initiation, verification, recommendation, and
approval phases. The initiation and verification
stages were conducted by the Work Unit, either
by the Head of the Waork Unit or through the
Waork Unit Directors Meeting. Furthermaore,

the recommendation stage was camied out

by Committees through Committee Meetings,
while the approval stage takes place in the
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RDG. Dedsion-making in the RDG was based on
deliberation to reach consensus, applying the
principle of collective collegiality.

As for the second agenda item, Bank Indonesia
accelerated the digitalization of policy and
institutional work processes, prioritizing
governance, streamlined processes, and
collaborative work, supporied by the
development of data center and Artificial
Intelligence (Al} capabilities. Bank Indonesia
consistently promoted digital transformation
through the development of a digital business
platform, data center and Al, as well as
strengthening technology capabilities and

end te-end securtty. The development of the
digital business platform, which serves as the
main foundation for modernizing policy and
institutional business processes, focused on

the digitalization of payment systems and
strategic dedsion-making processes, which are
continuously reinforced throughout 2025. The
digitalization of payment systems was realized
through the expansion of BI-FAST features

to become more inclusive and through the
exploration of Digital Rupiah innovation under
the Garuda Project as a response to global
digital financial system dynamics. In line with
this, transformation was also carried out in
governance and the effectiveness of decision-
making processes through the development

of the Digital Workplace (WP} platform as a
supporting medium for RDG implementation.
This platform was implemented gradually to
strengthen infermation integration, accelerate
analytical processes, and improve the guality
of policy formulation. Digitalization of work
processes continued to be reinforced continually,
while maintaming governance and collaboration
among work units in line with the principles of
one input, one process, and multiple purposes.

Bank Indonesia continued to advance the
development of its Data Center as part of
digital innovation to support the digital
economy as well as institutional and policy
business processes. The Data Center served as
the epicentrum of change for Bank Indonesia’s
digital fransformation, through tangible actions

7
a

aimed at realizing a Data-Driven Institution
capable of leveraging Al and Machine Learming
(ML) in dedimion-making. This development
entompassed two major dimensions, namely
serving as a catalyst for business processes

and strengthening data center capabilities.
These initiatives were implementad through
an end-to-end approach, starting with data
demoa atization using metadata, automation
of data flows and procassing (data factory),
data innovation experimentation, and
exploration of data technoloagies, incuding the
development of MLAI models (data innovation)
and the development of the Omnidata
Intelligence Platform.

Bank Indonesia consistently promoted the
enhancement of technology infrastructure
capabilities to strengthen its information
systems in support of increasingly complex
tasks. These efforts included reinforcing cyber
resilience and security through the adoption

of advanced technologies, implementation of
certifications, and optimization of monitoring
for existing infrastructure. The application

of new technological innovations, as well as

the renewal of axsting infrastructure, was
carried out continuously to ensure that the
quality, stability, and availability of information
systermn services remain relizble and adapiive

to the dynamic neads of the organization. In
addition, Bank Indonesia also strengthened its
governance aspecis through the formulation of
regulations on information system security and
cyber resilience applicable to all payment system
aperators, money market participants, foreign
exchange market participants, and other entities
under Bank Indonesia’s supervision, as a sirategic
measure to build a secure and robust digital
financdal ecosystem.

And third, Bank Indonesia strengthenead
professional leadership with high competence,
extensive experience, and noble character
through the work culture program "Aku Bangga
Bl Bermakna”™ (AB3). Bank Indonesia continuously
fostered human capital with strong performance
and integrity to realize its vision of becoming

2 leading digital central bank. Human resource
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management was also directed toward aeating
future leaders of Bank Indonesia who were
professional and embodied the 3-5mart aspects,
namely high competence (book-smart), sirong
experience (sireet-smart), and noble character
(spiritual-smart) across three pillars, specifically
leadership, family, and well-being. In addition,
Bank Indonesia continued to develop 2 modern
office atimosphere, relationships, and work
fadilities that better support digitalization

and are aligned with the behavioural traits of
millennial employees.

Amid changes in the strategic environment
and the increasing composition of employees
from Gen Y and Z, Bank Indonesia continued
to promote the development of employee
capabilities as the engine of organizational
change These efforts were carried out through
strategies for fulfilling and maintaining

human resources, as well as strengthening the
Employes Value Proposition 3.0 (EVP 3.0). Their
implementation was a priority in transforming
human resource policies, aimed at increasing
emploves engagement at Bank Indonesia. This
included competitive remuneration programs,
health care with focused on physical wellness,
and peaceful retirement with emphass on the
Pensiurnt Berkah program.

The development of digital capabilities for
human resources was an essential part of

the transformation of human resources (HR)
and work culture at Bank Indonesia. Thess
capabilities were required to support the
digitalization of work processes and improve
adaptation fo technological changes. To achieve
this, Bank Indonesia designed and implemented
learning modules based on the concept of the
Digital Central Bank curmiculum. In addition,

the strengthening of HR competencies was
ermphasized in areas, such as: data science and
data analytics; the application of Artificial
Intelligence (Al) to central bank functions; and
expanding knowledge of the grean economy
and financz as part of Bank Indonesia’s strateqgic
role in the era of digital transformation

and sustainability. As further steps, learning
infrastructure was reinforced through the
development of a Learning Management System
(LMS) and a Digital/Cyber Library, which were
continuously improved, including by enriching
e-learning modules from both internal sources
and external partners. Furthermore, Bank
Indonesia continued o encourage research in
suppart of policy formulation, including through
the management of international joumnals.
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Box Development of Food Clusters

21 to Support Price Stability

One of the measures to support Bank
Indonesia’s mandate of maintaining

Rupiah stahility is stabilization of volatile
food prices, among others through the
development of food clusters. 5ince 2014,
Bank Indonesia’s food cluster development
has focused on commoadities that strengthen
food security and are sources of volatile food
inflationary pressures. Through the food
cluster development program, increased
MSME capacity is expected to narrow the
gap between supply and demand and
thereby reducing food price pressures that
drive inflation. The cluster program also
aims to empower micro, small, and medium
enterprises (MSMEs) as it invalves numerous
farmers and MSMEs,

The food clusier business model is developed
on an end-to-end basis and is directed at
ralsing produciivity, intensification, and
downstreaming. This is pursued by replicating

best practices across the value chain—from
upstream (cultivation) to downstream
(post-harvest processing and partnerships
with off-fakers/industry; Figure B3.1.1.).
Development of sirategic food MSMEs Is also
carried out by promoting the use of digital
technologies based on the Intemet of Things
(digital farming) to incgease produciivity

as well as broaden market access and
improve effidency in agricultural commodity
distribution chains.

One success story of a food cdluster business
model that has implemented best practices

is the chili cluster in West Java. Upstream,

the cluster has applied susiainable farming
practices through the use of organic fertilizars
and pesticides and waste utilization; digrtal
farming (application of digital technology

in agricuftural cultivation), such as smart
fertigation and irrigation; and the use of
superior seedlings. The cluster has also

Figure B3.1.1. Pevelopment of an Upsiream—Downsiream Food Cluster Business Model
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implemented the Pot Up method with the
support of smart greenhouses. The Pot Up
sysiem is a cultivation method whereby
seedlings are placed in pots or containers

in a greenhouse before transplanting.
Transplanting is generally done 20 days after
seeding {DAS), but with the Pot Up method
it is performed when plants are older (4560
DAS). Consequently, the days to harvest
become shorter—&0 days after planting
(DAP}—compared with conventional methods
that require 80110 DAP {FHgure B3.1.2.}.
Through the Pot Up method, cultivation
cosis can be more efficient, and farmers can
start seeding earlier during the off-season
before the rains armve. With these various
implementations and best practices, the
cluster's chili productivity now exceeds 15
tons per hectare, above the national average
of 9.1 tons/ha. Downstream, post-harvest
management in this cluster meets standards,
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including sorting, grading, packing, washing,
drying and guality control. Post-harvest
management iz also Prima 3-certified,
indicating that the horticultural products are
professionally managed, safe for consumption
and ready for wide distribution. The cduster
has also advanced downsireaming by
pradudng derivative producs such as dried
chili and chili powder, which are marketed
through more than five distribution partners,
including modern retail and online platforms

Food clusters also contribute to regional
inflation control through participation in the
National Movement for Food Inflation Control
{GNPIP). Clusters play an active role in market
operations with the Central Government and
Regional Governments. In addition, dusters
and private parties have initiated weekly
premotional programs for the same purpose—
controlling food prices.

Figure B3.1.2. Comparison between Conventional Methods and the Pot-Up Method
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Box Innovation in Pro-Market Monetary Operations

3.2

Strategy to Accelerate Financial Market Deepening

and Improve Market Efficiency

The Blueprint for Money Market and

Foreign Exchange Market Deapening (EFPU)
2030, which is integrated with Pro-Market
Monetary Operations (OM). has been
formulated to guide the direction of MM-

FX (PUVA) market deepening in realizing
modern, advanced financial markets. The
formulation of BPPU 2030 is a response to an
evolving environment, including rising global
uncertainty stemming from United 5tatas
protectionist polices that have significant
implications for global macroeconomic and
financial system stability. In line with the
strengthened mandate of Bank Indonesia
under the P2SK Act, the BPPU vision 15 directed
toward building a modern and advanced MM-
B (PUVA) market integrated with Pro-Markst
OM o support effective monetary policy
fransmission; to safeguard financial system
stability; and to promote finanang of the
national economy. To realize this vision, Bank
Indonesia is undertaking vanous strategic
measurss, including strengthening monetary
operations with the objectives, among others,
of reinforcing market mechanisms to increase
transaction activity and deepen liguidity in the
money and foraign exchange markets.

Throughout 2025, Bank Indonesia continued
to strengthen the implementation of
Pro-Market OM through three innovations,
including on the instrument side, 1o accelerate
market deepening, and to enhance market
efficiency. Hrst, Bank Indonesia expanded
the types of underlying collateral for repos
in monetary operations to include other
high-quality securities issued by financial
service institutions established or founded
by the Government to support Government
pragrams for public welfare. This inftiative
aims to broaden the availability of liguid
assets while supporiing the Government’s

a7

welfare financing programs. Second, Bank
Indonesia promotad development of the
Overmnight Index Swap (015} market by issuing
Floating Rate Notes (B-FRN) and fadlitating
0I5 matchmaking to strengthen the formation
of a transaction-based, inferest rate structure in
the money market. Third, to deepen the sharia
money market, Bank Indonesia broadened the
investor base for Sukuk Bank Indonesia (SUKBI)
so that the instrument can be held by banks
and nonbanks, induding residents and non-
residents, in the secondary market

Further regarding the first innovation—
expanding the range of OM repo underlying
collateral—this is a strategic step to provide
a more diverse and liguid MM-FX (PUVA)
product set to support market deepening
and economic financing. To date, banks’
preference to purchase corporate securities
for yield enhancement and inventory, with a
tendency to hold to maturity, has canstrained
the potential inaease in secondary-market
transactions. This condition is reflected in KSEI
data showing outstanding corporate bonds
of Rpdds 3 trillion as of September 2025,

with holdings still dominated by the banking
sector. The initiative to expand OM repo
underlying collateral serves as an important
catalyst to optimize the role of high-guality
carporate bonds as repo collateral, both for
monetary operations and for inter-participant
transactions in the money markest (Hgure
B32.1.). Implementation of this inftiative

is being camied out in stages, starting with
corporate bonds and corporate sukuk, to

be subsequently expanded to asset-backed
secunties (ERA), From the participant side,
Primary Dealers in the MM-EX (PUVA) market
play a key role as eligible participants, given
their role as market makers and in promoting
liguidity distribution in the MM-EX (PUVA)
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Figure B3.2.1. Development of High-Quality Securities (558) as Underlying
Assets for Repo Transactions
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market. Supparting infrastructure is being
strengthened to enable implementation of
the initiative, incduding: (i) development of
the Bl-Electronic Trading Platform (R-ETP);
(ii) additional Tri-Party Agent Repo (TPA
Repo) services by the Central Counterparty
(CCP); and (iii) enhancements to BI-3555. With
these strategic measures by Bank Indonsesia,
cotparate bonds and corporate sukuk are
expected to become more liquid, which
encourages development of the corporate bond
market; acelerates fransactions and deepens
the MM-EX {PUVAYmarkets; and ultimately
supports sustainable economic growth.

As for the second innovation, the development
of BI-FRN and Overnight Index Swaps

(O15) is part of a regulatory-led strategy
aimed at introducing more diverse money
market products, while strengthening a
transaction-based term structure of interest
rates in the money market. As INDONIA-based
money market instruments (products), the
initial issuance of BI-FRN with floating coupons
increases market participants’ exposure to
interest rate dynamics, thereby driving the
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need for hedging through 0I5 (Figure B3.2.2.),
Higher OI5 transaction volumes are expecied
to reinforce the pricing process in the money
market and complete the term structure for
tenors of up to 12 months. This will, in turn,
underpin the formation of a aedible money
market yield curve that funciions as a market
price reference: The issuance of BI-FAN is also
expected to encourage securities issuance

in the market using coupons referenced to
money market transactions. On the participant
side, Primary Dealers in the MM-FX (PUVA)
market play a key role as market makers in
the 015 market by providing two-way guotes
to strengthen efficdent and transparent price
discovery. In fine with this initiative. since
November 2025 Bank Indonesia has fadlitated
015 matchmaking, i.e., the process of matching
bid/ask OI5 transactions submitied by

market particpants to the OIS Matchmaking
Operator using a method determined by Bank
indonesia. In practice, brokerage firms, as the
medium for irterbank transactions, play an
important role in ensuring the effectiveness of
the matchmaking process.

a
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Figure B3.2.2_ BI-FRAN Transaction Machanism
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Collectively, these inifiatives are sirategic
steps to increase the credibility, transparency
and effectiveness of Rupiah interest rates,
thereby supporting money market deepening
and enhancing the effectiveness of monetary
policy transmission.

Lastly, concerning the third innovation,
expanding the SUKBI investor base would
broaden access to SUKBI ownership and
secondary-market transactions in support
of Pro-Market OM policy. Bank Indonesia
has strengthened SUKBI features as the
main shariza OM instrumernt since 2078 so
that it can be held and traded by banks
and/or nonbanks (residents/non-residents)
in the secondary market. From a product
perspective, SUKE! has been developed

as a liguid pro-market OM instrument,
characterized by use of SB5N and/or Bank
Indonesia’s global sukuk as underlying,
tenors of 1 day to 12 months, scripless form,
secondary-market tradability, and issuance
under the al-musyarakah al-muntahryah

s

bi al-tamlik contract In terms of pricing,
market-formed prices are aligned with the
monetary policy stance. On participants,

the instrument involves BUS, UUS and BUK,
with new features enabling ownership and
trading by banks andfor nonbanks, including
residents and non-residents, in the secondary
market. On infrastructure, strengthening
spans front-te-end supporting systems with 3|
characteristics (interconnection, integration,
interoperability), including custody via BI-5555
for non-bank investors; provision of SUKBI I5IN
codes by KSEL provision of SUKBI Fair Markst
Prices (HPW) by PHEL and the dlarification

of secondary-market tax treatment through
coordination with relevant authorities,

With these enhanced SUKB! features, the
effectiveness of SUKBI] as a pro-market OM
instrument is expectad to increase in line
with higher secondary-market transactions,
supporting its role as a high-quality liquid
asset (HOQLA} and encouraging capital inflows
to help maintain exchange rate stability,
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N Hackathon: Developing Digital Talent to Drive

3.3.
Ecosystem

Developing digital talent is a foundational
element in bullding an innovative digital
economy and finance ecosystem. This effort
requires a platform that not only fosters
cross-sector ageativity and collaberation, but
also generates digital solutions aligned with
market needs. Initiatives such as Hackathons
have proven effective in stimulating creativity
and innovative ideas, while training and
certification delivered through learning
platforms and digital innovation hubs play

a role in strengthening technical capacty
and broadening digital innovation across
finandal services (Kamariotou & Kitsios, 2022;
Gumbo & Moos, 2024),

Since 2024, Bank Indonesia has organized
Hackathon competitions to develop digital
tslent by expanding participation to attract
innovative ideas and potential talent in
the digital economy and finance area. The
Hackathon serves as a forum for developing
idea exploration, use cases, and talent in
synergy with pariners, associations, and
communities to foster a more innovative
digital finance ecosystem. In 2025, Bank
Indonesiz again held a Hackathon in
collaboration with the Financial Services
Aurthority (1K), The BHOJK Hackathon
2025 was designed as a proof of concept
for the operationalization of the Indonesia
Digitalization Innovation Center (FIB}—sa
hub for collaboration, experimentation

and development of digital innovations
within the national digrial economy and
finance ecosystem.

Innovation in the Digital Economy and Finance

The BI-OJK Hackathon 2025 carried the main
theme "Empowering the Future: Innovating
Digital Services and Financial Solutions for
Inclusive Growth and a Resilient Economy.”
Three problem statements guided the search
for innovations: (1) Al as a Service (Alaas)
for Digital Delivered Service Export (DDSE);
{2) Fnancial Innovation & Public Services;
and (3) Risk Management & Consumer
Protection. These themes were designed o
strengthen national digital innovation. Alaa5
for DDSE promotes the use of Al for digital
service exporis through adaptive learning,
cybersecurity, multilinguzal chatbots, and
cross-border setflement. Finandal Innovation
& Public Services focuses on leveraging
AL to expand finanaal |Heracy and
inclusion, support MSME credit profiling,
and optimize public services, such as social
assisiance. Risk Management & Consumer
Protaction targeis enhanced transaction risk
mitigation, fraud prevention, smart-contract
auditing, and digital-asset analytics to
safeguard the integrity and reliability of the
payment system.

The competition series ran from April to
September 2025, open to professionals

and students. The kick-off and roadshow
were eonducted in April-lune 2025 to open
registration and deliver technical seminars,
followed by prototype development, coaching
and final assessments through July-August
2025. Hnalist selection and final prototype
submissions marked the innovation-curation
phase ahead of showtasing, which was then
followed by business matching in August—
September 2025.
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Outcomes of the BI-0JK Hackathon 2025
improved comparad with 2024, in terms of
both registrants and proposals submitted,
Total registrants reached 2,336 participants,
up 9.5% from 2024, while 743 proposals were
received, representing an increase of 63%.

By partidpant composition, 64% of proposals
were submitied by professionals and 36% by
students (Graph B3.3.1.}.

Through a tiered selection process, 30 semi-
finalists were selectad and subsequently 10
finalists were designated, with innovation
focuses aligned to and supportive of Bank
Indonesia’s policy mandates, induding
Digitally Delfvered Service Export (DDSE),
consumer protection, the Acceleration

Graph B3.3.1. Registrants and Proposal
Submissions for the BLOJK
Hackathon 2025

X336
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743 Proposals

PROFESSIONALS
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and Expansion of Regional Digitalization
(P2DD), and strengthening payment system
security (Graph B3.3.2.). In the professional
category, innovations encompassed an
enterprize knowledge platform, a chatbot for
MSMEs, WhatsApp-based fraud detection,
public-infrastruciure development monitoring,
and a real-time fraud-detection system.
Meanwhile, the student cateqory presented
Al-based solutions for social-assistance
transparency, children's financial literacy,
document automation and MSME export
matching, on-chain analytics-based

aypto fraud detection, and aweleratad
smart-coniract audits.

By applying an end-to-end approach—

from idea exploration and prototype
development to business matching—the
Hackathon successfully generated innovation
proofs-of-concept ready for implementation.
Geoing forward, strengthening the continuity
of Hackathon outcomes and integrating them
with the Indonesia Digitalization Innovation
Centar (PIDI) initiative are expecizd (o
agccelerate the adoption and scalability of
inrovative solutions that effectively address
forthcoming payment system challenges.

Graph B3.3.2. Semifinalists’ Problem
Statements
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Box Synergy to Expand Local Currency Use in Support of

3.4.

Local Currency Transaction (LCT) cooperation
is one of the strategic initiatives to promote
currency diversification and strengthen
exchange rate stability. Amid ongoing
geopolitical uncertainty, mtra-Asian economic
transactions continue to increase. lapan and

China have dose economic ties with Indonesia,

as reflected in their top-three positions

both as export destinations and import
ongins {(average 2020-2024; Tables B2.4.1

and B34 2). Nevertheless, the use of local
currencies in regional transactions remains
relatively limited and is dominated by hard
currencies, thereby ingeasing exchange rate
exposure. This underscores the relevance of
LCT cooperation with key pariner couniries
such as China and lapan. LCT cooperation
promotes currency diversification in economic
and financdial transactions, thereby supporting
lower transaction costs, smoother trade

and investmeni, and easier aoss-border
transactions and financal integration.
Ultimately, LCT cooperation can strengthen
exchange rate stability while fostering strong
and sustainable economic growth.

Table B3.4.1. Top Three Destination Countries
for Indonesia™s Export

Frerage Brporz,
Couriry MDA e bilinn Shar= (W)

sy
1 Chinz 55.B 2340
Z Unitad Srates 44 mi
3 lapan a3 Bn

Sourme: SEKL, proce=od

Domestic Financial Market Deepening

Table B3.4.2. Top Three Countries of Origin for
Indonesia’s Imports
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Implementation of Indonesiz—China LCT

and Indonesia—Japan LCT has continued to
grow rapidly. LCT transactions increased over
the past five years, reaching U5SD22.2 billion
during January—November 2025, During that
period, Indonesia—China LCT transaction
valume totaled USDHD.5 billion, making it the
largest contributor with a 47.3% share of total
LCT transactions with all pariner countries.
Meanwhile, Indonesia—lapan LCT recorded
USD7 3 billion, with a 32.9% share, LCT
utilization has been concentrated in sirategic
sectors, suggesting the broader benefits of
the LCT framework insupporting national
ecenomic growth. These achievements offer
tangible benefits from LCT for business;
Chinese and lapanese corporations operating
in Indonesia can improve cast effidency and
reduce exchange rate risk exposure by using
local currencies,
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The substantial market potential of
Indonesia—China and Indonesia—Japan LCT
confinues to be tapped by expanding the
cooperation framework. Development of

the LCT ecosystem cortinues across product,
pricing, participant and infrastructure
dimensions. LTT cooperation between
Indonesia and China and betwean Indonasia
and Japan were strengthened through the
signing of an enhanced Memorandum of
Understanding (Mol) with the People’s
Bank of China on 25 May 2025 and a
Memorandum of Commitment (MoC) with
Japan’s Ministry of Finance on 15 December
2025. These agreements expand the scope

of LCT cooperation to cover current-account
transactions, capital transactions and financial
transactions, while being synergized with
cross-horder payment initiatives. Cooperation
between Indenesia and China has also been
reinforced through the establishment of

a Joint Work Program to implement joint
initiatives atthe technical level. Furthermore,
synergy has been strengthened with
ministries/fagencies that are members of the
National LCT Task Force (Satgasnas LCT) as
well as with pariner-country authoriiies.

LCT outreach continued throughout

2025 under the 3T principles—Targeted,
Integrated, and Planned—and in synergy
with cross-border payment initiatives. Bank
indonesia and the People's Bank of China
conducted a joint high-level campaign for
LCT and cross-horder QR between Indonesia
and China, held in parzllel in Beijing and

Jakarta on 11 September 2025. On the
Indonesia—lapan camidor, Bank Indonesia and
Japanese autherities—including the Ministry
of Economy, Trade and Industry (METI), the
Payments Japan Association (PJA), and Jlapan
Quick Response (JPOR}—held a joint high-level
campaign for LCT and cross-border OR in
Jakarta and Osaka on 25 August 2025, These
activities reflect a strategic collaborative
effort to broaden local currency use,
accelerate QR implementation and strengthen
bilateral relations.

Synergy to expand local curmrency use supports
domestic financial market deepsning. In line
with increasing local-currency transactions,
liguidity needs for RME and JPY in the
domestic money market have also risen, while
demand for IDR in China or Japan remains
limited. Development of the onshore RMB
and IPY FX morniey markets is therefore
helpful in maintaining Rupiah exchange rate
stability, IPY and BMB (ncluding CNY and
CNH) are armong the most actively traded
currencies in the domestic FX market. By
ensuring adequate RMB and JIPY liguidity
onshore, banks can purchase RMB or IPY
directly in the interbank market so that prices
are formed through direct guotations (RM&/
DR or IPY/IDR). Deepening of the RMB/IPY
FX market by strengthening RMBAPY Tiguidity
sources is being pursued through product
expansion, enhancing the capabilities of
ACCDE banks in providing RMBAPY liquidity,
and strengthening intemational financal
cooperation among the relevant authorities.



CHAPTER 4

POLICY MIX FOR NATIONAL
ECONOMIC TRANSFORMATION:
SYNERGY TO FOSTER HIGHER
AND RESILIENT GROWTH

Realsector transformation is essential to achieve stronger and movre resifient econamic growth.
In this contexi, synergies within the national economic policy mix must be direcied toward five
key areas. Hrsi, synergy to strengthen magoeconomic and financial-system siability. Second,
synergy between the national economic palicy mix and real-sector transformation to support
higher and more resilient economic growth. Third, synergy among the Government, the Finanaal
Sy=tem Stability Committee (K55K), and Bank Indonesia to expand and sirengthen various
sources of economic and finandal-market funding. Fourth, synergy to acelerate digitalization of
Indonesia’s economy and finanaal system. Fifth, synergy to enhance the effediiveness of bilateral
and regional trade and investment cooperation.
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he strong performance and robust national

economic policy mix achieved thus far

provides a solid foundation for advancing
toward higher and more resilient growth. As
highlighted in previous sections, Indonesia’s
economy has demonstrated strong resilience
with relatively high growth, Macroeconomic and
financial system stability has been maintained
despite successive waves of global turmoil.
Indonesia’s econemic growth ranks among the
best in Emerging Market Economies (EMEs), in
line with expansionary economic and finanaal
cycles. The sirength of the national economic
policy mix, through close synergy betweean the
Government’s fiscal policy and Bank Indonesia’s
policy, complementad by coordination within
the Financial System 5Siability Committee (K55K]),
has been internationally recognized. Real secior
transformation also confinues through industrial
policies, including downstreaming of natural
resources, and structurzal reforms to improve the
invesiment dimate and accelerats infrastructure
development, supported by social protection
programs for low-income households. This strong
synergy within the national economic policy mix
must be further reinforced moving forward.

Looking ahead, several global and domestic
challenges must be anticipated to strengthen
synergy and achieve higher and more resilient
national economic growth. From 2 global
perpective, as outlined in the first chapter
above, at least five challenges warrant close
attention. Hrst, persistent protectionist policies
in the United States and ongoing geopolitical
tensions, which are widening frade and
investrnent fragmentation, shifting patterns
toward hilateral and regional arrangements
rather than multilateral cooperation. Second,
slowing global economic growth accompanied by
spatial shifis in growth patterns, induding from
the U5 and China toward the European Union,
India, and several other EMEs. Third, high public
debt and elevated interest rates in advancad
economies, which cause a heavy burden on
Emerging Market and Developing Economies
(EMDEs) in terms of fiscal and monetary policy
space to maintain stability and stimulate growth,
even for financing sodal programs. Fourth,
heightened vulnerabilities and systemic risks

-
a

in global financial markets, stemming from
leveraged transactions in derivative products
linked to soversign debt, particularly by Non-
Bank Financial Instituiions (MBFs) under weak
regulatory and supervisory frameworks. Fifth,
proliferation of aryptocurrency issuance and
trading, as well as digital financial assets
(stablecoins and tokenized assets) globally by
private entities without adequate regulation or
oversight by competent authorities, including
risks related to illegal transactions, consumer
protection, and oybersecurity.

From a domestic perspective, synergy within
the national economic policy mix needs to

be strengthened to achieve higher and more
resilient economic growth going forward,
including to mitigate the impact of glebal
dynamics. This policy mix synergy must respond
to at least five key challenges {Figure 4.1.).

First, macroeconomic and financial system
stability must remain a priority. Indonesia is
internationally recognized for its ability o
maintain national economic stability. Going
forward, this stability will become sven more
essential to support growth from the aggregate
demand side, owing to the need to strengthen
national economic resilience amid rapidly
changing and highly uncertain global economic
and financial conditions, Rupiah exchange rate
stability as well as low and stable inflation must
continue o be preserved. The fiscal defict
must be maintained at no mare than 3% of
GDP Banking system resilience and stability
miust continue to be reinforced. Accordingly,
coordination between the Government’s fiscal
policy and Bank Indonesia’s monetary policy, as
well as coordination within the Financial System
Stability Commitiee (KS5K), must continue to
be strengthened.

Second, real sector transformation nesds to

be accelerated to enhance sources for higher
domestic economic growth. This also serves to
strengthen food and energy security as critical
pillars of national economic resilience and
self-reliance. Industrial policies emphasizing
downstreaming and industrialization of natural
resources must be prioritized for strategic
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national industries, including minerals, plantation
commedities, agniculiure, and fisheries, Indonesia
is richly endowed with natural resources, yet they
have not been fully optimized, and some have
even heen exploited illegally. Downstreaming
and industrialization must focus on increasing
value-added through derivative products,

such as in palm oil processing and lithium

battery production. Developing commercially
viable business models is crucial to attract
investment from both the Govermment (induding
through Danantara) and private sources, both
domestically and internationally. To this end,
structural reforms to improve the investment
climate, connectivity infrastructure, and research
capacity must continue to be advanced to raise
compeiitiveness and productivity, in the areas of
capital, labor, and innovation as well as efficiency.

Third, sources of financing must continue to be
developed to support real sector transformation,
particularly downstreaming and natural
resource industrialization. Achieving high
economic growth requires substantial capital
and investment, which cannot be financed =olely
by the State Budget (APBN). A dear national
financing strategy is needed. The APBN should
be optimized for financing social and people-
centered ecaonomic programs, while keeping

the fiscal defict below 3% of GDP; examples of
such programs would include: Free Nuiritious
Meals (MBG); People’s Schools; Public Housing;
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Red and White Village Cooperatives (KDMP), and
Fishermen Villages. Meanwhile, the significant
capital and investment needs for downstreaming
and natural resource industrialization projects
can be financed through Danantara, the
banking sector and other financial institutions,
as well as private doemestic and international
investors, Fnancing instruments may take the
form of equity investment, bank cedit, and the
issuance of bonds and other securities. In this
context, finandal market deepening is crucial to
provide the reguisite financing of the national
econamy, through, for instance, inreasing
liguidity, ensuring competitive interest rates,
and providing hedging instruments for interest
rate and exchange rate risks. Bank Indonesia will
maintain close coordination within the K55K to
advance such financial market deepening.

Fourth, national economic and financial
digitalization must continue to be accelerated
to achieve high, resilient economic growih.
Indonesia is among the fastest-growing countries
in digitalization, particularly in payment system
digitalization and retail digital economic-
financial transactions. QRIS, Mobile Banking,
E-Commerce, and BI-FAST are increasingly
favored by the public and M5MEs because

they enable fast, practical, and affordable
ecenomic and financial transactions, thereby
expanding inclusive economic and financial
access. Likewise, digitalization of Government

o1
N
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finandal transactions confinues to advance

and has sirengthened revenue coliection and
improved expenditure effidency at beth the
central and regional levels. Going fonward,
national payment system and digital economic—
finandal digitalization must continue to be
accelerated. The expansion of digital service
businesses across economic segments must also
continue to boost national economic growth.
Payment system digitalization, bath retail and
wholesale, must be further developed, including
the lssuance and development of Digital Rupiah
and Digital Financial Assets by Bank Indonesia
in accordance with iits statutory mandate. Cross
border cooperation in digital payments that has
been pursued to date, must also be expanded,
including QRIS connectivity, BI-FAST connectivity,
and the use of local currencies (Local Currency
Transactions, LCT) for trade, investment, and
finandal transactions.

Fifth, the sffectiveness of trade and investment
coaperation with major partner countries must
continue to be enhanced. As noted earlier,

US protectionist policies and global economic
polarization across countries will persist
Therefore, Indonesia’s trade and investment
cooperation must focus on key bilateral and
regional pariners that provide the greatest
sirategic benefits, mcluding ASEAN+2 (China,
Japan, South Korea), India, the Middle East,
and the European Union, while still advocating
multilateral cooperation. Such bilateral and
regional cooperation Is alse important in
supporting Indonesia’s interests in trade

and investment related to natural resource
downstreaming programs and their financing
needs. This cooperation also includes expanding
the use of local curmendies (Local Currency
Transactions, LCT), advancing financaal market
deepening, and strengthening aoss-border
digital payment cooperation to fadlitate bilateral
and regional trade and investment.

Synergy to Strengthen
Macroeconomic and Financial
System Stability

Going forward, the macroeconomic and financial
system policy mix needs to be strengthenad
further to maintain stability and support higher,
more resilient economic growth. As noted, risks
to national economic stability and resilience
stemming from adverse global spillovers are
expected to incaease, Elevated US Treasury yields
and interest rates in advanced economies, along
with rising volatility and risk premia in global
financal markets, may trigger foreign portfolio
outflows and exert pressure orn the Rupiah
exchange rate. Indonesia’s external resilience may
also be compromised by the limited surplus in the
capital and fimnandal account of the Balance of
Payments, aswell as dedining foreign exchange
reserves due to the need for Rupiah stabilization.
Rising 5BN yields and the limited inflows of
foreign portfolio investment into Indonetia

may likewise distupt fiscal deficit financing. On
the internal stability side, infiationary pressures
may intensify amid higher domestic food and
global commaodity prices, as domestic demand
sirengthens. Similarly, adverse global spillovers
may increase market risks (on both the exchange
rate and interest rates), liquidity risks, and

credit risks on Indonesia’s banking system and
finandal markets.

Policy coordination among the Government,
Bank Indonesia,; and the Financial System
Stability Committee (KS5K), which has been
closely maintained thus far. needs to be further
strengthenad to formulate and implement the
macroaconomit and finandal system policy mix
going forward amid persistent global volatility,
Coordination between the Government’s fiscal
policy and Bank Indonesia’s monetary and
macroprudential policies must continue to be
directed toward maintaining a balance between
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safequarding macoeconomic stability and
supporting domestic demand-driven growth,
both consumption and investment. Coordination
between the Government and Bank Indonesia
begins with the formulation of macroeconomic
assumptions in the annual preparation of the
State Budget (APEN), particularly for economic
growth, inflation, the exchange rate, and
Government Securities (SBN) interest rates.
Regular coordination is undertaken to assess
and forecast economic developments and

to harmonize the Government'’s fiscal policy
responses with Bank Indonesia’s monetary policy
responses. Coordination is also conducted in the
planning of SBN Issuances, both annually and
periodically, in global and domestic markets to
finance the fiscal defict with competitive interest
rates, while maintaining monetary and financial
market stability. Meanwhile, coordination

to maintain financial system stability and, at

the same time, encourage financing from the
financial secior to support economic growth is
carried out through the KS5K, which convenes
quarterly. In addition to assessments, projections,
and policy responses of each institution, KS5K
meetings also discuss vulnerabilities and nisks
arising from global or domestic developments, as

well as coordinatad policy measures to be taken
jointly. The results of the quarterly K55K meetings
are communicated to the public.

The Government’s fiscal policy for 2026 is
directed towards promoting economic growth
while maintaining Indonesia’s macroeconomic
stability. In line with this objective, fiscal policy
is formulated as a countercyclical policy To
respond to global economic turbulence and
uncertainty risks, as well as to safeguard the
domestic economy and public welfare. The
macroeconomic assumptions underpinning the
2026 State Budget (APBN) include economic
growth of 5.4%, inflation within the 25=1%
target range, an average 10-year Government
Securities (SBN) yield of £9%, and an average
exchange rate of Rp16,500 per US dollar. The
fiscal defigt in the 2026 APBN is to be maintained
at the prudent level of 2.68% of GDP to preserve
fiscal sustainability and Indonesia’s intemational
credibility (Table 4.1.). 5tate revenue would
increase by 4.9% from 2025 to Ap3,153.6
trillion, driven mainly by higher tax revenues,
Central Government expenditure is set to rise

by 156.6% to Rp3,149.7 trillion, while transfers
to regions and village funds would decline to

Table 4.1. State Budget (APBN) in 2026

TEM (TRILLEDN RUFLAM)
STATE REVENUE
Tax Revenue
Tanns
Customs and Excis
Hon-Fax S5iate Revenun
STATE EXPEMDTTURE
Central Government Spending
MinistryfAgency Spending
Non-MinistrwfAgency Spending
Transfor to Reglon
Primary Halance
BUDGET DEFICIT
% Defidt to GDP
ANANCING REQUIREMENT

2075 2026
3,005.1 3,153.6
2,490.9 26937
21893 23577
3016 3360
5136 4592
36213 3.842.7
2701.4 3,149.7
1,160.1 15105
1,541.4 1,6392
9199 £91.0
6313 =97
5162 £89.1
253 -268
616.2 589.1

Sowgrres Mimistry of Frnanes
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Rp&33.0 trillion, or 75.3% of the 2025 APBN.
The significant increase in Central Government
spending is primarily allocated to goods and
capital expenditures to support economic
growth, particularly through production and
investment. In addition, fiscal stimulus is directed
toward supporting househald consumption,
including increased allocations for social
assistance and other nan-energy-compensation
spending. Notably, the increase in other non-
energy-compensation spending reflects the
allocation for finandng Asfa Cita programs to
be implementad by the Central Govermment
through regional channels, such as Fres
Mutritious Meals (MBG), Red and White Village
Cooperatives (KDMP), and others; previously

these ware part of transfer-to-regions allocations.

Overall, the expenditure composition in the

2026 APEN represents a fiscal policy stance that
balances the neaed to maintain macrosconomic
stability with stimulus to promote economic
growth and public welfare. The fiscal deficit,
amounting to Rpb89.1 trillion, would be financad
through the optimization of pragram loans and
the issuance of Government Securities (SEN) in
both domestic and global financial markets.

A
L

Under the Government's Asta Cita vision,
President Prabowo Subianto has outlined eight
priority programs aimed at improving public
welfare, creating jobs, and fostering high
economic growth. A portion of the funding for
these eight priority programs has been allocatad
into the 2026 State Budget (APEBN) (Figure 42.).
First, the food security program, with a total
budget allocation of Rp164.4 trillion, covers
food estates and reserves, fertilizer subsidies,
and support for Indonesian state foed logistics
agency (Buleg). Second, the energy security
program (with a total budget of Rpd02.4
trillion) includes energy subsidies, development
of Mew and Renewable Energy (NRE), and

rural elecirification, Third, the Free Nutritious
Meal: (MBG) program allocates Rp335 trillion
for B2.2 million students, pregnant women,
and toddlers, supported by the establishment
of the Nutrition Provision Service Units (SPPG)
invalving farmers, fishers, livestock breeders,
and M5SMEs. Fourth, the education program (a
total allocation of Rp769.1 trillion) includes the
Smart Indonesia Program (PIPF) for 21.1 million
students; the Smart Indonesia Card (KIP) for 1.2
million university students; improvements to
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Figure 4.2, Eight Priority Programs of President Prabowo Subianto
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teacher salaries and competendes; and LFDP
scholarships for 4,000 students. The Government
will also build Sekolah Rakyat (People’s School),
allocating Rp24.9 triflion annually. Fifth, the
health program, with a total budget of Rp244
trillion, indudes insurance premium assistance
for 96.8 million beneficaries. Sixth, the village,
cooperatives, and MSME development program,
including the establishment of 80,000 Red and
White Village Cooperatives (KDMP), supported
by fund placements in SOE banks for low-
interest lending. In 2026, 27,700 KDMP would
be established with loans amounting to around
Rp83 trillion, increasing to 80,000 KDMP with
total loans reaching around Rp240 trillion by
2029 Seventh, the universal defense program,
mncluding modernization of primary defense
systems, strengthening of reserve components,
technological mastery, and the development

of domestic strategic industries. Eighth, the
acceleration of investment, trade, and housing.
For housing, the Government plans to build

3 million housing units through the Housing
Financing Liquidity Facility (FLPP) and Housing
Financing Liquidity Facility (B5P5) in villages,
urban areas, and coastal regions, totaling Rp54.3
trillion in 2026, inreasing to Rp111.2 trillion
starting in 2027. The Government will also
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provide VAI-Borne-by-the-Government (PPN DTF}
incentives for 770,000 commerdal housing units.
For investment, the Government will accelerate
USD38 billion in downsireaming projects,
financed partly by the State Budget (APBN) and
partly by Danantara, as well as domestic and
foreign private investors,

With strong synergy between the Government
fiscal policy and Bank Indonesia’s monetary
policy, Bank Indonesia’s monetary policy in

2026 will be directed toward supporting higher
economic growth while still achieving the
inflation target and maintaining the Rupiah
exchange rate stability. This will be carried out
primarily through three key instruments: interest
rate policy, Rupiah exchange rate stabilization,
and secondary market purchases of Goyvernment
Securities (SBN). First, with inflation projected

io remain within the 2.521% target range in
2025 and 2026, Bank Indonesia will assess the
roem for further interest rate reductions to help
boost economic growth to 5.40% in 2026. As
previously expiained, since September 20024, Bank
Indonesia has reduced the Bl-Rate six times by a
total of 150 bps to 4.75% as of Ociober 2025. In
synergy with the Government’s fiscal policy and
the Financial System Stability Committee (KS5K),

s |
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Bank Indonesia also confinues to encourage
banks to lower their lending rates and expand
creditffinancing to support stronger economic
growth, Second, Rupiah exchange rate stability
will continue to be safeguarded as a key factor
in mainfaining macroeconomic and finandal
system stability, supporting business activity, and
sustaining national economic growth. This will
be undertaken through Bank Indonesia’s foreign
exchange interventions in both offshore markets
{offshore NDF) and domestic markets {spot

and DNDF). Third, Bank Indonesia will conduct
secondary market purchases of SBN as part of
monatary operations to stabilize the Rupiah
exchange rate and maintain adequate liquidity
in the money market and banking system, As
previously noted, up to 31 December 2025, Bank
Indonesia has purchased S5EN amounting to
Rp322.14 trillion since January 2025, incduding
secondary market purchases and a debt-switching
program with the Government totaling Rp246.68
trillion. Bank Indonesia and the Ministry of
Finance have also agreed that part of the fund
from these SBN purchases will be allocated to
finance public housing programs and the KDMP
program under the Government's Asta Cita
agenda at low interest rates. In addition to these
three instruments, there is clase mordination
between Bank Indonesia and the Government
concerning inflation control, particularly for
administered prices and volatile foods, through
the Inflation Control Teams (TP1) at both the
central and regional levels,

Synergy between the Government's fiscal policy
and Bank Indonesia’s macroprudential policy

is also being strengthened to support high-
growth sectors and those with significant job-
creation potential. In this regard, through the
Macroprudential Liquidity Ineentive (KLM) policy,
Bank Indonesia provides additional liquidity
incentives to banks that channel creditffinancing
to the Government’s priority sectors to promote
economic growth and job creation, Aligned

with the Government's Asta Gia programs,
these priority economic sectors include: (i)
agriculture, manufacturing, and natural resource
downstreaming; (i) services, including the
creative economy; (iii) construction, real estate,

A
a

and housing, incduding public housing; and (iv)
MSMEs, cooperatives, inclusive and sustainable
sectors. As previously explained, by the end of
December 2025, total KLM incentives amounted
to Rp388.06 trillion, which were allocated to the
priority sectors, namely Agriculture, Industry,
and Downstreaming sector; Construction, Real
Estate, and Housing sector; Inclusive MSMEs,
Cooperatives, inclusive and sustainable financing
sector; as well as Services sector, including the
creative economy. Meamwhile, the Government
supporis these priority sectors through fiscal
incemtives and necessary regulatory fadlitation.
In the case of KUR dishursements, for example,
the Government detarmines eligible sectors,
requirements, loan amounts, and fiscal
incentives in the form of interest subsidies. For
the public housing program, the Government
provides fiscal incentives in the form of interest
subsidies and administrative cost assistance, with
amounts adjusted to the type of housing being
financad, This synergy between Bank Indonesia’s
macroprudential policy and the Govermment’s
fiscal policy strengthens bank creditffinancing
growth while simultaneously supporting higher
economic growth and greater job creation.

Synergy in the Financial System Stability
Commitiee (KSSK) is directed towsard
strengthening financial system stability and
becoming more resilient in the face of global
spillovers, while also supporting economic
financing, including inclusive and green finance.
K55K meetings, comprising the Ministry of
Finance, Bank Indonesia, the OJK, and the LPS,
are held quarterly to assess financial system
stability (55K) conditions and determine the
reguired coordinated policy measures, Palicy
coordination focuses on six key aspects: (i)
assessing the current condition and status of
finandal system stability and coordinating the
necessary policy responses; (ii) coordinating
efforts to promote credit and finanaal sector
financdng for the economy; (iii} coordinating
finandal market development (including
finandal education and literacy); (iv) coordinating
macraprudential and microprudential supervision
(including oversight of operational and cyber
risks); (v) coordinating the handling and
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resolution of financial institution problems; and
{vi) coordinating the strengthening of regulations
and requirements, including the follow-up
implementation of the P25K Act (Figure 4.3.).

In this regard, as previously discussed, synergy
between Bank Indoneasia’s monetary policy

and the Government’s fiscal policy to maintain
financial system stability is directed towards
contained inflation; Rupiah exchange rate
stability; interest rate policy; and the lssuance

of SBN for fiscal financing, all amid global
pressures. To safeguard banking systerm stability,
close coordination is carried out between Bank
Indonesia’s macroprudential supervision, focusing
on maao-financial linkages of large banks,

and the QJK's micoprudential supervision to
maintain the soundness of individual banks. The
OIJK also strengthens the supervision of non-bank
financial institutions, capital markets, fintech
companies, and consumer protection in financial
services. The LPS continues to strengthen deposit
insurance and bank resolution, implemented

in close coordination with the OJK and Bank
Indonesia, in accordance with their respediive
mandates. Readiness simulations for coordinated
responses; both among the four K55K institutions
collectively and bilaterally, on handling finandial
sector issues are continuously enhanced.

Beyond this, K535K coordination continues to

be strengthened to finalize all regulations and
provisions required for the implementation of

the P2SK Act. Overall, the implementation of the
P25K Act further reinforces the development and
strengthening of the financdial sector, supporting
financial system stability and econemic finandng
for sustainable growth going forward.

Policy coordination between the Government
and Bank Indonesia must also be strengthened
further to manage foreign exchange flows,
safeguard national economic resilience,

and support higher economic growth. The
Government has issued Government Regulation
No. 8 of 2025 on Foreign Exchange Export
Praceeds from Natural Resources (PP DHE SDA)
as a reinforcement of Govermment Regulation
No. 36 of 2023 to optimize the management and
utilization of DHE SDA for public welfare and the
national economy, through financing economic
development, increasing domestic liguidity
circulation, strengthening foreign exchange
reserves, and mainiaining Rupiah exchange rate
stability. The regulation requires 100% of DHE
SDA valued greater than or equal to USD250 000
be placed within the Indonesian financal

system (in Special Accounts), with strengthened
provisions for non-oil and gas natural resources,
namely increasing the retention reguirement
from 30% for 3 months to 100%: (after
exemptions for Rupiah conversion, imports, loan
payments, dividends, and foreign exchange
taxes) for 12 months. The monioring of the

Figure 4.3. Policy Coordination within the K55K Maintains Finandal System Stability
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implementation of Government Regulation No,
8 of 2025 shows that DHE 504 placements in
Special Accounts amount to around USD11-12
billion per month, equivalent to 87-89% of total
natural resources exports, which are around
USD13-15 billion per month. Exporter complhiance
in placing and depositing DHE SDA {that is,

DHE is deposited within three months of the
export date) has been substantial, reaching 94%
for non-oil and gas and 100% for oil and gas.
Government Regulation No. 8 of 2025 has also
been effective in ingeasing foreign exchange
supply to the domestic market, supported by the
flexibility policy for conversion into Rupiah. This
has subsequently increased corporate deposits
denominated in |IDR in the banking system

and expanded foreign exchange supply in the
domestic FX market. Several measures can be
pursued to enhance further the utilization of
DHE SDA for the national economy. From Bank
Indonesia’s side, policy strengthening rmay include
optimizing the placement of DHE 5DA at Bank
Indonesia, both by expanding DHE placement
instruments and by improving returns (pricing).
Similar measures may also be undertaken by the
Government, including issuing Foreign Currency
5BM in the domestic market, particularly in non-
USD currencies (such as the Yen and Renminbi},
which could simultaneously expand the use of
Lecal Currency Transactions (LCT) in aoss-border
trade and investment operation,

Synergy to Foster Higher and
Resilient Growth
The synergy of real sector transformation
policies is crucial to strengthening the cGpacity
of the national economy in achieving higher and
more resilient growth. As previously highlighted,
synergy between Government fiscal policy, Bank
Indonesia’s monetary and macroprudential
policies, as well as policy coordination inthe
Financial System Stability Commitiee (KS5K),
must be continuously reinforced to drive
growth from the aggregate demand side
(household consumption, investment, and net
exports) while maintaining macroeconomic

and financal system stability. To achieve higher
and more resilient economic growth, efforts

o8
a

to enhance the capacity of the economy from
the aggregate supply side through increased
value-added production agoss economic sectors
musi be consistently pursued. In this regard, the
synergy of real sector transtormation policies

is essertial to continuously sirengthen capital,
labor, and productivity in order fo raise value-
added production in those sectors. Real sector
transformation polides should be implemented
through both structural reform polices and
industrial policies. Structural policies are directed
at improving the investmert dimate, fostering
healthy business competition, enhancing
infrastructure connectivity (both physical

and digital), as well as advanang trade and
investment polices ([domestic and international),
all of which will positively impact production
across economic sectors. Meanwhile, industrial
policies are directed at increasing value-added
production in specific economicsectors that
constitute national priorities to support higher
economic growth and large-scale job creation,
including downstreaming and industrialization,
particularly those based on natural resources.
Through the synergy of macgoeconomic policies
to stimulate aggregate demand and real sectar
transformation polides to sirengthen aggregates
supply, higher and more resilient economic
growth can be achisved while safeguarding
macroeconomic and finandal system stability.

Since 2009, an increasing number of countries
have adopted industrial policies to strengthen
economic resilience, particularly in energy and
food, while also prometing higher economic
growth. This trend has been most pronounced

in advanced economies, including the United
States, the European Union, and Canada, as well
as in several Emerging Market Economies (EMEs)
such as China. A significant acceleration occurred
following the COVID-19 pandemic, which
underscored the importance of energy and food
resilience for national economies. In general,
industrial policy is defined as a policy undertaken
by a country to fransform its domestic economic
structure through various instruments, including
subsidies and specific regulatory facilities in

the fields of investment, market access, and
finance, targeting sectors or commodities
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designated as national priorities. Economic
considerations may be based on the need to
correct market failures, such as protecting infant
industries that are not yet able to compete
globally. Another commen consideration in

both advanced economies and EMDEs, is to
strengthen strategic competitiveness; climate
mitigation considerations are more prevalent
among advanced economies (Graph 4.1.). As for
targeted sectors, indusirial priorities in advanced
economies are predominantly high-technology
manufacturing, commaodities, energy and food, as
well as services (Graph 4.2.). In EMDEs, the sectors
targeted by industrial policies vary, ranging from
manufacturing te commaodities, energy, and
servicas, depending on technological readiness
and the availability of natural resources. These
developments demonsirate that industrial policy
can be pursued by a country to strengthen

its domestic economic structure in support of
higher and rnore resilient economic growth. Sudh
industrial policies must be Grefully formulated
in terms of sector selection, business model
development, investment and financang polices,
while taking into account the fiscal constraints
of the Government. Furthermore, industrial
policy must be accompanied by structural reform
policies to improve the investment climate,
enhance infrastruciure connectivity governance,
and advance financial market development

Graph 4.1. Industrial Policy: Economic
Considerations
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In Indonesia, to achieve higher and more
resilient economic growth, the Government has
launched real sector transformation policies
foausing on downstreaming and industrialization
as well as job creation. In line with the fifth
Mational Priority under the Asta Cita Vision,
downstreaming and industrialization are directed
at enhancing value-added and competitiveness;
increasing local content requirement (LCR),
strengthening finandng and investment; and
developing supporting infrastructure, For its
part, job creation is directed at developing local
human resources, fadlitating technology transfer,
and promoting economic eguity (Figure 4.4.),
Accordingly, the policy direction encompasses the
following aspects: (i) accelerating downstreaming
of indusiries based on primary natural resources,
alongside strengthening labor-intensive
industries with skilled workers, innovation-
driven technology, and export crientation; and
(ii) promeoting industrial agglomeration through
increased investment in priority special economic
zones as new growth centers to support
downstreaming acceleration. The objectives

are: (i) to increase value-added, productivity,

and competitiveness of the manufacturning
industry, with thetarget of raising the share of
Manufacturing in GDP from 18.67% in 2022 to
21.90% in 2029, and (i) to strengthen domestic
and global economic intagration, with the ratio
of Gross Fixed Capital Formation (GFCH rising

E)
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Figure 4.4. Real Sector Transformation Policies in the Asta Cita:
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Figure 4.6. Strengthening of Priority Manufacturing
Industries in the RPIMN
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technology industry strategy will focus on
resource-based products such as nickel, bauxite,
capper, tin, crude palm oil (CPO), and processed
rubber for indusinal use, The labor-intensive
industry strategy and regional flagship produrcts
will emphasize garments, sports shoes, as well
as selected plantation, agriculiural, and fishery
producis. The choice of strategy is based on
several factors, including technological adoption
capacily, the establishment of downstreaming
and industrialization value chains, and the
availability of exploration of the relevant natural
resource commeodities.

Danantara plays an important role both

in the implementation of business modeils

and in investment into downstreaming and
industrizlization projects of natural resources.
In determining priorities, Danantara considers
three main factors: the ability to generate
mpact on the national economy, the magnitude
of sustainable investment returns, and the
feasibility of realizing investment opportunities.
Based on these three considerations, Danantara
has identified eight priority sectors, namely:

(i} minerals, focusing on nickel and bauxite
commedities; (i) renewable energy, particularly
advanced oil and gas products; (i0i) digital
infrastructure, focusing on data centers; (iv)

health, through the development of plasma
fractionation facdilities and hospital supply
chains; (V) financial services, through assst
securitization and credit; (vi) facilities and
infrastructure, particularly waste processing

and mining infrastructure; (vii) development of
industrial estates; and (viii} food and agriculture
{(Figure 4.7 ). As previously highlighted, the
development of commerdally viable business
models in downstreaming and industrialization
across these pnority sectors is essential to atiract
investment, both from the Government through
Danantara and from private investors, domestic
and foreign alike.

Structural reform policies are critically important
to the success of industrial policies involving
downstreaming and industrialization of primary
natural resources and other national priority
sectors. Well-designed industrial policies
targeted at addressing market failures on the
production side can improve performance both
in prioritized sectors and at the aggregate level.
The experience of South Korea illustrates how
well-directed subsidies with clear objectives,
implementad under sound institutional
govemnance, can drive structural transformation
in sectors such as elecironics and automotive.
Mevertheless, it must be acknowledged that the
effectiveness of industrial policy depends heavily
on technological adoption capacity, institutional
capability and governance, as well as the
structure of market competition in the respeciive
country. This is why the success of industrial policy
requires, and indead depends upon, structural
policdes aimed at improving the investment
climate; fostering healthy business competition,
enhancing infrastructure connectivity (bath
physical and digital), and advancing trade and
investment polices (domestic and intermational)
pursued by the country concerned. Similar to
industrial policy, structural policy is undertaken
io overcome barriers to growth and productivity.
The difference lies in the scope, where structural
policy generates positive impacis across all
economic sectors, whereas industrial policy is
more narrowly directed at priority sectors, The
challenge, however, is that structural policy is
more difficult to implement dus to reliance on

ol
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Figure 4.7. Danantara’s Investment in 8 Priority Sectors
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government bureaucracy at both central and
regional levels. Accordingly, a combination of
structural reform policies and indusirial polices
can be an effective option. This approach

can be pursued by implementing industrial
policies to boost productivity, value-added,

and competitiveness of priority sectors within
special economic zones as growth centers, while
simultanecusly underfaking structural reforms to
improve the investment climate, infrastructure
connectivity, institutional governance and
bureaucracy, as well as innovation and research
development to accelerate technology adoption.
In this context, the development of several
Special Economic Zones (SEZs), such as Batang,
5e1 Mangke, and Weda Bay, as growth centers for
downstreaming and industrialization of natural
resources and ather priority sectors, represents an
appropriate policy step in combining industrial
and structural polides.

102!

Synergy to Enhance Economic
Financing

Synergy in enhancing financing is critically
important to support higher and more resilient
economic growth. As previously highlighted,
the capital and investment needed for real
sector iransformation programs, particularly
downstreaming and industrialization of

natural resources and other pricrity sectors, are
substantial and cannot be met solely through the
State Budget (APEN). Therefore, a clear national
financng strategy is required. In this regard,
total investment needs during 20252031 are
estimated to reach Rpb2l 54 thousand trillion,
rising from Rp6.88 thousand trillion in 2025

to Rp11.63 thousand trillion in 2031 (Graph
4.3). Of this amount, with budget allocations
focused on social programs and the fiscal deficit
capped at no more than 2% of GDP, investment
finandng from the APEN during 20252031 i=
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Graph 4.3. Projected Total Invesiment and
Sources of Finance: 2025-2031
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estimated at Ap3.15 thousand trillion (around
5.0%:). Meanwhile, investment financing from
Danantara is estimated to reach Rp5.84 thousand
trillion (around 2.2%) over the same period. The
largest contribution to meeting the investment
financing nieads is expected fo come from the
private sector, amounting to Rp53.56 thousand
trillion (around 85.6%) during 2025-2031 (Graph
d.4.). This represents the greatest challenge to
the successful implementation of real sector
transformation policies aimed at fostering higher
and more resilient economic growth. Addressing
this challenge reqguires the formulation of clear
business models, strong instituticnal govermance,

Graph 4.4. Projected Composition of Sources of
Invesiment Financing: 2025-2031
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and robust technological adoption capacity
within downstreaming and industrialization
programs, thereby ensuring commerciz| viability
io atfract private investment from both domestic
and foreign inyestors.

Policy synergy among the Government,
Danantara, the Financial System Stability
Committes (K55K), and Bank Indonesia must

be strengthenad to explore private financing
sources in order to meet the substantial
investment needs going forward. In this context,
consistent with the established financng pattemns
for business investment, around 59 25% of

total private investment needs (equivalent to
approxirnately Rp37.1 thousand trillion during
2025-2031) generally originate from internal
funds, including retained eamings and other
financing sources (Graph 4.4.). The next sources
of financing are foreign financing, either in

the form of foreign direct invesiment (FBI) or
external loans, accounting for around 10.37%
{Ap6.5 thousand trillion during 2025-2031),
additional bank creditffinancing at around
12.02% (Rp7 52 thousand trillion during 2025
2031), with the remainder sourced from capital
markets and non-bank financial institutions.

For new projects where internal financing
cantributions are more limited, the share of
investment needs met through bank credit/
financing and foreign financing will naturally be
larger. Accordingly, policy synergy to mobilize
financing from these four main sources, intemnal
funds, banking, FDI, and Government budget,
must be optimized to achieve high growth

in the next five years. The focus of synergy
should be directed at four key aspecis, namely:
optimal project financing structures; appropriate
financing sources; liguidity and hedging needs;
and financial education and literacy. The
feasibility of investment projects will determine
the optimal financing structure. The greater

a project’s commercial viabllity, the more its
financing structure can rely on private channels,
such as bank creditffinancing, bond or other
securities issuance in the domestic capital market,
or loans from foreign investors. Certain projects
generate commercial returns, enabling private
investment needs to be largely met by private
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sources, including internal funds, bank credit, and
foreign loans and investment. However, other
projects still require partial financing and fiscal
incentives from the Government to strengthen
their commercial viability, Such fiscal incentives
and/er other Government policies include tax
rates, interest subsidies, and policy certainty,
particularly during the grace period from the
construction phase to the initizl operational
stage. Once again, this underscores the critical
importance of improving the investment climate,
advancing bureaucratic reform, and conducting
thorough feasibility studies (Figure 4.8.).

Furthermore, synergy among the Ministry of
Finance, the Financial Services Authority (OJK),
the Deposit Insurance Corporation (LPS), and
Bank Indonesia is essential for coordination

in mobilizing financing sources from the
financial sector. Financing may take the form
af investment, credit, or issuance of boands and
other securities. Deapening the finanaal market
is aritically important to support financing of
the national economy, including enhandng
liquidity, ensuring competitive interast rates,
and providing hedging instruments for interest
rate and exchange rate risks. In this regard,
Bank Indonesia will continue to implement the
Money Market Deepening Blueprint (BPPU)

20252030, encompassing product development,
pricing, market participants, and infrastructure.
As explained in the previous chapter, during the
implementation of BPPU 20202025, average
daily transaction values in the money market
reached more than Rp54 trillion, while in the
foreign exchange market they exceeded USD10
billion per day. In addition, Bank Indonesia
continues to strengthen synergy with the

three institutions within the Financial Systam
Stability Committes (K55K) to formulate joint
measures in mesting required financing sources.
As previously highlighted, Bank Indonesia will
continue to optimize liguidity incentives (KLM)
to encourage bank creditffinancing to priority
sectors that support growth and job creation,
Beyond macroprudential policy coordination
with microprudential supervision to ensure
credit optimization and safeguard banking
systern risks, Bank indonesia’s synergy with OJK
also encompasses harmonization of regulations
governing bond issuance and fransaciions as
well as Commercial Paper, and harmonization of
licensing for financial markets, including inter-
market infrastructure and supporting professions
in the financal sector. In addition to fiscal policy
coordination with monetary and macroprudential
policies as previously described, Bank Indonesia’s
synergy with the Ministry of Finance also

Figure 4.8. Economic Financing Business Model
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extends o deepening the government bond
market and harmonizing taxation of financial
transactions in both the capital market and the
money and foreign exchange market Financial
market development synergy within the K55K
and with ministries/government agencies,
authorities, and market pariicipants continues
to be pursued to foster innovation in economic
financing instruments and hedging, including
debt instruments, interest rate and exchange
rate sywaps, and optimization of local currency
transactions (LCT).

Indonesia’s digital economy has enormous
potential to serve as a key driver of high
economic growth, both through investment
and productivity gains. In line with the National
Digital Economy Strateqy 2030, Indonesia is
focusing on developing digital infrastructure,
transforming the trade sector (including
MSMEs}, adopting technologies such as artificial
intelligence (Al), and providing efficient digital
government services. The overarching ohjective is
to significantly increase the value of Indonesia’s
digital.economy by 2030 and strengthen
national competitiveness through digital

Synergy to Accelerate National
Economic and Financial
Digitalization

Arreimrate Indonesias Digital Economic and Finandal Tremsformation. ™

innovation and collaboration. First, the digital
infrastructure strategy is being pursued through
the development of physical infrastructure such
as fiber optic networks, Base Transceiver Siation
(BT3) towers, and satellites, including 5atna and
low-=arth-orbit satellites, to ensure coverage
across all regions of Indonesia, including the
frontmost, outermost, and remote areas. Second,
digital transformation agoss sectors, particularly
irade, is being promoted by supporting MSMEs
to upgrade and integrate into a broader digital
ecosystem. Third, the adoption of innovative
technologies such as Al, doud computing,

and fintech 15 being accelerated to enhance
effidency and productivity. Fourih, the digital
government sirategy foauses on modemizing
public services to make them more accessible and
effident, while leveraging data for improved
decision-making. Fifih, the cybersecurity and
regulatory strategy aims to build a regulatory
framework that supporis digital innovation while
safeguarding consumers and national interests,
and to strengthen cybersecurity to create a secure
digital ecosystem. With the implementation of
the national digital economy strategy, Indonesia’s
digital economy is projected to surge from U5SD%90
billion in 2024 to as high as U5D360 billion

by 2030. Digital economy growth is expected

to contnibute significantly to Indonesia’s GDP

y
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in 2030, The advanced implementation of Al
is projected to further boost overall digital
economy growth.

Bank Indonesia will continue to accelerate the
digitalization of the payment system to support
the national Digital Economy and Finance and
promote high and indusive economic growth.
This will be achieved through the SPRI 2430
programs, including the development of payment
infrastructure (retail, whaolesale, and data),
indusiry restructuring, innovation development,
international cooperation, and the development
of Digital Ruptah. Bank Indonesia continues to
promote the payment system and financal sector
digitalization as a leverage point to enhance the
productivity of payment and financial services
for the economy. The growing adopticn of QRIS
and BI-FAST in serving the payment needs of
people across all segments demonstrates their
significant contribution to inclusive economic
growth. Likewise, digital banking services,
through online and mohbile banking, continue

to expand rapidly. Bank Indonesia will also
establish the Indonesia Digital Innovation Center
(PIDN) to sirengthen public digital literacy and
accepiance. The digitalization of the sodial
programs distribution and Government financial
transactions will continue to expand. Bank
Indenesia is also enhancing synergy in Anti—
Money Laundering; Countering the Fnancing
of Terrorism; and Countering the Financing of
Proliferation of Weapons of Mass Bestruction
(APU PFT PRPSPM]) with the PPATK, the OIK,
relevant ministries’government agencies, the
payment system and banking indusinies, as well
as international forums. Taken together these
will ensure the integrity and resilience of the
national payment ecosystem. Furthermore,
bilateral and international cooperation in cross-
border payment systems will continue to be
expanded, not only with ASEAN-5 countries

but also with lapan, China, South Korea, Saudi
Arabia, and India.

Synergy in International Trade
a and Investment Cooperation
Strengthening the effectiveness of trade and
investment cooperation with major partner
countries is essential to support the success of
real-sector transformation policies.™ Indonesia
has established economic cooperation at the
bilateral, regional, and multilateral levels to
enhance trade, investment, and economic
growth. At the regional level, Indonesia actively
participates in the ASEAN Free Trade Area (AFTA)
to strengthen economic cooperation within

the region. Bilaterally, Indonesia maintains free
trade agreements with key trading pariners.
With China, Indonesia has signed a strategic
memorandum of understanding for investment in
manufaciuring, renewable energy, and logistics.
This cooperation aims to atiract investment,
create jobs, and integrate MSMEs into global
supply chains. Cooperation with lapan includes
investments ir industrial sectors such as port
development and vehicle manufacturing,

as well as student exchanges in technology-
related fields. With South Korea, Indonesia

has established a special strategic partnership
focused on defense and trade; as well as the
Indonesia—Korea Comprehensive Economic
Partnership Agreement (IK-CEPA). Indonesia
also maintains cooperation with Australia in
free trade agreements and business parinerships
across various sectors such as infrastructure,
agnculture, and natural resources, Cooperation
with Switzerland covers trade; investment,
tourism, and development, with Switzerland
being one of Indonesia’s significant investors.
Indonesia’s regional and multilateral cooperation
also extends to the European Union,™ the
Intermational Monetary Fund {(IMF), the G20,
and the World Trade Organization (WTO). As
disassed earlier, US protectionist policies and
global economic polarization across countries are
expected to persist. Therefore, Indonesia’s trade
and investment cooperation should focus on

13 Further sxplamation on imestment and trade promotion syneroy o6
provided in Box 4.1, Synergy m investment snd Trade Promotion
Strengthen the Eonomy.

14 Addivonal detaiis on Indonesz—Eil cooperation Lan be found
Boa 42 Cooperation undar the [EL-CEPA- A Srategy to Strengthen
IteErmatinmal Trade Policy
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major bilateral and regional partners that offer
the most significant strategic benefits, while
continuing to advocate multilateral cooperation.
Mareover, such bilateral and regional
cooperation is essential to support Indonesia’s
interests in trade and investment reiated to
natural resource downstreaming programs and
their financing needs. This includes cooperation
to expand the use of local currencies {Local
Currency Transactions, LCT}), advance financial
market deepening, and sirengthen cross-border
digital payment cooperation to fadlitate bilateral
and regional trade and Invesiment.

Owerall, the five national economic pelicy mix
strategies described sbove can foster higher and
more resilient economic growth. The positive
mpact on economic grewth may denve both
from demand-side stimulus (aggregate demand)
as well as from strengthening national supply
capacity (aggregate supply). In particular,
significant growth gains in terms of capital,
labor, and productivity may result from the
mplementation of national strategic projects,
including 79 projects on connectivity and

Indonesia’s Medium-Term
Economic Outlook

- Therusard |siands Powrsm Arss

4 Prudntinl Direct?

regional development, B0 projects on housing,
water resources, energy and food, 52 projects
on business enhancement, downstreaming

and industrialization, and 7 projects on human
resource development™ (Figure £.9.). The extent
to which growth can be improved will depend
upon the speed, accuracy, and effectiveness of
implementation. In this regard, three scenarios
can be simulated. First, the “"Baseline” scenario,
involving implementation of carry-over
projects, ongoing projects, and those already
groundbreaking. Second, the "Optimistic™
scenario, which refers to the Baseline scenario
plus the implementation of new projects

that have not yet commenced or reached
groundbreaking, characterized by relatively low
costs and potential for faster finandng, induding
funding from the State Budget (APBN). Third,
the "Super Optimistic™ scenario, which builds
on the Optimistic scenario by adding projects
that have not yet commenced or reached
groundbreaking, but characterized by relatively
higher costs and longer financing timelines,
largely funded through private investment from

1% Furthier elaborstion on the sgmificent contnbutions of capital
Isbror, and productrnty growth & presenied in Box 4.3, Opomizmo
Netional Strategic Programs to Acceferates Boonomic Growthy
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both domestic and foreign sources. The scenario
levels also reflect the intensity of structural
reform policy implementation, which is sironger
in each successive scenario. Structural policies
are reflected in: (i) enhancing "Productivity”
through accelerated infrastructure development,
strengthened research and development
capacity, technology adoption, and improved
market efficiency; (ii) strengthening "Capital”
through improvements in the investment climate,
increased foreign direct investment (FDI) and
domestic investment, and suppuort for capital-
intensive sectors; and (1ii) improving "Labor”
quality through better access to and quality of
education, higher laber force participation, and
creation of formal employment opportunities,

The three scenarios described above @an

foster higher aconomic growth going forward,
albeit with different levels of achievemeant.

As mentioned, the key lies in the speed

and effectivenass of implementing various
Government and private sector’s programs

and projects that can promote growth from

the demand side through consumption and
investment, as well as from the improvement in
national economic capacity. The five agendas of
national economic transformation polides are
interrelated and mutually reinforcing in terms
of increasing investment and capital, absorbing
laber and raising household income, as well as
improving productivity and economic efficiency.
This will be refiected in fising productivity growth
(Total Factor Productivity/TFP), with the largest
increase ocourring under the Super Optimistic
scenario compared with the other two scenarios
(Graph 4.5.). In other words, with the same level
of capital investment and labor absorption,
economic growth cutcomes will be higher. To
achieve high economic growth, a balance must
be maintained between apital-intensive sectors,
which enhance economic capacity (aggregate
supply side), and labor-intensive sectors, which
increase income and censumpltion (aggregate
demand side). Likewise, the Incremental Capital-
Output Ratio (ICOR) will decline, with the largest
reduction under the Super Optimistic scenario

m
.

Graph 4.5. Projected Productivity Growth:
2025-2031
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compared with the other two scenarios (Graph
d.0.). A lower ICOR indicates greater efficiency in
the national economy, as achieving high growth
reguires a smaller amount of investment.

The increase in Total Factor Productivity (TFP) and
the dedine in the Incremental Capital-Output
Ratio (ICOR) resulting from the implementation
of the national economic transformation policy
mix will jointly enhance the achievement of

high and resilient growth while maintaining
macroeconomic stability. The economic growth,

Graph 4.6. Prajected ICOR Dedline: 2025-2031
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which is projecied at around 4.7-55%, in

2025, is expected to increase to 4.9-57% in
2026 and 5.1-5.9% in 2027 (Table 4 2 ). With

the implementation of the national economic
transformation policy mix, economic growth in
2031 under the “"Baseline” scanario, estimatoed at
5.6-6.4%, s projecied to rise to 6.1-6.9% under
the "Optimistic™ scenario and even higher to
6.9-7.7% under the "Super Optimistic” scenario.
Price stability will be maintained, with inflation
remaining under conirol within the range of
2.5+1%, while the current account balance

will remain low, at around a defict of 0.4% 1o

a surplus of 0.4% of GDP in 2021. Indonesia’s
internial and external economic stability can

be maintained through the strengthening of
aggregate supply capacity, which will meet the
rising demand under the national economic
transformation policy mix. Bank creditffinancing
is expected to grow optimally at around 12-16%
per vear. Fscal deficits will alse remain contained
at below 3% of GDP. consistent with Indonesia’s
established credibility.

Ac a note, the simulation of economic
performance outcomes resulting from the
implementation of the national economic
transformation policy mix must be continuously
evaluated in line with evolving dynamics and
the necessary policy mix responses. Several
assumptions underpin this simulation. Hrst,

global economic growth is assumed 1o slow

from 3.1% in 20225 to 3.0% in 2030, with the

US monetary policy rate dedining from 4.0%

io 2.5%. This assumption may change with

the continuation of tariff policies by the U5
Government under President Trump. The rapidly
changing geopoelitical and global econemic
dynamics could affect Indonesia’s economic
stability and growth outcomes. Second, in
addition to the Government's sirategic programs
under Asia Crta, the role of the private sector,
including large corporations, MSMEs, the creative
econamy, services, digital financial economy,

and tourism, is critically important as drivers

of economic growth and job aeation. In this
regard, improving the investment climate,
developing infrastructure, and ensuring business
cartainty are key to fostering economic growth
and employment. Equally important is the
preservation of macroeconomic and financial
system stability, which has established credibility
for Indonesia’s economic performance recognized
internationally. In this context, close coordination
among Government policies, Bank Indoneasia
policies, and Financial System Stability Commitiee
(K55K) policies in responding to rapidly changing
geopolitical and global economic dynamics is a
prerequisite and foundation for the succass of
the national economic transformation policy

mix in achieving high and sustainable economic
growth toward Golden Indonesia 2045,

Table 4.2. Indonesia’s Economic Projections 2025-2031

Economic Growth Be, you! 4755 4957 5159 5.6-5.4 6.1-569 6077
CP Inflation B, yoy 292* 2521 25=1 251 251 25+1
Current Account % GDP b3 to-05 0.1 ta -0.9 fD410-1.2 02 w06 03 to-0.5 04 to-04
Credit Growth e, wory 9.69* B-12 813 10-14 11-15 12-16

Note: *represant actial valuss
Source: BPS, Bank Indonesia, Bank Indonesia’s Projection
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Synergy in Investment and Trade Promotion to
Strengthen the Economy

Bank Indonesia works in close synergy

with ministries and government agencies

in shaping 2conomic actors’ perceptions

of Indonesia’s economic outlook through
the linkage of the Investor Relations Unit
{(IRU), Regional IRU (RIRU), and Global IRU
{GIRU}. This synergy is complementad by

the fadlitation of investment and trade
promotion through IRU at the central level,
RIRU at the regional level, and GIRU at the
intermmational level. This is made possible

as Bank Indonesia operates 14 Domestic
Representative Offices (serving as RIRLY)

and five Overseas Representative Offices
(serving as GIRU). RIRU plays a role in building
ralationships with project and product owners
in the regions, providing education, and
preparing potential projects and products.
Meanwhile, GIRU plays a role in establishing
relationships with investors, trading partners,
international financial institutions, as well

as government representatives and business
associations abroad

Promotion through the IRU-RIRU-GIRU
linkage is guided by three core principles.
First, “Synergizad”, meaning symergy

across institutions to enhance promotion
effectiveness. This synergy is achieved through
strengthened collaboration between Bank
Indonesia, local governments, ministries

and agencies (including the Ministry of
Foreign Affairs, Ministry of Investment/
Indonesian Investiment Coordinating

Board, and Ministry of Trade), as well

as Indonesian representatives overseas
(Indanesian Embassies, Consulates General,
Indonesia Investrent Promotion Centers, and
Indonesia Trade Promotion Centers), Second,
"Targeted”, meaning facilitation programs
focus on priority subsectors and key pariner
countries with large investment value or those

110!

that have trade and financdial agreements
with Indonesia. Third, "Outcome-Oriented”,
meaning that sirategies are directed
toward prospective investors and buyers
with strong fransaction potential and high
imterest in Indonesian investment prejects
and M5SME products.

Throughout 2025, Bank Indonesia actively
organized and participated in various
investment and trade promotion facilitation
activities, which will continue in 2026. Bank
Indonesia participated in several events in
Asia, Australia, Europe, and the United States.
Bi also showcased MSME products and held
business forums at the Indonesia Pavilion
during the World Expo Osaka, Japan. Bl
likewise participated in the ASEAN Conference
2025 in S5ingapore and Shoppe Object 2025

in New York, USA, Investment promotion
efforis delivered concrete outcomes, including
investment agreements for the Hoating Solar
Power Plant project in Lampung; a Wasie
Management System in South Kalimantan;
the Bolaang Mongondow Refuse Derived
Fuel project in North Sulawesi; Solar Power
Plant and Wind Power Plant projects in West
Java; and a Mini Hydro project in Bangkulu.
Meanwhile, trade promotion achievements
included coffee bean experts and spice
purchase contracts from Japanese buyers,

as well as export contracts secured during

the Food Hotel Asia exhibition in Singapore.
These various activities will continue in

2026 to atiract more investors and promotie
products from Bl-assisted MSMEs. Going
forward, the IRU-RIRU-GIRU linkage will also
focus on promoting green industries and
sustainable products, in line with the global
shift in investor and buyer preferences toward
the green economy,
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Cooperation under the IEU-CEPA: A Strategy to
Strengthen International Trade Policy

Global trade challenges arising from the
imposition of US tariffs have encouraged

the Government to take a more active role
in-advancing bilateral trade cooperation
with leey partner countries, including the
Indonssia—European Union Comprehensive
Economic Partnership Agreement (IEU-CEPA).
Im this regard, the Government of the Republic
of Indonesia and the European Union signed
the IEU-CEPA on 23 September 2025, with
implementation targeted for 2027 after
securing approval from the EU's 27 member
states and completing Indonesia’s ratification
process. Authorities in Indonesia and the
European Union expect trade and investment
flows {o increase as the IEU-CEPA comes info
force. The agreement has a broad scope,
covering trade in goods, rade in services,
and investment

The commitments on trade in goods under
IEU-CEPA include both tariff and non-tariff
provisions aimed at strengthening national
export performance. On tariffs, Indanesia.and
the EU have agreed to eliminate tariffs on
08% of Indonesia’s export products, reducing
duties to 0%. Approximately 80% of products
will enjoy immediate tariff elimination once
the agreement becomes aeffective, while the
remaining tarff reductions will be phased

in over time: Tarifi removal also applies to
Indonesia’s major export produds, including
palm oil, textiles and textile products,
fisheries, footwear, apparel, and accessories.
On non-tariff measures, both parties agreed
to simplify expori—import procedures and
strengthen cooperation between customs
authorities. The IEU-CEPA is expected to
enhance Indonesia’s export competitiveness
through expanded market access. In 2024,
Indonesia—FU trade reached USD30.1 billion,

generating a USDAS billion surplus for
Indonesia. Indonesia’s trade surpius further
increased to USD5.7 billion as of September
2025 (Graph B4 2.1).

In line with these commitments; Indonesia
and the EU also agreed to expand market
access in several strategic services sectors,
including financial services and professional
services. In financial services, Indonesia
secured market-acces commitments covering
msurance and insurance-related services as
well as banking and other financial services.
These commitments span all four modes

of service supply: mode 1 (cross-border
supply), mode 2 (consumption abroad),

mode 3 (commercial presence), and mode 4
{movement of natural persons). This expanded
market access opens new opportunities

for Indonesian finandal-services players to
operaie in Europe. The European Union also
offers a sizeable market for professional
services, such as architecture, engineering,
and information and computer technelogy.

Graph B4.2.1. Development of the Indonesia-
European Union Trade Balance
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Through a Mutual Recognition Arrangement
{MRA), the professional qualifications of
Indonesian workers may be recognized in

EU member states.

The IEU-CEPA provides investment certainty
for businesses in Indonesia and the European
Union. The agreement opens market access
and ensures equal treatment for businesses
from both parties. It also governs investment
protection, regulatory transparency related
to requirements and licensing, as well as
dispute-setilement mechanisms. These
provisions are expected to provide legal
certainty and strengthen investor confidence.
On one hand, the investment arrangements
under IELLCEPA may increase foreign capital
inflows, fadlitate technology transfer, and
create employment opportunities. On the
other hand, Indonesia needs sirategies

to protect domestic businesses and
strengthen the capadcty of local industries to
penetrate the EU market

The signing of the |IEU-CEPA is a strategic step
to promote Indonesia’s forsign investment
and trade cooperation amid elevated global
uncertainty driven by ongoing geopolitical
tensions. A key aspect to underline is that
the full potential of the IEU-CEPA will

anly materialize if Indonesia can utilize it
optimally. In the short term, cudial steps
include completing the ratification process
and intensively disseminating information to
businesses. Inthie medium term, struciural
reforms o create 2 more conducive

business dimate are essential to enhance
productivity and competitiveness, enabling
Indonesia to fully apture the benefits of
the [EU-CEPA. This, in turn, will strengthen
Indonesia’s participation in the Global Value
Chain. Optimal utilization of the IEU-CEPA

is expected to suppoert high-quality and
sustainable national econamic growth, while
creating employment and serving as a new
source of economic xpansion.
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Box Optimizing National Strategic Programs to

4.3.

The implementation of National Strategic
Projects {(P5N) as part of ral-sector
transformation plays a critical role in
strengthening Indonesia’s long-term
economic potential. Conceptually, the rise in
potential economic growth can be explained
through the Solow Growth Model. Under this
framework, the main sources of growth are
capital, productivity, and labor—each assumed
to operate under full employment within

the production process. The Solow mode| is
commonly represented using a Cobb-Douglas
production function:

Yt = A, Kz“L"E_“

where 1t - Total output in period t

K - Capital in period t

Lt - Labor in period t

Ay : Productivity in period ©
[t - Capital share of income

Based on the Solow Growth Model, the
composition of Indonesia’s growth sources
nesds to be strengthened in 2 more
balanced manner. Over the past 50 years,
Indonesia’s economic growth has been
driven predeminantly by capital and labor—
which jointly account for more than 38%

of total growth—while the contribution of
productivity, reflecting economic efficiency,
remains below 2% (Bappenas, 2025).
Furthermore, Indonesia’s 2024 economic
growth of 5.03% (yoy) continued to rely on
relatively modest contributions from capital,
productivity, and labor (Economic Report on
Indonesiz, 2024). This condition Is expected to
persist in 2025. Consequently, contributions
from capital accumulation, productivity
enhancement, and labor quality to overall
economic growth need to be strengthened.

Accelerate Economic Growth

To boost Indonesia’s long-term growth
potential, the key drivers of growth must be
reinforced through economic-transformation
policies. Studies such as Juhro and Trisnanto
{2018} highlight that Indonesia’s growth
strategy should concentrate on strengthening
production-factor inpuis. First, strengthening
capital through the creation of new sources
of economic growth. Second, strengthening
labor through improving human-capital
guality. Third, increasing productivity through
techinological advancement and innovation.
In this context, the Government is advancing
national economic transformation through
various National Strategic Projects (PSN). Of
the 228 PSN implemented by the Government,
142 projecis are designed to enhance capital
formation, 79 projects aim to strengthen
productivity, and 7 projects focus on
axpanding labor growth.

In theory, the implementation of National
Strategic Projects (PSN) will boost economic
growth while maintaining macroeconomic
stabliity. These strategic projects expand
economic capacity by strengthening capital,
productivity, and laber. Consequently,
potential output increases in the medium to
long term, consistent with the Solow Growth
Model. The Aggregate Demand-Aggregate
Supply (AD-AS) framework can also be

used to illustrate how PSN affects economic
growth through adjustments in aggregate
demand and supply, and its implications

for inflation (Fgure B4.3.1). In the early
stage of project implementation, increased
investment required for project development
shifts the demand curve to the nght, raising
output and generating upward pressure on
prices. Subsequently, as strategic projeds
begin operating and expand the capital
stock, enhance labor absorption, and boost

13
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productivity, the aggregate supply curve

also shifis to the right. This supply-side shift
creates a new equilibrium with higher output
and lower price pressures, thereby keeping
inflation under comirol.

Strengthening the supply side through
productivity gains, capital accumulation,

and labor improvements leads to 3 more
efficient economy in the medium term.
Studies by the IMF (2015) and the World Bank
(2020, 2022) show that more than half of
medium-term growth variation is explained by
mmprovements in productivity—particularly in
countries undertaking substantial investments
in infrastructure, logistics connectivity, and
human-capital quality. In the context of PSN,
capital strengthening is reflected in expanded
manufacturing activity, downstreaming and

Fgure B4.3.1. Aggregate Demand-Aggregate
Supply (AD-AS) Curve — llustration of

PSN implementation and Hs Impact on
Potertial Output and Inflation
Price Al RS- 208,
AD 20262027

= =

Source: Bank Indenpsiz

GDP

industrialization, and the development of
housing, water resources, energy, and food
infrastructure. Improvements in productivity
come from enhanced connectivity and spatial
development, incuding digital infrastructura.
Labor enhancement is achievad through
progress in human-capital development.

National S5trategic Projects that strengthen
productivity, capital, and labor not only

raise economic growth but also reinforce
macroeconomic stability and external
resilience. An inoease in potential output—
driven by productivity, capital formation, and
labor—supports a patiern of growth that is
relatively non-inflationary, as highlighied by
IME{2015) and Borio (2014}, From the external
side, productivity gains and larger production
capacity enhance export competitiveness and
reduce import dependence. This contributes to
an improvement in the current accourit (CA)
balance over the madium term. A stronger
A boosts external resilience by increasing
foreign-exchange reserves and lowering risk
premiums, which support exchange-rate
stability, A strengthening CA position also
signals an improving savings-invesirment gap,
thereby reducing reliance on volatile external
finandng. Waorld Bank (2027 further shows
that economies with productivity-driven
growth tend to rely less on volatile extemal
capital flows and are better able to finance
investment through domestic sources and
long-term capital inflows,



CHAPTER 5

DIRECTION OF BANK INDONESIA
POLICY MIX IN 2026: FOSTERING
GROWTH, MAINTAINING
STABILITY

Bank Indonesias policy mix in 2026 will continue to be directed toward fostering economic
growih whife maintaining stability. Monetary policy will be onienfed toward siriking a
balance between safeguarding stability and considering the space to aiso suppori econamic
growth (pro-stability and growth). Meanwhile, macroprudential policy, payment system
policy, money market and foreign exchange market deepening, MSME and sharia economic
and finandal development, as well as international policy, will be directed toward supporiing
econamic growth (pro-growth). Bank Indonesia will also continue fo strengthen synergy and
coordination with the Government and the Finandal System Stability Commitiee (K55K),

as well as with the finandal indusiry, business community, and asodations. Instiiutional
transformation programs will also be further reinforced, consistently prioritizing the principles
of good governance and professionalism.

——
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Bank indonesia’s policy mix in 2026 will remain
directed toward supporting economic growth
while maintaining stability. This policy stance is
basad on the assessment that Indonesia’s economic
and financial cycles are still operating below
potertial and sxpected to approach optimal

levels around 2027-2028. From an economic cycle
perspective, this is reflected in inflation projections
that remain confrolled within the 2.5£1% target
range in 2026 and 2027, alongside economic
growth that is still below national output capadty,
estimated at 4.9-5 7% and 5.1-5.9% during

the same period, as previously outlined. From

a financial cycle perspective, this is indicated by
strong financial system stability and credit growth
that remains below optimal levels, projeciad

at 8-12% in 2020 and 5-13% in 2027, Synergy
between Bank Indonesia’s policy mix, Government
policies, and coordination within the Financial
System Stability Committee (K55K) wll continue
to be strengthened to drive higher and more
rasilient economic growth while safeguarding
macreeconomic and financial system stability
toward Golden Indonesia

This policy direction underpins Bank Indonesia's
monetary, macroprudential, and payment system
policies in 2026, in line with its mandate under
the Bank Indonesia Act. With inflation projectad
to remain low in 2026 and 2027, monetary policy
in 2026 will be directed at optimizing room to

Bank Indonesia’s policy mix in 2026
will continue to be directed toward
fostering economic growth while
maintaining stability

support economic growth {pro-growth) while
maintaining Rupiah exchange rate stability (pro-
stability), particularly amid pralonged global
uncertainty (Figure 5.1.). Macoprudential and
payment system policies will remain focused

on fostering higher economic growth (prio-
growth). Macroprudential policy will remiain
accommodative to encourage bank lending

and financing, particularly to priority sectors
that drive economic growth and job creation in
line with the Government's Asta (ita program,
including MSMEs, economic incusion, and green
finance. Payment system digitalization will
continue to be accelerated in accordance with
the Indonesia Payment System Blueprint (BSPI)
2030, fecusing on: strengthening infrastructure
(retail, wholesale, and data); industry
consolidation, innovation and acceptance,
international cooperation; and development

of the Digital Rupiah. The monetary,
macroprudential, and payment system policy mix
will be supported by accelerated money market
and foreign exchange market deepening under
the Money Market Development Blueprint (BPPU)

Figure 5.1. Direciion of Bank Indonesia Policy Mix in 2026

AND GROWTH

-

Source’ Bank Indonesks
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2030 to enhance monetary policy transmission;
to develop a modern secondary market aligned
with international standards; and to expand
instruments for economic financing. Programs
to promote inclusive economic and financial
development, incduding MSMEs and the sharna
economy and finance, will also be expanded.
Bank Indonesia will continuously calibrate its
monetary, magoprudential, and payment system
policy mix in response to evolving global and
domestic economic dynamics.

a Direction of Monetary Policy

Bank Indeonesia’s monetary paolicy in 2026 will be
directed toward achieving the inflation target
and maintaining Rupiah exchange rate stability,
while optimizing paolicy space to support higher
economic growth. As explained above, with
inflation projecied to remain within the target
and growth remaining below potential, there

i5 still room for further monetary policy easing
beyond the measures implemented in 2025

to bolster economic growth. Nevertheless, as
discussed in Chapter 1, elevated global economic
uncertainty is expecied to persist in 2026. This
will be driven by the impact of US tariff policies
and global geopolitical developments; the
slowing and broadening of global economic
fragmentation,; high debt and interest rates in
advanced economies; heighitened vuinerabilities
and risks in giobal financial markets; as well

as the increasing prevalence of private-sector
issuance and trading of ayptoarrencies

and digital finandal assets. This high level of
global uncertainty must centinue to be closely
monitored and addressed with appropriate
policies to safeguard Indonesia’s external
resilience and mitigate its potential adverse
impacts on domestic economic stability and
growth. Volatility in foreign capital flows and
pressures on the exchange rate are expecied to
cantinue in 2026, requiring Bank Indonesia to
maintain its monetary policy focus on Rupiah
exchange rate stabilization to mitigate their

negative impact on national economic stability.
To maintain Rupiah exchange rate stability,
meonetary policy in 2026 will continue to be
implemented in a consistent, prudent, and well-
calibrated manner, in line with evolving global
and domestic economic dynamics, to achieve the
inflation target while utilizing available space
to support higher economic growth in 2026 and
2027.

The direction of Bank Indonesia’s monetary
policy in 2026 for stability and economic

growth will be implemented through four

core instruments (Figure 5.2.). Firsi, an interest
rate policy that is forward-looking and pre-
emptive to achieve the inflation target set

by the Government, while optimizing policy
space 1o support higher economic growth,
Second, monetary liquidity expansion through

a pro-market monetary operations strategy

io sirengthen the effectiveness of policy
transmission from the Bl-Rate reduction to bank
lending rates and to accelerate the deepening of
the money and foreign exchange markets. Third,
Rupiah exchange rate stabilization to safeguard
Indonesia’s external stability from the spillover
effect= of global uncertainty. Fourih, maintaining
adequate foreign exchange reserves to support
Rupiah exchange rate stabilization and the
Government’s external debt payments, supported
by the management of foreign axchange flows in
line with international standards. Bank Indonsasia
will continue to strengthen monetary and

fiscal policy eoordination with the Government
to achieve the inflation target, maintain
macoeconomic stability, and drive higher and
more resilient growth.

Concerning the first core policy, Bank Indonesia’s
interest rate policy will continue to be directed
in 2 forward-looking, pre-emptive manner

to achieve the inflation target set by the
Government, 2.5+1% in 2026 and 2027, while
optimizing space for further monetary policy
easing to support higher economic growth.

As explainad elsewhere in this report, in line



ECONOMIC REPORT ON
INDONESIA 2025

Figure 5.2. Direction of Bank Indonesia Monetary Policy in 2026
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with low inflation and the nesd fo support
stronger economic growth, Bank Indonesia
reduced the Bi-Rate six times by a total of 150
bps, from 6.25% in Septemnber 2024 to 4.75%

in September 2025, the lowest level since 2022,
In addition, during the Board of Governors
Meeting (RDG) on 1617 September 2025, Bank
Indonesia also decided to lower the Deposit
Facility rate by a larger magnitude. namely by
50 bps to 3.75%, to further encourage banks to
utilize liguidity easing to support the real sector.
Going forward, considenng the continued low
inflation projections for 2026 and 2027 within
the 2 5+1% target range, and in line with the
collective efforts to promote higher economic
growth, Bank Indonesia views that there remains
room for further Bl-Rate reductions. WHilization
of this additional room for Bl-Rate redudctions
will be based on assessments of evolving data
and conditions {data-dependent), particularly
considering the need to maintain Rupiah
exchange rate stability amid the prolonged
global uncertainty. Bank Indonesia will also
continue to take measures to strengthen the
transmission effectiveness of Bl-Rate reductions;
particularly in lowering bank lending rates.

18
"

As explained in Chapter 3, the Bl-Rate cuts

have been followed by significant declines in
INDONIA rates in the money market and yields
on Government Securities (SBN) across all tenors,
thereby increasing transactions, efficiency,

and the depth of domestic finandal markets
However, the dedline in bank deposit rates
remains slow due to the still-high large depositor
special rates. Similarly, the decline in lending
rates has been limited, partly due to elevated risk
premia and overhead costs in bank. In addition
to reducing the Bl-Rate and continuing monetary
liguidity expansion, Bank Indonesia is also
maintaining close coordination with the Finandal
System Stability Commitiee (KS5K) to strengthen
the transmission effectiveness of lower policy
interest rates in order to promote higher cedit
growth and stronger economic growth,

As for the second core policy, monetary liquidity
expansion through a pro-markst monetary
operations strategy will be further strengthened
to enhance the effectiveness of intemest rate
transmission and accelerate the deepening of the
money and foreign exchange markets. Liguidity
expansion through the monetary program is
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directed to ensure that liquidity conditions
align with the aptimal requirements of the
money market and the broader economy. Its
magnitude is determined based on projections
of Reserve Money (M) and broad money (M1
and M2), consistent with forecasts of relevant
economic indicators, while taking into account
other factors such as developments in foreign
capital flows (Net Foreign Assets, NFA) and the
Government's financial operations (Net Claims
on Government, NCG). Based on this monetary
program, Bank indonesia conducts monetary
liquidity expansion through monetary operations
by optimizing the interest rate structure and
volume of all available instruments, including
SRBI, SUKEI, 5VBI, and SUVBL In 2025, for
example, monetary liquidity expansion by end-
2025 was reflected in a decline in 5RBI volume
of Rp186.07 trillion, accompanied by a decrease
in the SRB! interest rate for the 6-month tenor
by 231 bps to 4 85%. Under the same monetary
program, Bank Indonesia also expanded
monetary liquidity through secondary market
purchases of Government Securities (SBN).

In 2025, as previously noted, Bank Indonesia
purchased SBN amounting to Rp332. 14 trillion up
to 31 Becember 2875, with yields on 2-year and
10-y=ar 5BN declining by 197 bps and 119 bps o
4.99% and 6.07%, respectively, thereby helping
reduce the Government’s 5BN interest burden in
the State Budget (APEN). Going forward, Bank

'\?"!

—aAh—

—
[

Indonesia will continue to expand monetary
liquidity in line with the 2026 monetary program,
both through all available monetary instruments
and through secondary market purchases of SBN,
supparted by cdose policy coordination with the
Government's fiscal authorities.

Bank Indonesia will also continue 1o optimize
its pro-market monetary operations strategy to
strengthen further the effectiveness of Bl-Rate
transmission to the financial sector, as well as
to maintain overall market and financial system
stability. The strengthening of the pro-market
monetary operations sirategy will be carried
out through four key measures. First, optimizing
repo and DNDF transactions by invelving banks
that utihize the Central Counterparty (CCF)

to strengthen transaction risk mitigation and
enhance market effidency. Secand, developing
the Cvernight Index Swap (OI5) market through
the issuance of Floating Rate Notes (BHFRN) and
015 matchmaking for tenors beyond overnight
to establish an interest rate structure based

on actual money market transactions. The
development of the OIS market is necessary
because the use of JIBOR as a reference rate
will be discontinued in 2026. This forms part

of efforts to improve domestic money market
pricing. Third, expanding the underlying repo
instrurments in Bank Indonesia’s monatary
operatians to include other high-gquality securities

»
N
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issued by Government established financdial
institutions to support Government programs for
public welfare. Fourth, broadening the invesior
base for Bank Indonesia Sukuk (SUKEI to allow
ownership by banks and non-banks, including
residents and non-residents, to strengthen the
monetary instrument and atiract apital inflows.
These measures are intended to strengthen the
effectiveness of monetary policy transmission and
aczelerate financial market deepening.

Third, the Rupiah exchange rate stabilization
policy will continue to be implemented to
safeguard Indonesia’s external resilience

from the impact of global volatility, thereby
contributing positively to sustainable economic
stability and growth. Fundamentally, the Rupiah
should strengthen and move stably, consistent
with low inflation, attractive yvields on domestic
finandial assets, and relatively strong domestic
economic growth. Nevertheless, as explained m
Chapter 1, elevated uncertainty in the global
economy and financial markets has increased the
risk of porifolio outflows from EMEs and exeried
pressure on various global currencies, induding
the Rupiah. Consequently, Rupiah exchange
rate stability must continue to be maintained

to protect Indonesia’s external resilience from
these global shocks. Rupiah stability is also
impartant for maintaining controlled inflation,
particularly imported inflation, and for ensuring
business certainty to support economic growth.
Rupiah stability s also crucal for preserving the
Government’s fiscal performance, particularly in
mainitaining the attractiveness of SEN yields for

State Budget (APEN) financing needs. In addition,

Rupiah stability is aitical for safeguarding the
finandial system stability, particularly against
exchange rate risks that affect the balance
sheets of both banks and corporates, while alse
supporting confidence among businesses and
the public. To this end, the Rupish stabilization
measures implemented by Bank Indonesia to
date will be continued in 2026. Exchange rate
stabilization will be conducted through foreign
exchange interventions in both offshore markets
(ofishore NDF} and the domestic market (spot,

m
.

The direction of monetary policy in
2026 to safeguard stability and foster
economic growth will be pursued
through four main instruments,
namely interest rate policy, monetary
liquidity expansion, Rupiah
axchange rate stabilization policy,
and adequacy of foreign exchange
reserves

DNDF, and secondary market transactions in
Government Securities/SBN). The offshore NDF
interventions conducted since early Apnil 2025 to
mitigate the negative impact of US tariff policies,
executed continuously across Asian, European,
and U5 markets through Bank Indonesia’s
overseas representative offices, have proven
effective and will therefore continue to be
implemented to stabilize the Rupiah exchange
rate. In addition to the significant influence of
offshore Hupiah movements on onshore markets,
NDF interventions are more efficient because
they normally require relatively minor volumes
and do not involve actual fund transters, thus
exerting minimal impact on foreign exchange
TEEEFVEs,

Fourth, the adequacy of foreign exchange
reserves will be maintained to support

Rupizah exchange rate stabilization and the
Government’s external debt payments, and
reserves will be strengthened through the
management of foreign exchange flows in line
with intemnational standards. Foreign exchange
reserve adeguacy will continue to be enhanced
through Balance of Payments surpluses,

foreign exthange monetary operations, and
optimization of reserve management. In this
regard, the optimization of forelgn exchange
reserve management will continue to be
reinforced through the implementation of
Strategic Asset Allodation (SAA) to achieve
optimal investrent returns while meeting
liguidity needs for the Government's external
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debt payments and Rupiah exchange rate
stabilization policy. In addition to placing
reserves in high-guality financal asseis with low
exchange rate risk, gold purchases will also be
conducted in a safe, gradual, and well-calibrated
manner. Bank Indonesia will also continue to
optimize the expansion of foreign exchange
placement instruments for Foreign Exchange
Bxport Proceeds from Natural Resources

{DHE SDA) to support the implementation

of Government Regulation No. 8 of 2025,
Bilateral cooperation with several central banks,
including Malaysia, India, and China, has been
established to utilize swap arrangements and
bilateral purchases of Government Securities
(SBN) in reserve management. Intermational
cooperation is likewise being sirengthenead,
including multilateral collaboration with the

BlS for foreign reserve management, bilateral
swap arrangements with seyeral central banks
including the United 5tates, Japan, China, and
ASEAN, as well as regional cooperation under
ASEAN+3 (China,; Japan, and South Korea) within
the Chiang Mai Initative Multilateralism (CMIM)
framework to enhance the Regional Financial
Arrangement (RFA) in Asia. As a follow-up to
the P2SK Act, Bank Indonesia has also issued 3
Bank Indonesia Regulation governing foreign
exchange flow management to strengthen
Indonesia’s external resilience, consistent with the
open foreign exchange system and international
standards in line with IMF guidelines. The
regulation covers the management of foreign
exchange flows under normal conditions, under
pressure, and in crisis conditions, as well as the
caordination mechanism among Bank Indonesia,
the Government, and the KSSK to safeguard
macreeconomic and financial system stability.

Policy coordination between Bank Indonesia’s
monetary policy and the Govermnment's fiscal
policy eontinues o be strengthened to reinforce
extarnal resilience against global shocks, control
inflation, and promote sustainable economic
growth. Coordination to safeguard external
resilience against global spillovers is carried out
by aligning Bank Indonesia’s monetary operations
for Rupiah exchange rate stabilization with the

Government's issuance of Government Securities
{S8N) for fiscal financing in both domestic and
global markets, from the annual planning stage
through ongoing implementation. Coordination
for inflation control, particularly volatile food
and administerad prices, with the Central and
Regional Governments is strengthened through
the Central and Regional Infiation Control Teams
(TPIP and TPID), supportad by the National Food
Security Front (Gerakan Nasional Pengendalian
Inflasi Pangan, GNPIP), which mobilizes all

46 Bank Indonesia regional offices across the
couriry, Meanwhile, coordination to support
economic growth from the domestic demand
side, particularly consumption and investment,
is carried out by synchronizing Bank Indonesia’s
interest rate reductions and monetary liquidity
expansion via the banking system with the
Government's fiscal stimulus io boost the

real sector at both the central and regional
levels. In addition, Bank Indonesia provides
recommendations on national economic policies,
including those based on the Regional Economic
and Financial Assessment (KEKDA) conducted

by Bank Indonesia’s representative offices
throughout Indonesia.

Direction of Macroprudential
Policy

Bank Indonesia will continue to strengthen
accommeodative macroprudential policies in 2026
to stimulate bank lending/financing in support
of higher economic growth, while maintaining
financial system stability. The direction of this
accommodative macroprudential policy is based
on three key considerations. First, Indonesia’s
financial cycie in 2026 and 2027 remains below
optimal financing capacity and is expected to
start inareasing by the end of 2027, reaching its
peak in 2029 (Graph 5.1.). This aligns with the
economic cycle, which remains below national
output capacity, primarily due to sluggish
consumption and investment amid slowing
exports driven by global economic condifions.
Therefore, accommodative magoprudential
policies are needed to strengthen banking
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Graph 5.1. Indonesia’s Financial Cycle

0 207 0N - A2 N A2 D M TS YR XETT TRS A0S 0
=Thresheii EBxresive =Threthold Optimal ==[ndonsstas FAnancisi Cycle
Seme Eank indonssis

capacity in providing cedit/finandng, particularly
for sectors that drive growth and job aeation.
Second, in line with the Asia Cita Vision, the
Government has designed several National
Priority Programs to stimulate growth and
employment, requiring substantial financng
support. As outlined in Chapter 4, these
strategic programs include downsireaming

of natural resources, strengthening the
manufacturing industry, food security, supported
by infrastructure and housing development,
including public housing. Sedal and people-
centered economic programs such as MBG,
KDMP, M5MEs, and the crestive economy will
also continue, Therefore, synergy between Bank
Indonesia’s macroprudential polides and the
Government’s fiscal and industrial policies is
crudial to address demand constraints that have
kept bank creditffinancing low (Graph 5.2 ).
Such synergy is a key companent in meeting the
substantial financing needs of these national
sirategic programs. Third, the accommodative
macroprudential policy is consistent with the
soumdness of finandial system stability, reflected
in high capftal adequacy ratio, amiple liquidity,
and low non-performing loans. Nevertheless,
several vulnerabilities may arise from both
global and domestic economic dynamics, which
could affect the sustainability of financial
system stability going forward. Therefore, dose
synergy is required between accommodative
macroprudential policies to stimulate credit!

.fa
.

Graph 5.2. Credit Demand Constraints

Trillion Rupigh W yoy
2,000 30
Y500
20
100
500 ) 0
o
b
500
-1,000 <10

AT IGMEIGWM I IETEIGTNLIEFT I I 6T
HiE H14 2016 M8 | FE - HEF M HES
Credit Demand ComiraintE —Credit Grawth (A=)

Sown. Bank Indomesia

financing and strengthened banking system
surveillance by Bank Indonesia, along with
microprudential supervision by the Financial
Services Authority (OJK). Coordination within
the Hnancdial System Stability Commitiee
(K55K) also needs to be remforced, not only to
sateguard finandal system stability but also to
promote lendingfinancing by banks and other
finandal institutions in meeting the substantial
financing needs of the national economy, while
simultaneously supporting the implementation
of finandzl sector reforms mandated by the
Finandal Sector Development and Sirengthening
Act (P25K Aci).

All macroprudential policy instruments will
remain accommodative to achieve banking
credit/finandng growth of around 8-12% in
2026 while maintaining financial system stability.
Discussions in Chapters 2 and 3 indicate that the
low creditifinancing growth is mainly due to the
slow adjustment in bank interest rates and weak
credit demand from the real sector. Meanwhile,
several risks to financial system stability must
continue to be monitored, arising from both
global market volatility and operational risks,
particularly cybersecurity. Therefore, the direction
of macroprudential policy in 2026 will be pursued
through the following three steps (Figure 5.3.).
First, strengthening the effectiveness of the
Macroprudential Liquidity Incentive Policy (KLM;
sea Box 5.1.) forward-tooking lending channel
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Figure 5.3. Direction of Macroprudential Policy in 2026
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to encourage banks to increase aeditffinancing
to priority sectors, including adjusiments to
sectors and the size of incentives provided, as
well as synergy with the Government, K55K,

and related parties, including Danantara, to
stimulate aedit demand from the real sector.
Second, accelerating the reduction of depesit and
lending interest rates through the effectiveness
of the KIM forward-looking interest channel and
necassary responses, including KS5K coordination
to lower spedial rates for large depositors and
reduce lending interest margins (see Box 5.1.)
Third, strengthening systemic surveillance to
maintain banking resilience against global
shocks and operational risks, including through
the enhancement of the Integrated Crisis
Management Protocol. Policy coordination with
the Government and K55K will also continue

to be strengthened o boost creditffinancing to
priority real seciors, enhance financial system
stability resilience, and ensure the sustainahbility
of financial sector reforms as mandated by the
Financial Sector Development and S5trengthening
Act (P2SK Act). These three steps are described in
more detail, as follows.

First, the strengthening of the effectiveness

of the KLM forward-looking lending channel
incentive to increase bank credit/financing to
priority sectors for growth and employment. As
explained in Chapter 3, as a strong commitment
by Bank Indonesia to support economic growth,
starting December 2025, KLM incantives will be
performance-based and forward-looking through
the lending channel and interest rate channel,"®
The tofal KLM incentive will be increased o
5.5% of third-party funds (TPF:. Banks will
receive incentives based on their commitment

io channel ceditfinancing to specific sectors
{lending channel) and reduce lendingffinancing
interest rates in line with Bank Indonesia’s policy
rate direction {inferest rate channel). Banks can
recejve KLM iending channel incentives through
a reduction in the minimum reserve reqguirement
(GWM) of up to 5% of TPF and KLM interest
rate channel incentives of up to 0.5% of TPE

The sectors eligible for KLM lending channel
incentives include; (i) agriculiure, manufacturing,
and downstreaming sectors; (ii) services sectors,
including creative economy; (iti) construction,

16 A more detatied exxdanation of the Forasrd-Looking
Macroprudential Liguidity Incemntiee Palicy is pressritzd in 8o
5 1. Innevation in Performance-Based and Forward-Loaking
Maoopruiential Laguidity Incentive Policg.

123)
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real estate, and housing sectors; andfor (iv)
MSMEs, cooperatives, inclusion, and sustainability
sectors, which are also priority sectors for the
Government in supporiing economic growth,
The size of the incentive given to banks under
the lending channel also considers adjustiments
based on the realization of creditffinancing
growth compared to previous commitments,
Meanwhile, the provision of KLM incerrfives
through the interest rate channel is based on
the speed at which banks adjust new lending/
finandng rates to Bank Indonesia’s policy rate.
Bank Indonesia will continuously assess the
effectiveness of these KLM hiquidrty incentives to
further encourage bank ageditffinandng to these
priority sectors. In addition to policy measures,
Bank Indonesia will actively strengthen synergy
and coordination with the Govermnmment, KS5K,
Danantara, banks, and businesses to stimulate
credit demand. Synergy can be achieved through
discussions, communication, and seminars to find
joint solutions to overcome various obhstacles

in aedit distribution, both in specific sectors

and in aggregate, while reinforang confidence
and optimism about future economic growth
prospects.

Second, the efforts to expedite faster reduction
of interest rates to boost aedit/financing

for higher economic growth. As mentioned
aarlier. the slow decline in bank interest rates
has become one of the main obstacles to

the effectiveness of Bank Indonesia’s policy

transmission in boosting credit growth. The
cause |5 the phenomenon of special deposit rates
demanded by large depositors, which actounted
for Rp2,682.97 trillion {26.67% of total third-
party funds) in December 2025, with deposit
rates reaching 4.96% (Table 5.1.). In addition,
qgovernment depositors (both S0OEs and non-
50Es) amounted to Rp807. 14 trillion with deposit
rates around 4.87% . This phenomenon indicates
a distortion in market mechanisms due tothe
stronger bargaining powsr of large depositors
against banks, amid a weak banking industry
struciure caused by the excessive number of
banks. As a result, inefficiencies occur in both

the banking industry and the economy because
of high funding costs. This is reflected in the
large spread between special deposit rates and
the maximum deposit insurance rate set by the
Depaosit Insurance Corporation (LPS), with a
median of around 1.18% since 2013, rsing to
1.46% in December 2025 (Graph 5.3.). Ineffidency
in the banking industry is also evident from the
high spread between lending rates and deposit
rates, due to both credit risk premiums and
significant overhead costs, compared to other
countries. This issue prompied Bank Indonesia

to introduce KLM incentives, which are linked to
the speed of lending rate reductions compared
to Bl Rate cuts, as explained earlier. In other
words, banks that are slow to reduce their lending
rates will be required to maintain higher reserve
requirements at Bank Indonesia, while KLM
incentives will be given to banks that reduce their

Table 5.1. Special Rata for Large Depositors

Sharo of Total
Third-Party Spocial Rates (%) - IDR
Funids %)
Doc2S How25 Doc2S 2023 2024 Oct-25 Nov-25 Dec-
Non-Residents 187 567 7.07 733 749 73 670 514 534 517 500 4055
Government 447.02 46856 B817.16 B9148 B07.14 5530 5450 677 666 510 487 487
Government - SOE 25533 27234 33115 557 IS 5013 4522 684 660 S58 548 522
Government non-SOE 19169 19622 48601 57581 47598 5861 6258 669 574 478 454 462
Individuats 45242 40229 41568 40622 40248 1019 996 587 3597 550 536 528
Private NEFI 16578 21831 26248 26176 20288 S090 5274 640 636 540 521 5N
Private Non-N8H 76101 97531 115440 111392 1,17297 3022 3031 585 602 513 497 487
Total 184010 2.070.14 265679 268070 768297 2708 667 613 819 521 S02 49

Soume Bank Indonesia

m
o
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ratas more quickly. Bank Indonesia will continue fo
evaluate the effectiveness of this forward-iooking
interest channel KLM in accelerating the decline

in bank interest rates and formulats necessary
strengthening measures. Bank Indonesia will also
maintain coordination within KS5K to take joint
steps to aczelerate the reduction of special deposit
rates and lending rate margins.

Third, strengthening systemic surveillance to
malintain banking resilience against global
shocks and operational risks, incdluding through
the enhancement of the Integrated Crisis
Management Protocols. Bank Indonesia’s
systemic surveillance, as part of macroprudential
supervision, focuses on large banks which, due to
their macroeconomicfinancial sector linkages,
are considered to have a significant impact

on aeditffinanang distribution and overall
financial system stability. Key aspecis of Bank
Indonesia’s systemic surveillance incude credit/
financing performance, resilience to liquidity
risk, market risk (exchange rate and government
bond yields), credit risk, operational risk, and
interconnections in funding, money markets, and
payment systems. In this context, as previously
mentioned, global spillover effects can exert
excessive pressure on the Rupiah exchange

rate, cause sharp increases in government bond
yields, tighten liquidity due to capital cutflows,
and reduce business activity. Operational risk,
including mitigation of cyberatiacks, will also

be a major concemn, This is due to the rapid

digitalization in banking and payment systams,
which can create not only operational risks from
technological disruptions but also cyberattacks on
one bank that can quickly spread to others, These
considerations drive Bank Indonesia to strengthen
the Integrated Crisis Management Protocols,
which integrate monitoring vulnerabilities and
preventing risks to financial system stability,
whether from liquidity, market, and credit risks,
with institutional risks arising from operational
risks, indluding cyberattacks. In jis implementation,
Bank Indonesia coordinates dosely with K55K

o jointly maintain financial system stability,

and bilaterally with OJK for miooprudential
supervision. Therefore, Bank Indonesia will
reinforce synergy between macoprudential
surveillance of the banking system and OJK's
microprudential supervision under the well-
established coordination mechanisms. This
coordination is crucial to mitigate market risk
{exchange rate and interest rate), liquidity risk,
credit risk, and operational risk, theraby preserving
financial system stability. Close coordination within
K55K also needs to be strengthened to maintain
financial system stability while supporting the
implementation of financial sector reforms
mandated by the Hnancial Sector Development
and Strengthening Act (F25K Act)

Direction of Payment System
Policy

Through the roadmap of Indonesia Payment
System Blueprint (BSPI) 2030, Bank Indonesia will
continue accelerating the national digital economy
and finance for the next geperation. B3P 2630

is designed to establish a payment system that
supports the integration of the natienal digital
economy and finance, thereby ensuring the
effective role of central kank functions in currency
airculation, monetary policy. and financial system
stability. The vision of B5P1 2030 will be achieved
through five key initiatives, namely Infrastructure,
Industry, Innovation, International, and Digital
Rupiah (41-DR}, which serve as the main strategic
direction (Figure 5.4.). First, strengthening and
modernizing payment system infrastructure,
covering retail, wholesale, and payment system
data Second, consolidating and restructuring the

)
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Figure 5.4. Five Initiatives of Indonesia Payment System Blueprint (BSPI) 2025-2030
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payment system indusiry. Third, expanding digital
innovation and acceptance. Fourth, enhancing
international interconnection and cooperation.
Fifth, developing the Digital Rupiah. These five
strategic pillars have been further elaberated into
main programs with dear development stages and
timelines for completion, as detailed below.

The direction of pavment system paolicy in 2026
reflects Bank Indonesia’s commitment to advancing
the strategic programs under BSPI 2030, aimead

at further accelerating digitalization to support
sustainable economic growth. As shown in Table
2.6 of Chapter 2, the objective is to increase digital
payment transactions from 42.2 billion transactions
valued at Rp78.563.1 trillion in 2025 to 63.9 billien
transacitions (30.0%:) valued at Rp88,310.7 trillion
(12.4%) by 2026. QRIS transactions are projected
to increase from 15.4 billion transactions in 2025
to 17.0 billion transactions (10.6%) in 2026, with
the number of users expected to reach 60 million
and merchants 45 million, the majority of which
are M5MEs. BI-FAST transactions are expected to
rise from 4.8 billion transactions in 2025 to 6.3
billion transactions (29.8%) in 2026, while BI-

RTG5 transactions will increase from 1028 million
transactions valued at Rp149 3440 frillion in 2025
to 10.22 million frarsactions (0.2%) valued at
Rp166,015.0 trillion ($.0%) in 2026.

128
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As mentioned, the direction of payment system
policy in 2026 will be implemented through five
key measures, First, in terms of payment system
irnfrastructure, Bank Indonesia will develop the
New BI-FAST and support the industry fast-
payment, modernize BERTGS, and strengthen
interoperable, interconnected, and integrated
(2i) payment data infrastructure to support
policymaking, industry business development,
and the public interest (Figure 5.5.). Second, in
terms of industry consolidation, Bank Indonesia
will reinforce payment system digitalization
within the banking sector as the primary
institution, promote interlinkage between banks
and fintech, and advance regulatory reform to
consolidate the payment system industry and
restructure the Nonbank Money Changer industry
to further strengthen payment integrity. Third, in
terms of innovation and digital acceptance, Bank
Indonesia will collaborate with the Indonesia
Payment System Association (ASPl) to premote
innovation and balanced digital payment
awreptance alongside consumer protection
through the Indonesia Digital Innovation
Center/PIDI {including the development of
Indonesia’s digital talent), public campaigns, and
educationfliteracy programs. Fourth, in terms of
intermationalization of payments, Bank Indonesia
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Figure 5.5. Direction of Bank Indonesia Payment System Policy in 2026
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will expand bilateral and muitilateral cooperation is considered more capable of responding to the
in retail payment systems, including through evolution of service featuras in line with public
the development of NEXUS. Fifth, in terms of and business needs. For wholesale payment
Digital Rupiah development, Bank Indonesia will system infrastructure, the modemnization of
procead with the next phase of experimentation, BI-ATGS will be designed to integrate with the
focusing on the development of the Securities development of money market and foreign
Ledger. Details follow, immediately below. exchange market infrastruciure through the
adoption of the 150 20022 messaging standard,
First, the development of retail and wholesale the development of multicurrency features, and
payment infrastructure, as well as data other features that reinforce 3i principles across
infrastructure will be oriented toward the financial market infrastructure, end-to-end. The
interconnection, interoperability, and integration  multicurrency feature will enhance settiement
(3i) of payment transaction digitalization, efficiency for both domestic and cross-border
industry consolidation, innovation and transactions. The adoption of 150 20022 aims to
acceptance, as well as the intemnationalization make Rupiah and foreign currency transactions
of the national digital economy and finance. In more efficient through greater seamlessness
terms of retail payment systems, Bank Indonesia and higher granularity. Risk management will

will develop the New BI-FAST in synergy with the also be strengthened through enhancements to
industry’s fast-payment infrastruciure to fagilitate the Liguidity Saving Mechanism (LSM) as wall

future digital transaction needs, both in terms of as strengthened fraud-management and end-
stability and scalability, through the development  point security features. Further, Bank Indonesia
of modular system architecture within the will inrtiate the development of data centers
application for payment enquiry, clearing, and to ensure end-to-end payment system data

settlement (Figure 5.6.). This modular architecture
127
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Figure 5.6. Direction of Retail and Wholesale Payment Sysiem Infrastruciure
and Data Development in BSPI 2030
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flowws, that is, from consumers to merchants,
banking, and nonbank industries, through to
final settlement within Bank Indonesia’s payment
system infrastructure. This is crucial to optimize
the central bank funchions of maintaining price,
finandal system, and payment system stability.
Payment system data infrastructure will be
develeped to strengthen transaction integrity
and policymaking through the development of
Payment ID, Bl-Payment info, and Bl-Payment
Clear. Payment 1D will function as a unigue
identifier for each payment service usar, enabling
the system to acguire and process granular digital
data for policymaking purposes, industry business
development, and public services. The processed
data will be uploaded to the Bl-Payment Info
platform as public infrastruciure provided by
Bank Iindonesia to distribute digital payment
system data for the national benefit. In this
context, Bl Payment Clear will be able to actess
suspicious transaction data from El-Payment

Info Platform to safeguard payment fransactions
against fraud by strengthening industry capadty
in risk management. With Bl-Payment Clear
linked to the fast-payment infrastructure, online
retail fransactions can undergo pre-transaction
integrity checks, including validity and security
screening. '’ Indusiry players may flag and refuse
suspicious or sispectad fraudulent fransactions

17 A more detailed elahoarstion on B-Paymznt Ossr commectsd with
fast payment & presemied in Bax 52 Davedopment of BFPaymant
Uear 1o Strengthen Mational Panment Iotegrity
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Second, the payment system industry policy will
be directed toward strengthening = healthy,

competitive indusiry that ensures the central
bank's currency circulation function. Industry
restructuring foouses on reinforcgng the role of
the banking secior as the core of the money
supply process within the monetary and financial
system (Hgure 5.7.). Therefore, Bank Indonesia
has formulated oiteria to asess industry players’
size and risk capability, comprising Transactions,
Interconnection, Competency, Risk Management,
and Information Technology (TIKMI). Assessmenit
of a participant's TIKMI rating will be conducted
periodically and will serve as a basis for

licensing requirements, activity and product
development, business parinerships, access

to payment system infrastructure, and Bank
Indomnesia’s supervisory tools, Bank Indonesia is
also committed to supporiing the development
of human resources competency in the payment
system sector through certification programs in
collaboration with the Indonesia Payment System
Assaciation (ASPI). In addition, Bank Indonesia

is also strengthening the regulatory framework
for nonbank money changers to enhance the
intagrity of foreign exchange transactions.

This effort is undertaken to prevent nonbank
maoney changer from being used as a means for
money laundering or unreported fransactions.
The structuring aims to reinforce KYC practices,
reporting, and supervision to ensure betier
monitoring of foreign exchange inflows

and outflows.
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Third, Bank Indonesia, in collaboration with the
industry, will continue promoting innovation and
digital payment acceptance that is balanced with
consumer protection, integrity, stability, and fair
business competition. Payment service innovation
will be encouraged within a healthy competitive
environment that ensures the end-to-end
integration of the national digital economy and
finance. 5tandardization of payment methods,
both on instruments and payment channels,

will be directed toward innovations with strong
potential for mass adoption, based on the
principle of "one language.” Beside preventing
risks of unfair competition, this standardization 1s
also intended to ensure the continuity of digital
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econamy and finance end-to-end integration,
which represenis the ultimate objective of

BSPI 2030. Effective collaboration processes
with industry participanis will be optimized
through the strengthening of the Indonesia
Digital Innovation Center (PIDI) (Figure 5.8.).
PIDI will be developed through three functional
pillars: (1) In-depth sandboxing, providing an
effective testing environment for innovation,
{2} Market intelligence, enabling continuous
monitonng of industry developments, and (3)
Design thinking, an iterative process that incudes
joint research and assessments with industry
and, where relevant, expert involvement, In
addition, PIDI will support the development

Figure 5.8. Direction of Innovation and Digital Payment System Acceptance

Snurte Bank Indonsas



ECONOMIC REPORT ON
INDONESIA 2025

of globally competitive digital innovations as
well as the strengthening of digital talent to
enhance future employment rate. The execution
of these functions will incorporate efforts to
ensure consumer protection, stability, including
risk management, integrity and compliance, as
well as healthy competition. Meanwhile, digital
payment acceptance, which has progressed
effectively in recent years, will continue to be
strengthened through education and public
campaign programs to accelerate adoption in
line with sound risk management and consumer
protection, particularly on the user side. Similariy,
consumer protection will be reinforced through
enhancemernts of the regulatory framework
and the mechanisms designed to facilitate the
interest of all stakeholders (the public, businesses,
and payment system industry players). Public
awareness of rights and obligations as users

of payment services will also be strengthened
through these digital literacy programs.

Fourth, Bank Indonesia will expand international
cooperation 1o strengthen coss-border

payment connectivity in support of regional
economic integration, particularly within
ASEAN. Cross-border payment connectivity is
essantial to facilitate seamlass economic and
financial transactions across countries, safeguard
stability, and build a sustainable economy while
prioritizing national interests (Figure 5.9.). This

inrtiative will be implemented through two key
programs: (1) Expanding the coverage of cross-
border QRIS cooperation, and (2) Preparing
national paymeni system infrastructure for
cross-border interoperability. Cross-border QRIS
cooperation between Indonesia and Malaysia,
Thailand, Singapore, and Japan will be extended
to South Korea, Saud) Arabia, and India:
Cross-border payment connectivity will also

be strengthened through the interconnection
of payment system infrastructures, both
bilaterally and multilaterzlly. On the retail

side, Bank Indonesia is advancing multilateral
interconnection of fast payment through

Project Nexus, together with Malaysia, Thailand,
Singapore, Philippines, and India, in collaboration
with the Bank for International Settlements
(BIS). Bank Indonesia is actively involved in

the development of Project Nexus Phase I,
which produces a roadmap for multilateral
intarconnection among five ASEAN countries
and India for the remitiance use case. For
wholesale payment system connectivity, the
modemization of BFRTGS, as previously cutlined,
will be prepared from the outset to anticipate
and meet future cross-border interconnection
demands. RTGS interconnection has also
become a G20 agenda under the enhancing
cross-border payments initiative, which must be
anticipated early on given Indonesia’s position as
a G20 member.

Figure 5.9. Direction of International Payment System Connectivity in BSPI 2030
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Fifth, Bank Indonesia will continue advancing
the development of the Digital Rupiah through
the next phase of experimentation, focusing

on replicating wholesale market funciions and
deepening the financial market. The exploratory
initiative for Indonesia’s Central Bank Digital
Currency (CBDC), or the "Digital Rupiah,” is
carried out under Project Garuda, with the
objectives to: (i) safeguard the sovereignty of
the Rupiah in accordance with the Currency

Act and the P25K Act; (ii) strengthen its role in
the international arena; and (ili) accelerate the
integration of the national digital economy and
finance (Figure 5.10.), The implementation of
Projecl Garuda is structured into three phases. In
the first phase (immediate), development began
with the w-Digital Rupiah, covering the use cases
of Issuance, redemption, and inter-party fund
transfers, which have been compieted. In 2026,
the second, expernimentation phase will focus

on testing the use of digital securities through
tokenization, including use cases for monetary
operations and other financial fransactions.

In the final phase {end state), the concept of

an integrated end-to-end w-Digital Rupiah to
r-Digital Rupiah framework will be piloted.

In addition to the five key programs outlined
above, Bank Indonesia will continue
strengthening synergy and coordination with
both the Central and Regional Governments

as well as with the payment system industry.
Coordination with the Government (both central

and regional) will primarily focus on expanding
the electronification of regional government
financial transactions by reinforcing the Regional
Digitalization Acceleration and Expansion Task
Force (TP2DD), promoting the disbursement

of social assistance, and expanding the use

of the Government segment of the Indonesia
Credit Card (KKI). The digitalization of M5MEs
and the tourism sector will also be further
intensified through the National Movement
Proud of Indonesian Products (BBIl) and Proud
to Travel in Indonesia (BBWT) across various
regions. Synergy and coordination between Bank
Indonesia and the Finanagal Services Authority
(QJK) in regulating and supervising digital
payment system development and financial
institution digitalization will be sirengthened

in accordance with the mandate of the P25K
Act, including areas related to oypio assets and
the Anancal Technology Industry (ITSK), digal
financial literacy and consumer protection, as
well as cybersecurity. Synergy with the banking
sector, the payment system association, fintech
associations, and other industry associations will
continue to be reinforced both in expanding
existing digital payment programs, such as QRIS,
SMAP and BI-FAST, and in broadening public
access to these services. it remains a guiding
principle of Bank Indonesia that payment
system policies, regulations, and supervision are
formulated and implemented collaboratively
with the industry {industry-friendly policy).

Figure 5.10. Direction of Digital Rupiah Development in B5P1 2030
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Money Market and Foreign
N Exchange Market Deepening
Policy

The despening of the money market and foreign
exchange market plays a vital role in supporting
the effectiveness of Bank Indonesia’s policy
transmission, financial system stability, as well as
fiscal and economic financing. Since is launched
in 2024, the Money Market and Foreign Exchange
Market Deepening Blueprint (BPPU} 2030, by
building on the Money Market Development
Blueprint 2025, has consistently driven various
strategic achievements in money market and
foreign exchange market deepening across all
aspects of product, pricing, partidpant, and
infrastructure (3P+I). The comprehensive money
market and foreign exchange market deepening
in these 3P+l aspects serves as a fundamental
basis for strengthening the effectiveness of Bank
Indonesia’s policy transmission, particularly in
interest rate, exchange rate, and pro-market
monetary operations aimed at ensuring finandal
system stability and supporting economic growth.
Liquidity management and asset porifolio by
banking industry and investors will, in turmn,
become more efficient and flexible, thereby
reinforcing financdal system stability. In line

with this, the development of the Govemment
Securities (SBN) market also plays ar important
role in fadilitating fiscal financing for the
Govermment, Accordingly, a deep and efficent
money market and foreign exchange market
enables smoother liquidity management and
provides credible hedging instruments for
mitigating interest rate and exchange rate risks,
ultimately bolstering business resilience and
supporting the national economic financing.

The Money Market and Foreign Exchangse
Market Deepening Blueprint (BPPU) 2030 has
been formulated as a sirategic readmap toward
modern and advanced money market and
forsign exchange market deepehing to enhancs
monetary policy transmission, financdal system
stability, and strengthen national economic
financing, fully aligned with Bank Indonesia’s
mandate and autheority under the Financial
Sector Development and Strengthening Act
(P2SK Aci). The direction of money market
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.

and foreign exchange market transformation
under BFPU 2030 strengthens the intiatives

of BPPU 2025 in several ways. These include:
integration with the pro-market monetary
operations strategy; the establishment of more
measurable strategic targets across the 3P+
dimensions; the development of money market
and foreign exchange market infrastructure
based on the 3i principles and integrated with
Payment System and money market and foreign
exchange market data infrastructure; as well

as reinforced regulation and supervision in
accordance with international standards and best
practices. Product development will prioritize
increasing repo and DNDF transactions, with
average daily targets of Rp30 trillion and USDM
billion, respectively, by 2030, supported by the
expansion of Bank Indonesia repo underlying
and the issuance of BI-FRN. These strategic
initiatives will further catalyze the development
of derivative instruments, parficularly interest
rate products, such as Overnight Index Swaps
(0O15) and foreign exchange products like FX
Swaps. Pricing initiatives is another key area. It
will be oriented toward establishing an efficent
term structure for money market and foreign
exchange market products agoss tenors from
two weelks to twelve months. This will be done
through the formation of a Money Market Curve
and FX Forward Curve, intercennecting larger
and more aciive transactions between money
market and foreign exchange market Primary
Dealers and other market participants. This
would be supported by CCP money market and
foreign exchange market infrastructure built on
the 3i principles and integrated with Elecironic
Trading Platforms (ETF) in the market, ETP and
BI-5555 in Bank Indonesia, as well as BI-FAST and
BI-RTGS payment system infrastructure. These
steps would be fully in line with the initiative to
integrate Payment System and money market
and fareign exchange market data infrastructure.

Money market and forsign exchange market
deepening policy for 2026 will remain pro-
growth through the development of a
modem money market and foreign exchange
market based on international standards,
while strengthening the effectiveness of
Bank Indonesia’s policy mix transmission and
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supporting finandng for sustainable economic
growth. In this regard, the 2026 Money Market
and Foreign Exchange Market deepening policy
will focus on five main programs (Figure 5.11.),
First, developing repo products in line with
efforts to increase the transaction volume and
liguidity in the secondary market for SREI, SUKBI,
and Bank Indonesia Foreign Exchange Securities
{5VBI)/Bank Indonesia Foreign Exchange Sukuk
(SUVEI}. At the same time, it would support the
formation of Overnight Index Swap (015) as well
as Foreign Exchange Swap (EX Swap) markets to
enhance monetary transmision effectiveness,
Rupiah stability, hedging, and shori-term liquidity
management. Second, strengthening effident
market mechanisms for forming interest rate
structures {(INDONLA, OI5, and repo), exchange
rates (DNDF), and hedging instruments (IR5 and
FX Swap). Third, reinforcing market partidpant
consolidation through strengthening money
market and foreign exchange market Primary
Dealers and enhancing the role of the Indonesian
Money Market and Foreign Exchange Market
Association (APUVINDQ) as Bank Indonesia’s
strategic pariner in implementing monetary
operations strategies and money market and
foreign exchange market development. This

would include enhancing participant quality

and enforcing the Market Code of Conduct.
Fourth, developing integrated (31) infrastructure
for the money market and foreign exchange
market, monetary operations, and payment
systems through the implementation of Payment
System and money market and foreign exchange
market data infrastructure. This will also serve
as the foundation for supporting the ssuance

of Digital Rupiah, induding digital assets. Fifih,
strengthening synergy and coordination in
economic financing to ensure the aeation of

a well-governed money markel and foreign
exchange market.

As indicated in Figure 5.11., product and
pricing development will be one key focus

for deepening ligquidity, fostering product
innovation, and strengthening efficient and
credible price formation. In the money market,
product innovation will foous on increasing
transaction volume and liquidity, particularly
in repo transactions including more eligible
repo underlying assets (to include corporate
bonds and corporate sukuk); and issuing BHFRN
as a floating rate instrument to support the
development of the Overnight Index Swap (OI5)
market (FHgure 5.12.). These efforts are aligned

Figure 5.11. Direction of Money Market and Foreign Exchange Market Deepening Policy in 2026
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with the development of effident and cedible
pricing based on the INDONIA reference rate
and the establishment of an interest rate term
struciure for tenors ranging from two weeks
to twelve months. In the foreign exchange
market, product development will focus on
increasing transaction volume to enhance
liquidity in DNDF and FX Swap, supported by
efforts to expand standardized margin contracis.
As for pricing, sirengthening JISDOR and
non-USIVIDR reference rates as efficient and
credible exchange rate benchmarks continues,
supported by the formation of an exchange
rate term structure for tenors from two weeks
to twelve months. These steps on product and
pricing development will be aligned with the
pro-market monetary operations strategy to
increase liquidity in floating imstruments based
on INDONIA. Likewise, they would support the
formation of the Money Market Curve, and FX
Swap and FX Forward transactions with a view
to the formation of an FX Forward Curve to
serve as 8 market pricing benchmark. Concemning
infrastructure development (including ETR
meonetary operations, and CCP), key concerns

134
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are sirengthening the role of Primary Dealers

as market makers in the money and foreign
exchange markets; diversifying features and
standardizing products; and expanding the
participant base in coordination with authorities
and APUVINDO.

A second key focus is the development of
competient and professional money market
and foreign exchange market participants
with integrity. This would be accompanied by
strengthening financial market infrastructure
integrated with Payment System and money
market and foreign exchange market data
infrastructure to ensure stability and reliability
in compliance with the 3i principles and
intermational standards. Through collaboration
with APUVINGO, Bank Indonesia continues to
advance money market and foreign exchange
market development, including enhancing the
quality of market participants (Figure 5.13.)
Competency enhancement is pursued through
the refinement and standardization of treasury
professional certification. The strengthening of
market ethics has bean initiated through the



ECONOMIC REPORT ON
INDONESIA 2025

Figure 5.13. Direction of Market Participant in BPFPU 2030
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enhancement of the Market Code of Conduct
{(MCoC) and the Islamic Financial Market Code
of Conduct (ICoC) as ethical guidelines for
money market and foreign exchange market
participants, mandatad by Bank Indonesia in
alignment with international best practices and
current market developments.

As for sirengthening money market and foreign
exchange market infrastructure, this encompasses
three aspects. front-end, middie-end, and back-
end (Figure 5.14.); Front-end will be strengthened
through enhancement of trading venues,
cansisting of BI-ETP and Market Operators (MG),
particularly to support the pro-market monetary
operations strategy and boost repo, DNDE and
0I5 transactions. Middle-end enhancement will
focus on strengthening and developing CCP
money market and foreign exchange market,
including: (1) initiating the process to obtain
recognized CCP status; (2} interconnecting

CCP with other transaction facilities; and (3)
developing CCP Repo. Back-end improvements
nclude strategies to strengthen 55550 through
B1-5555 development to support pro-markst

comsues moT=CrON

monetary operations, the development of Bl-
5555 Generation [lf; and integration with the
payment systemn through BI-RTGS development as
outlined in BSP1 2030. Money market and foreign
exchange market infrastruciure development will
also adopt international messaging standards
such as 150 20022 for: (1) BERTGS Generation |1
(2) BI-5555 Ganeration 1] (3) Trade Repository;
and {4} Central Counterparty. These would
improve efficiency, fransparency, and security in
transactions, while preparing for money market
and foreign exchange market digitalization in
the future. Money market and foreign exchange
market infrastructure strengthening will also

be integrated with Payment System and money
market and foreign exchange market data
infrastructure; including the development of: (1)
Bl-Payment Clear; (2) Bl-Payment Info; (3) data
capturing and data analytics infrastructure up 1o
its utilization for various use cases; (4) integration
of Payment |1D with Investor ID; and (5} a trade
repository. These inftiatives aim to aeate
interconnected, interoperable, and integrated
market infrastructure to establish 3 modern

and advanced money market and foreign

138]
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exchange market with high volume and liquidity,
diverse participant segments, and a stable and
efficient market.

The third key focus, synergy and coordination
in economic financing, are direcied toward
supporting the ceation of 2 money

market and foreign exchange market with
good governance. Synergy with the pro-
market monetary operations sirategy and
macroprudential surveillance is design to
increase liquidity and transactions in the
meoney market and foreign exchange market;
ensure market and infrastructure stability; and
foster efficient price formation in line with
market conduct. The sirategy encompasses
product and pricing development; participant
and infrastructure enhancement; as well az
regulatory harmonization between monetary
operations, money market and foreign exchange
market deepening, and monetary market
surveillance with macoprudential measures
to maintain financial system stability. Synergy
in safeguarding financial systemn stability and
economic finandng is implemented through
regulation and supervision in accordance

159
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with intermational standards under bilateral
coordination between Bank Indonesia and OJK.
Meanwhile, collaboration within the Financdal
Sector Development Coordination Forum (FK-
PSK), as mandated by Article 11 of the P2SK Act,
involves the Ministry of Finance in developing
the government bond market for developmant
financing, Bank Indonesia in money market and
foreign exchange market deepening, OJK in
capital market development, and LPS in deposit
insurance, Synergy within the Sustainable
Finance Commitiee (KKEB), as mandated by Article
224 of the P25K Act, is pursued to coordinate
sustainable finance development for the green
economy and the achievement of Sustainable
Development Goals (5DGs). This includes the
Ministry of Financa in financing government
projects and programs, Bank Indonesia in
formulating macoprudential policies and
money market and foraign exchange market
development, and OIK in financing through
banking and capital markets. The formation

of FK-PSK has strengthened and streamlined
finanaal sector development synergy, enabling
end-to-end coverage of finandng nesds across
the economy,
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Economic Inclusion, Financial
Inciusion, and Sustainable
Finance Policy, and Sharia
Economic and Financial Policy

Bank Indonesia continues to expand and
strengthen its role in accelerating Economic
Inclusion, Financial Inclusion, and Sustainable
Finance (IEKB) as part of efforts to support
resilient and sustainable national economic
growth. These efforts focus on developing

an integrated, competitive, inclusive and
sustainable economic ecosystem. In this context,
Bank Indonesia places emphasis on optimizing
financing, literacy, and synergy in the field of
inclusive and sustainable economic and financial
development. Several points are relevant in this
regard. First, to enhance competitiveness, Bank
Indonesia will continue strengthening business
models, guidelines, and various facilitation
schemes. This indudes the implementation of
pilot projects that encompass capacity-building
and expanded market access, including supply
chain development. These initiatives are carried
out end-to-end, targeting expori-oriented
MSMEs, tourism-supporiting M5SMEs, food clusters,
subsistence groups, and primary commodities
such as coffee, com, and other regional
flagship products. As a conaete example of its
commitment to sustainability, Bank Indonesia
will also develop arcular MSME guidelines,

such as those based on the utilization of plastic
wasie; pineapple leaves, and organic waste,
and implement sustainable MSME pilot projeds.
Competitiveness enhancement further includes
the development of more comprehensive

green MSME business models. This inftiative is
supported by the developmenit of the Green
Calculator version 2 to measure business
sustainability performance. Second, to broaden
MSME financing access, financing business
matching will continue o be strengthened
through synergy with various ministries/
government agencies, financial institutions, and
Bank Indonesia Regional Offices nationwide.
These efforts not only focus on conventional
financing but also aim to increase access to
green financing, including the preparation of
facilitation plans for green financing support
infrastructure {incdluding sustainability reporting).

The expansion of financing access is supported
by the 8i-5AID platform {Database of Potentially
Bankable MSME Profiles), which enables financial
institutions to directly access data on eligible
MSMEs. In addition, the Financial Information
Recording Application System (SLAPIK) continues
io be developed to support MSMEs in conducting
digital financial bookkeeping. Third, literacy and
synergy will continue to be expanded through
the implementation of KLIK (Core Competencies
for Financial Literacy and Inclusion), standardized
educational modules, and ongoing education
and mentoring programs across regions. Program
synergy will continue to be strengthened,
including through the flagship Karya Kreatiif
Indonesia (KKI) program as a platform for cross-
stakeholder collaboration in.enhancng MSME
capacity and competitiveness. Synergy is further
reinforcad through strategic commitments
between Bank Indonesia and various mimisiries/
government agencies, formalized through
Memorandum of Understanding that serve as

a strong foundation for cooperation and as
concrete staps to advance economic inclusion,
financial inclusion, and sustainable financ.
Beyond the domestic scope, Bank Indonesia

will continue to actively strengthen Indonesia’s
position in various international cooperation
forums,; including the G20-5FWG; Blue Finance
Advisory Committee; ASEAN WC-FINC, and
APRACA Participation in these forums

broadens collaboration, strengthens national
representation, and promotes the adoption of
green and inclusive economic practices aligned
with the Sustainable Development Goals (5DGs)

Bank Indonesia continues to strengthen its role
in accelerating the comprehensive development
of the sharia economic and financial ecosystem
as part of efforls to establish sharia economy
as a new source of inclusive and sustainable
growth. The development of the Halal Value
Chamn (HVO) ecosystem will remain focused

on priernty sectors, namely halal food, modest
fashion, and Muslim-friendly tourism. In the
short term (2027), strengthening the HVC
ecosystem will be carried out through piloting
shana ecoenomic independence business models
including pesantren, piloting halal trading
houses, expanding halal centers, and fadilitating

)
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market aes for the hajj and umrah ecosystem,
In the medium term (Z028-2031), strengthening
the HVC ecosystemn will be pursued through a
series of market access fadlitation measures

tor priority sharia economy sectors and the
expansion of halal certification. In addition,

HVC ecosystem development will be extended

to the pharmaceutical sector as one of the
sirategic sectors that plays an important role in
strengthening the sharia economy in Indonesia.
These efforts are expected to foster economic
independence of the community while expanding
the reach and competitiveness of national halal
products. From the perspective of commerdal
sharia finance, policies to deepen the sharia
money market in support of sharia financing

in the short term {(2627) are implemented
through the development of finandng business
models. These support priority sharia economy
sectors as well as the Values-Based Economy;

the implernentation of Sharna Fnandng Month;
strengthening macoprudential polices that
support priority sharia economy sectors; and
policies related to sharia Primary Dealers. In the
medium term (2028-2031), this will be pursued
through innovations in Sharia Finance the support
the Values-Based Economy in line with industry
developments (including blended finance),
strengthen and expand the implementation of
Sharia Hnandng Menth, and the implementation
of sharia Primary Dealers. Thess are accompanied
by steps to strengthen the growth trajectory and
projections of sharia banking finandng to remain
aligned with national economic dynamics and
finandng needs of priority sectors. Furthermore,
the expansion of sharia economy literacy

and inclusion will continue in synergy with
stakeholders. In the short term [2027), the focus is
directed at sirengthening the foundation through
the utilization of integrated ZISWAF data; the
implementation of the National Strategy for
Sharia Economic and Financial Literacy and
Inclusion in Indonesia (SNLIEKSH as the national
policy umbrella; and encouraging innovation in
the establishiment of supporting institutions for
inclusion to expand altarnative sharia financing.
At the same time, sharia economy literacy and
inclusion surveys {to measure achievements)

as well as program synergies across ministries/

»
a

government agencies and between central

and regional governments, continue to be
strengthened, including integrated national
sharia economy campaigns. In the medium term
(2028-2031), polices will focus on accelerating
and expanding impact, among others through:
strengthening the implementation of SNLIEKS),
developing business models for the real sector
and sharia finance; and utilizing digitalization and
big data analytic to reinforce sustainable literacy
and inclusion strategies that deliver tangible
benefits for public welfare. At the global level,
Bank Indonesia will also coordinate with various
stakeholders to suppart the strengthening of Bank
Indonesia’s leadership in international shana fora
through active involvement in supporting the
formulation of global shana financial standards
together with the lslamic Fnancial Services Board
(IFSB) and the development of sharia financial
liguidity together with the International Islamic
Ligquidity Management ([ILM).

a International Policy

Bank Indonesia will continue collaborating in
close synergy with the Government to strengthen
Indonesia’s pasition in bilateral relations, within
the Asian region, as well as glebaily. International
policy aims to support the national interest by
strengthening economic resilience against global
impacits and expanding cooperation to support
susiainable economic growth. Bank Indonesia’s
international policy encompasses the central bank
and national econamic policy mix, Local Currency
Transactions (LCT), and promoting trade and
investment in close synergy with the Government
and the K55K. In 2026, international policy will
focus on three main aspects. Airst, strengthening
and expanding bilateral cooperation with key
partner central banks in the areas of central
banking, payment systems, LCT, and intemational
finandal cooperation, including Bilateral Swap
Arrangements (B5A). Secand, expanding regional
cooperation, particularly ASEAN Fnancial
Intagration, ASEAN Paymernt Connectivity (APC),
and strengthening the Chiang Mai Initiative
Multilateralization (CMIM) as & form of regional
finandal cooperation among ASEAN+3 countries.
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And third, active participation in championing
national interests within economic, monetary,
and international financial agendas. Bank
Indonesia plays an active rale in various
international cooperation forums, incduding the
G20, IME Hnancial 5tability Board (F58), Bank
for intemational Settlements {BIS), as well as
Istamic finance forums such as IF58 and [ILM
Furthermore, Bank Indonesia will continus
improving positive perceptions among investors
and rating agencies, while promoting frade and
investment through the Bank Indonesia’s Invesior
Relations Units, nationally (IRU), regionally
(RIRU), and globally (GIRU), by empowering and
laveraging the network of Bank Indonesia offices
in warious regions and abroad. Bank Indonesia
will aiso strengthen institutional leadership

by chairing international cooperation forurmns
and gaining global recognition in areas such as
policy mix, research, innovation, institutional
development, leadership, and the digitalization
of payment systems and currency circulation,

Bank Indonesia will continue strengthening
cooperation with main partner central banks
in formulating monetary and macroprudential
policy, as well as payment systems, LCT, and
international financial cooperation. Existing

bilateral cooperation with central banks in
Malaysia, Thailand, Singapore, lapan, China,
South Korea, United States, United Kingdom,
France, and India will be expanded to other
countries, Payment system cooperation through
OR interoperability and FAST Payments with
Malaysia, Thailand, Singapore, and Japan will

be expanded to South Korea, China, India, and
Saudi Arabia. The bilateral use of local currendes
through LCT with Malaysia, Thailand, lapan,
South Korea, UAE, China, Singapore, and India
will also continue to expand. This expansion will
cover new partner couninies and a broader stope
of transactions to cover trade and invesiment,
portiolio investment and payment transactions,
as well as increase the number of appointed
participating banks. In order to support LCT
implementation, Bank Indonesia is conducting
bilateral swap arrangements in local cnrency
with Bank Negara Malaysia (MYR24 billion or
Rp82 trillion); Bank of Karea (KRW10.7 trillion or
Rp115irillion); People’s Bank of China (CNY100
billion or RpE78 trillien); Monstary Authority

of Singapore (5GD9.5 billien or Rp100 trillion);
and Reserve Bank of Australia (AUB10 billion or
Rp 100 trillion). In addition, Bank Indonesia will
maintain bilateral cooperation to strangthen
foreign exchange reserve capacity against global
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shocks, incdluding Bilateral Swap Arrangement
(B54) with the Bank of lapan (USD22.T6

billion) and z Bilateral Repo Line (BRL) with the
Monetary Authority of Singapore (U5D3 billion).

Institutional Transformation
Policy

Bank Indonesia will continue to implement
institutional transformation programs by
consistently prioritizing prindples of good

and professional governance. Institutional
transformation will be further strengthened

and refined, particularly in implementing the
mandate of the Bank Indonesia Act, which

has undergone several amendments, most
recently through the P25K Act. Going forward,
institutional transformation will remain focused
on three main areas. First, strengthening
organizational functions and work processes
that are integrated, aligned, and comprehensive.
Second, enhancing the digitalization of policy
and institutional work processes through the
refinement of digital-based business process re-
engineering that emphasize collaborative work
and is supported by the utilization of Artifigal
Intelligence. Third, strengthening human
resources through leadership development, the
cultivation of new capabilities, and reinforcement
of the Employee Value Propesition: Furthermore,
Bank Indonesia will consistently strengthen policy
and institutional governance to build a aedible,
professional, well-governed, and transparent
central bank. More details on each of these three
areas is provided immediately below.

First, Bank Indonesia continues to strengthen
organizational functions to support the effective,
efficient, and compliant implementation of its
duties and the achievement of its objectives.
Organizational sirengthening and refinement
are consistently strategy-driven and ake inio
account the framework in each area while
ensuring continuity between organizational
struciures and business procasses. These

efforts also include the application of best
practices and the adaptive use of infrastructure
and technology according to needs. All
organizational strengthening and refinement
initiatives are underpinned by the 35 principles,

)
.

which are Simplification, Standardization, and
Systematization. Going forward, organizational
strengthening will focus, among other things, on
assessing the organizational funciions of Bank
Indonesia’s Representative Offices, in linewith
the implementation of the refined framework
for regional economic and financial policies.

The refinement of organizational functions is
expected to support the achievement of regional
economic and financial policy objectives, namely:
low and stable regional inflation; expanded
acgess to finandng; as well as fast, easy, and
affordable velocty, supported by a sound
payment system industry structure and the
availability of high-quality and reliable Rupiah
currency. This is consistent with Bank Indonesia’s
mandate to maintain Rupiah stability, safequard
payment system stability, and confribute to
financial system stability in support of sustainable
economic growth,

Second, Bank Indonesia will continue to

pursue digital transformation to support the
implementation of policy and institutional
transformation in order to realize its vision of
becoming a leading digital central bank. Bank
Indonesia continues to develop integrated
dedision-making processes and business procass
re-enginearing in policy formulation and
implementation, institutional management,

and human resource management within the
Integrated Digital Central Bank (IDCB) framework
(Figure 5.15.). The development of IDCR has been
supported by governance and effective dedsion-
making processes through the development

of the Digital Weorkplace (BWP) platform. The
development of DWP applications is currently
underway to cover palicy formulation inthe
context of Monthly Board of Governors Meetings
and policy implementation in the context of
Weekly Board of Governars Meetings; they will
be implemented gradually to strengthen Bank
Indonesia’s policy formulation processes. IDCB
development also leverages data and Artificial
Intelligence as catalysis in business process
transformation. Going forward, Bank Indonesia
will continue to expand A/ML-based data
innovations in the monetary, macoprudential,
and payment system sectors. Al and ML
development is conducted in accordance with
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Figure 5.15. Direction of Integrated Digital Central Bank (IDCB) Development

"IDCB to realize the vision of becoming
a leading digital central bank with strong governance”
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the VITAL principles (Visualizing the outcomes,
Theory understood, Algorithm fitted, and Learn
the meaning) to ensure optimal integration into
business processes. Building on the development
of digitalized dedsion-making and work
processes in policy area, Bank Indonesia will
also continue to strengthen the digitalization
of work processes, particularly in instifutional
areas. The strengthening of digitalization in

the institutional area will focus on leveraging
digitalization to support performance
monitoring and evaluation processes, incuding
the reinforcement of the DWP application to
support decision-making within the institutional
area. |IDCE development will continue to be
supporied by readiness in process, people, and
technology to realize "one input, one process,
multi-purposes,” aloeng with strong govermance
and secure, end-to-end information systems in
supporting the execution of Bank Indonesia’s
duties.

Third, Bank Indonesia remains committed to
strengthening human resources to ensure
professional leadership. high performance,
and noble character. Human resource
development at Bank Indonesia will continue

to focus on enhancing visionary leadership
characterized by "strategic spiritual leadership”,
combining high competence (book-smart),
strong experience (street-smart), and noble
character (spiritual-smart). In addition, Bank
Indonesia continues to strengthen sirategies

for fulfilling and maintaining human resources
through reinforcement of the Employee Value
Proposition (EVP). This is one of the priorities

of human resource policy transformation

aimed at enhancing employee engagement

at Bank Indonesia, encompassing competitive
remuneration programs; health care focusing
on physical wellness; and peaceful retirement
focusing on the Pensiun Berkah program. In line
with the vision of becoming a leading digital
cemniral bank, Bank Indonesia will also continue
to strengthen human resource competencies

to support the implemeniation of central bank
duties, particularly in fostering digital mindseis
and technical capabilities, such as the utilization
of Artificial Intzlligence. These human resource
fransformation efforts will continue to ensure the
availability of human capital who are adaptive,
strong in leadership, and able to work optimally
in facing the challenges of digitalization.

a
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Innovation in Performance-Based and Forward-
Looking Macroprudential Liquidity Incentive
Policy

Bank Indonesia further strengthened the
macroprudential liquidity incentive (KLM)
policy to support national priority programs.
in line with the mandate of Law No. 4 of 2023
on the Development and Strengthening of the
Fmancial Sector (P25K Law), Bank Indonesia
remains commitied to encouraging credit/
financing disbursement to support sustainable
economic growth. Accordingly, Bank Indonesia
reinforced the KLM policy to encourage banks
to channel aedit/financing to sectors covered
under the Government’s Asta Cita program,
including agriculture, downstreaming, tourism
and the creative economy, housing, as well as
mclusion and sustainability,

As an innovation, Bank Indonesia also linkad
the KLM policy to the transmission of the
policy rate. This policy innovation aimed to
sirengthen the transmission of the policy

rate to banking interest rates. At present,
pass-through from the policy rate to lending
rates still reguires further improvement.
Compared with the 125 bps reduction in the
Bl-Rate during 2025, the one-month deposit
rate only declined by 56 bps, from 4.81% at
the beginning of 2025 to 4.25% in December
2025. The persistently high cost of funds
limited the decline in bank lending rates,
which fell by only 32 bps, from 9.20% at the
beginning of 2025 to 2.81% in December
2025. To address this, Bank Indonesia provided
greater liquidity incentives to banks that were
able 1o reduce lending rates more rapidly.
More effective interest rate transmission was
expected to stimulate credit demand, thereby
mcreasing bank lending to support sustainable
economic growth.

Performance-based and forward-looking
KLM incentives were granted to banks based
on their performance in sectoral credit/
financing disbursement (lending channel) as
well as the alignment of lending rates with
Bank indonesia’s policy direction (interest
rate channel). Based on periodic evaluations
of KLM incentive amounts, Bank Indonesia
sirengthened the interest rate channel,
effective as of 16 December 2025 This
adjustment was intended to acelerate the
dedme in bank lending rates while continuing
to encourage aeditfinandng disbursement
to the real sector. Banks could receive KLM
incentives up to 5.5% of third-party funds
(TPE), consisting of lending channel incentives
and interest rate channel incentives, with
maximum allocations of 45% and 1% of TPE
respectively. The incentive amount for the
interast rate channel was determined based
on the speed at which banks adjusted lending/
financing rates in response to changes in Bank
Indonesia’s policy rate, measured using the
elasticity of new lending rates fo the Bi-Rate.
Meanwhile, KLM lending channel incentives
were provided based on banks' commitments
to sectoral creditffinancng growth. The
sectors eligible for KLM lending channel
incentives incduded: (i} agriculture, industry,
and downstreaming; (i1} services, including
the aeative economy; (ill) construction, real
estate, and housing; andfor (iv) MSMEs,
cooperatives, inclusion, and sustainability,
which are also Government priority sectors

in supporting economic growth. The detailed
allocation of KLM incentives under the
lending channel and interest rate channel is
presented in Table B5.1.1.
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Bank Indonesia will continue to evaluate guiding principle in policy implementation
the effectivensss of performance-based and to safeguard financial system stability while
forward-looking KLM incentives through strengthening the role of banks in supporting
the lending channel and interest rate national economic recovery,

channel. Furthermore, prudence remains the

Table B5.1.1. KLM Incentive Rates: Lending Channel and Interest Rate Channel
Detalls of the New KLM Incentive Rates (effective as of 16 December 2025)

Agricudture,
Inchistry, and »(-3% 13% 1.4%
Downstraaming
»3-7% 1.4% 1.5%
>T 1.5% 1.5%
=% =%
Sorvices Sector =% 0% 0.2%
inciuding i =
Cresilive . 6% 02% 0.4%
Economy >6-12% 04% 06%
=129, 0.6% 0.6%
L, 8 >3%
0% 0% 1.0%
Construcon, -
Real Estate, and +0-3% 1.04% 1.2%
Howsing
»3-78% 1.2% 1.4%
=79 1.4% 1.4%
1% >0 %
MSMEE,
Cooperaiives, At 0% 0.7%
Inciusion, and
Sustainable =0-4% 0.7% 1.0%
Firance
=405 1.086 1.0%

Note; The additional KLM Incentive, which was previously capped 2t 0.3% 1T spectlic oriterta were met, is comently sat at 0.0%.

|
“- Elnsticity of New Crodit Interost Rates with E}-Rato KL (%)

<03 0%
0.3 to <0b 5%
=6 1LO0%

Source! Banll Indonesia
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Box Development of BI-Payment Clear to Strengthen

5.2.

The rapid growth of retail transactions,
particularly fast payment services that
operate in real time and on a 24/7 basis, has
created opportunities for efficiency but also
introduced greater risks. The nsing incidence
of fraud in digital transactions—commonly
referred to as faster payment, faster fraud—
is one such risk, necessitating stronger
national payment system infrastruciure. This
phenomenon, also observed in Brazil, India,
and several other countries, has made risk
mitigation an urgent priority for operators,
participants, and regulators;

Global experience demonsirates that effective
fraud mitigation requires a ceniralized,
data-driven approach combined with
mdusiry-wide synergy. Vanous countries have
strengthened their payment systems through
artificial intelligence-based fraud deteciion
systems, data exchange platforms, integrated
watchlists, and mechanisms to delay suspicous
transactions, These praciices underscore that
safeguarding payment system integrty cannot
rely solely on individual participants’ efforts;
it also requires centralized risk intelligence
capable of mapping transaction patterns
across participants, detecting anornalies

more rapidly, and connecting with the enfire
indusiry ecosystem.

In response; Bank Indonesia developed
Bl-Payment Clear as a foundational
mfrastructure to strengthen fransaction
integrity. Bl-Payment Clear serves as a

central risk observability layer that ensures
all transactions—whether processed

through BI-FAST or industry payment system
infrastructure—are subject to higher security
standards. Bi-Payment Clear 5 equipped with

144!

National Payment Integrity

core features such as transaction rejection and
alert, a rules engine-based fraud detection
system, fraudster database, fraudster enguiry,
potential fraud watchiist, and anomaly
transaction analytics. These features operate
simultaneously to enhance early detection

and accelerate risk response at the national
level. Figure B5.2.1 illustrates Bl-Payment Clear
features in mobile banking applications.

Bi-Payment Clear will establish the foundation
for a more resilient future payment ecosystem.
With smarier systemns, more coordinated
responsas, and sironger protection, Indonesia
is-advancing toward a digital payment era
that is not only fast and inclusive, but also
secure. Amid accelerating innovation, the
presence of Bl-Payment Clear reflecis the
commitment that modernization of the
payment system must notl compromise user
secunty. On the contrary, secunty is the
primary prerequisite for innovation to grow
and gain trust across all segments of society.

Figure B5.2.1, lllustration of the Bl-Payment
Clear Feature in Mobile Banking Applications

Check Account
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CHAPTER ¢

ACCELERATING ECONOMIC
TRANSFORMATION
THROUGH STRENGTHENING
STRUCTURAL POLICIES AND
INDUSTRIALIZATION POLICIES

To achieve higher and more resilient economic growth, the transformation of the real sector
misst continue to be strengthened through sinuctural polides that serve as the foundation for
industrialization policies. Strengthening structural policies is pursued through improvements
in the investment cdimate, the aeation of heafthy business compelition, enhancement of
infrastructure reliability, as well as the sirengthening of trade and invesiment cooperation.
Meanwhile, indusirialization polices are directed toward optimizing natural resources o
generate higher valueadded, strengthen the manufaciuring base, and improve external
resilience. Indusirialization, supported by structural reforms as ils foundation, will drive higher
economic growtly with more evenly disinibuted benefils, thereby reinforcing national siabiiity.
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demand and supply sides is highly strategic

in fostering higher and more resilient
economic growth, On the demand side, ssmergy
among the Government’s fiscal policy, Bank
Indonesia’s monetary and macroprudential
policies, as well as policy coordination within the
Financial Sysiem 5Stability Committee (Komite
Stabilitas Sistern Keuzangan—K55K), needs to be
further strengthened to promote growth while
maintaining macroeconomic and financial system
stability. On the supply side, enhancing econamic
capacity must continue through increasing value-
added across economic sectors, In this regard,
real sector transformation through structural
and indusirialization policies should continuously
enhance capital accumulation, labor, and
productivity, thereby mcreasing value-added in
production across economic seciors.

The national policy mix from both the

The strategy of strengthening structural and
industrizlization policies constitutes a key
element inenhancing economic capacity.
Structural polides as a foundation are directed
toward improving the investment climate,
fostering healthy competition, enhancing
connectivity and reliability of infrastructure
(both physical and digital), and strengthening
trade and investment cooperation. Meanwhile,
industrialization policies are aimed at inageasing
value-added in selected priority economic
sectors to promote higher economic growth
and large-scale job aeation, induding through
industrialization and downstreaming, particularly
those based on natural rescurces (SDA).

Conceptual Framework of
Structural and Industrialization
Policies

Structural policies are a critical aspect of
economic transformation toward high-quality
and resilient growth. In modermn economic
literature, structural policies are often defined
as a set of polides aimed at fundamentally
reforming the economic structure. These policies
differ from short-term maaoeconomic policies
as they focus on long-term systemic changes. In
practice, structural policies generally encompass
requlatory and governance improvements;

w8
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enhancament of the business environment; as
well as reforms in goods and services markets,
labor markets, and the financdal system_ The IMF
(2024) emphasizes that structural reforms can
spur productivity, employment, and economic
growth, including through lowering entry and
exit barriers, enhancing competitiveness, and
improving labor market policies.

From a theoretical perspective, structural polices
contribute to economic growth by strengthening
the supply side through three main channels.
These channels consist of (i} improvements in
productivity and allocative efficency of resources;
(ii) capital deepening and investment driven

by lower costs of doing business and greater
availability of financing; and (jii) increased

labor force participation and labor quality
through improved incentives and mobility in
|abor markets {Egert, 2017). Reforms in product
markets, labor markets, as well as regulatory
quality and institutional frameworks act as

levers to improve economic incentives, enhance
efficiency, and strengthen competitiveness.

These three channels, in turn, can accelerate
long-term economic growth through increases
in production factors. Regulatory reforms,
improvements in the invesiment climate,

and reforms in goods and services markets,
labor markets, and financal markets atiract
investment, thereby increasing capital
accumtlation, production capadty, and
employment absorption. In addition, struciural
policies that enhance the quality of human
resgurces (SDM) improve labaor quality. Structural
policies also play a critical role in fostering
technological progress, thereby increasing total
factor produdtivity (TFP).

Industriaiization policy refers to policies pursued
by a country to strengthen its domestic economic
struciure through the development of the
industriai sector, In theory, industrialization
contribites to econemic growth through
structural changes that expand economic
capacity. Increased adoption of technology in

the industrial sector raises productivity through
process efficency, quality improvemenis, and
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cost reductions. Industrialization, which marks

a shift from traditional to modern sectors, also
promotes job creation—from factory construction
and operations to multiplier effeds in supporting
sectors. In addition, industrialization drives
capital stock accumulation, as it requires
substantial investment.

Industrialization is a prerequisite for economic
development before entering the high-
growth, “take-off” phase. Rostow (1860)
emphasized that before entering the take-off
stage, countries must undergo fundamental
changes characterized by a shift from
agricultural dominance toward industrial
activities. This transformation includes
agricultural modernization, productivity
improvements, and the reallocation of resources
toward non-agricultural activities, including
manufacturing industries.

Industrialization policy is often implementad
through Government policy instruments oriented
towards enhancing the role of the industrial
sector. The IMF (2025) classifies industrial policy
instruments into three categories: subsidized
financing, direct support, and other policy
instruments. Subsidized financing is generally
directed at easing financing constraints in certain
sectors, including through interest subsidies,
quarantees, and concessional loans, Direct
support is provided in the form of transfers

such as grants and direct funding assistance

to stimulate investment, innovation, and
production capacity expansion. In addition to
these instruments, industrial policy often takes
the form of protectionist measures, such as tariffs
and non-tariff barriers, aimed at protecting and
developing domestic industries (Aiyar et al, 2025;
Criscuplo et al,, 2022).

The motivation for industrialization policies
stems from the need to address market

failures and strengthen the competitiveness of
potentially strong domestic sectors that are not
yet globally competitive. The OECD (2024) and
IMF (2024} highlight that market mechanisms
often fail to allocate resources toward high
value-added seciors due to leaming-by-doing

externalities in the development of infant
industries, limited availability of long-term
financing for high-risk sectors, and coordination
failures across investment activities, For example,
markets have been inadequate in fostering
investment in advanced technology sectors

such as semiconductors and renewable energy
due to high risks and upfront costs (IMFE, 2024).
However, the benefits of indusinial policies in
enhancing production capacity are accompanied
by increased fiscal and inflationary nisks. IMF
simulations (2025) show that scenarios involving
industrial policy interventions in the form of

a 10% production subsidy and a 12%: tanff on
strategic sectors increase production volumes and
reduce production costs (Graphs 6.1. and 6.2.).
Aggregate TFP rnises with positive spillovers to
other sectors, albeit at 3 substantial fiscal cost of
approximately 5.5% of GDP annually in the form
of subsidies. In the short-term, iIndustrialization
also |leads to higher consumer prices, driven by
increased demand for raw materials, energy,
and labor.

Industrialization policies also face several
challenges that warrant close attention. First,
rising social and economic inequality during the
early stages of transition. While industrialization
can boost economic growth and welfare, the
benefits may not be evenly distributed, leading
io higher inequality, which eventually dedines

Graph 6.1. Simulation lllustration of the Impact
of Industrial Policy on Domestic
Production Volume
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Graph 6.2. Simulation lHlustration of the
Impact of Industrial Policy on
Produciion Cosis
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after reaching a turming point consistent with
Kuznetsian dynamics (Ansari, 2023). Second,
environmental impacts include depletion of
natural resources, emvironmenial degradation,
and increased waste and pollution. Negative
externalities may arise when industries

pursue profits without regard to ecological
consequences, Nevertheless, such impacts follow
an inverted-U curve {(Azam et al., 2024), where
the turning point can be reached more quickly
through stronger regulation and the adoption
of clean technologies. Third, dependence

on fossil-based energy, necessitating the
parallel development of new and renewable
energy sources, Fourth, rapid technological
advancement, where-automation reduces labor
demand. High-tech industirial processes require
skilled labor that may not be readily available
domestically, while imited technology transfer
can aeate external dependenca. Fifth, policy
consistency and strong governance. The success
of industrialization in South Korea and China has
been supported by long-term policy consistency
and well-governed, discplined institutions.

Accordingly, industrialization policies must

be accompanied by the fulfiliment of several
key prarequisites to ensure effective economic
transformation. Frst, appropriate policy
design is essential; industrial policy should not
be broad-based but targeted toward sectors

m
.

with high spillover effecis and increasing

returns to scale; supported by a long-term
industrialization roadmap. Second, structural
policy support as a foundation through improved
institutional guality, strong governance, policy
intagrity, and effective inter-agency and inter-
authority coordination. Third, maintaining
macroeconomic and financdal system stability to
create a conducive environment for long-term
industrial investment. Fourth, active private
secior participation as the main industrial

actor and largest source of financing. Fifth,
complementary policies in education, innovation,
and infrastructure. Without these prerequisites,
industrial policies risk inefficient resource
allocation and uncontroliable fisa! burdens,
thereby diminishing medium-to-long-term
growth and transformation benefits.

Industriaiization remains a primary strategy

for economic development in many countries,
including Indonesia. Bappenas (2024)
underscores that industrialization constitutes

a "game changer” and a mandatory stage of
transformation that Indonesia must undergo

to achieve higher economic growth, The
manufacturing sector has alsoc been proven to
be the most effective growth engine compared
with other sectors, given its strong multiplier
effects on the broader economy. Industrialization
is further capable of generating substantial
employment opportunities, particularly in
anticipation of the demographic dividend,

while simultaneously attracting new investment
inflows. By increasing product value-added,
Indusirialization supports improvements in the
economic structure and reduces dependence

on imperted industrial inputs and technology-
intensive goods. Industrizlization is also cucial
for the transition toward a modern economy
and a green energy ecosysiem. For example,
without a strong industrial base, a couritry
would not be able to produce solar panels,
electric vehicle (EV) batteries, and wind turbines,
nor develop decarbonization technologies.
Moreover, industrialization reducss reliance on a
commodity-based natural resource economy that
is highly vulnerable to global price volatility.
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Successful indusirialization, supported by
structural reforms as its foundation, promotes
higher economic growth with more evenly
distributed benefits, thereby reinforcing
national stability. The impact of structural and
industrialization policies is aligned with the
concept of Sumitronomic, ™ which emphasizes
three key pillars: high economic growth,
equitable distribution of development benefits,
and dynamic national stability. Industrialization
positions the industrial sector as an aggressive
engine of economic growth while simultaneously
reducing import dependence through product
diversification. This is consistent with the
Sumitronomics vision of high economic growth
and national self-reliance. Furthermore,

the spatial dispersion of industrial activities
across regions ensures that the benefits of
industrialization are shared more broadly across
society, in line with the pillar of equitable
development benefits under Sumitrenomic. The
third pillar of Sumitronomic further implies that
industrialization can only be successful if national
stability is well maintained,

Based on the foregoing discussion,
downstreaming policies constilute an integral
component of industrial policy that reflecis the
concept of dynamic comparative advantage.
Essentially, downstreaming represenis a form of
industrialization that fransforms raw materials
or primary commadities into intermediate or
final products with higher value-added. This
policy underscores the role of the Government
in encouraging more efficient and sustainable
expansion of production capacity in products
with competitive advantages (Rodrik, 2004).
Improvements in production efficiency are
enabled through the adoption of continuously
advancing technologies, investment in education
and human capital guality enhancement, as weil
as the maore efficient utilization of produdion
resources (Redding, 1993).

18 Sumitroninics 5 a  developmeni-onented econoimic
framework derived from the sonomic thinking of Prol
Sumitro Djojohadikusumo, one ol Ihdonedsia™ founding
economists. The term s short Tor Sumitro Economics and
has recemtly boen re-arficulated ac a3 sirategic reference for
Indonesia’s medium-to-4ong-term development agenda

a Indonesia’s Structural Policies

Strong structura! policies constitute the
foundation for successful and sustainable
industrialization. The IMF (2024) underscores that
structural policies are at the core of the medium-
term strategies of industrialized economies. In
this context, structural polices provide the basis
for enhancing production capacity, reducing
market distortions, strengthening industrial
effidency, and supporting long-ferm economic
transformation. Baguie et al. (2025) further
emphasize that structural policies reinforce

the linkage between industrialization polices
and overall economic performance. The role

of structural policies is also highlight=d by
Ciminelli et al. (2019), who demonstrate that
the simultaneous implementation of structural
reforms across regulatory dimensions—such

as trade tariffs, domestic finance related to
reguiation and supervision, external finance
related to capital account openness, labor market
aspects including employment protection, and
competitiveness—carn increase medium-term
annual economic growth.

Indonesia’s investment dimate and
competitiveness have continued to improve,
although there remains mom for further
strengthening. Indonesia’s Business Ready
{B-Ready) Index reached a score of 63 out of 100
in 2024 (World Bank, 2024). Relatively strong
performance was recorded in labor, utilities,

and business location indicators, in line with

the implemeniation of regulatory reforms,
risk-based licensing, and the strengthening of
basic infrastructure. Meanwhile, according to
the IMD World Competitiveness Yearbook (IMD,
2025), Indonesia’s competitiveness ranking stood
at 40th out of 69 countries glabally (Graph 6.3.),
outperforming India, Kaly, the Philippines, Brazil,
South Adrica, and Torkive Improvemernits in
Indonesia’s competitiveness were supported by
progress in the pillars of economic performance,
business efficiency, and domestic market
dynamism, underpinned by magoeconomic
stability, business licensing reforms, and increased
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Structural policies as the foundation
tor downstreaming policies are
directed toward improving the
investment climate, promoting
fair competition, strengthening
infrastructure connectivity, and

enhancing trade and investment
cooperation

investment realization. In addition, Indonesia’s
Comruption Perception Index (CP) improved
from 2d4in 2023 to 37 in 2024, reflecting a
more favorable perception of anti-corruption
efforts and supporting improvements in the
investrient dimate.

Structural policies are directed toward
improving the investment climate, fostering
healthy business competition, strengthening
infrastructure connectivity, and enhancing
trade and investment policies to support
successful industrialization. Deléchat et al
(2024) emphasize the imporiance of structural
policies in underpinning the effectiveness

of industrialization policies. More broadly,
structural policies are also designed to address
various constraints on economic growth and
productivity, similar to industrial policies. The key

Graph 6.3. Global Competitiveness Ranking
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distinction lies in their scope: structural policies
are economy-wide, while industrial policies are
typically targeted at selecied priority sectors.

Improvements in the national investment
climate are pursued through integrated policy
breakthroughs aimed at enhancing business
certainty and fostering healthy competition.

The Government has implemented regulatory
harmonization and simplification across

seciors, most notably through the revision of
dozens of laws under the leb Creation Law
(Undang-Undang Cipta Kerja) to enhance
licensing efficiency. A risk-based approach

to business licensing has been introduced,
simplifying licensing procedures according

to business risk levels—allowing lowe-risk
businesses to cornmence operations more guickly
while ensuring proportionate supervision for
higher-risk activities. Institutionally, investment
licensing authority has been centralized under
the Minisiry of Invesimentiindonesia Investment
Coordinating Board (BKPM) and operationalized
via the integrated Online Single Submission [(055)
system, supported by service level agreements
(5LA) and the positive fictitious (fik{if positif)
approval mechanism. In addition, fiscal incentives
such as reductions in the corporate income

tax (CIT) rate have been provided to enhance
investment atiractiveness. These measures are
aligned with the business environment reform
roadmap established in 2021 and collectively
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refliect the Government’s commitment to creating
a more conducive, transparent, and competitive
investment cdimate to support job creation and
sustainable economic growth,

Structural reforms in investment policy also
include the re-arrangement of foreign direct
investmeant {(FDI) regulations to enhance business
certainty while safeguarding investment

quality. In line with Minister of Investment and
Downstreaming/Head of BKPM Regulation

No. 5 of 2025, FDI governance includes the
establishment of a mimimum invesiment value of
iDR 10 billion. In addition, a minimum paid-in and
subscribed capital requirement of 1IDR 2.5 billion
is stipulatad to sirengthen investor commitment,
accompanied by more flexible provisions
regarding the use of funds for operational
purpaesas. Differential treatment is also

provided for specfic sectors, including property,
accommodation, and natural resource-based
sectors, Overall, these FDI requlations reflect

the Government's structural reform agenda

to foster a more transparent, proportional,

and productivity-oriented investiment climats,
aligned with regulatory simplification, risk-based
licensing, and strengthened governance in

order to support economic transformation and
sustainable growth.

Structural reforms aimed at fostering healthy
competiition enhance efficiency, promote
innovation, reduce economic casts, and
improve resource allocation. The Government,
in coliaboration with the Business Competition
Supervisory Commission (Komisi Pengawas
Persaingan Usaha—KPPU), has undertaken
modernization of competition policies

to strengthen national competitiveness.

These efforts incdlude updating competition
regulations in line with the digital economy,
harmonizing cross-sectoral policies, enhancing
the institutional capacity of competition

law -enforcement agencies, and integrating
technology into competition monitoring and
enforcement mechanisms.

Structural reforms through the strengthening

of physical and digital infrastructure
connectivity are critical in supporting economic
transformation, equitable development, and
national competitiveness. Physical connectivity

is essential for accelerating access to public
services and fostaring inter-regional economic
integration. The Government remains committed
to developing modem, efficent, and affordable
physical connectivity, encompassing the
integration of land, sea, air, and rail transport
modes, reducing logistics cost disparities between
western and eastem regions, and improving

the national Logistics Performance Index

(LPI). Connectivity enhancement and regional
development initiatives form part of the National
Strategic Projects (PSN). Infrastructure provision
is also extended to remote areas in line with

the Sumitronomics concept, which emphasizes
equitable distribution of development benefits.
On the digital front, the Government has
expanded broadband access through the
construction of Base Transceiver Stations (BT5)
and fiber-optic networks and has issued the
MNational Digital Infrastructure Roadmap 2025 o
guide future development. All of these inthatives
require strong Infrastructure governance.

The Government has strengthened structural
polides through the provision of more
competitive, targeted, and transparent fiscal
incentive packages to enhance investment
attractiveness and accelerate real sector
transformation. These incentives are
administered through a one-stop integrated
process at the Ministry of Investment and
Downsireaming/BEKPM and include key schemes
such as tax holiday, tax allowance, import duty
exemptions, and super tax deduction. Under
the tax holiday scheme, corporate income

tax reductions of up to 1009% are granted for
large-scale investments and pioneer industries
for a specified period, alongside a mini tax
holiday for medium-scale investmenis. The tax
allowance provides reducticns in taxable income,
accelerated depreciation and amortization,

=
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lower dividend tax rates, and extended loss
carry-forward perieds, particularly for priorty
sectors and regions. Import duty exemptions
for machinery, goods, and raw materials are
provided to reduce initial investment costs

and support capacity expansion. Meanwhile,
super-tax deduction incentives are designed fo
stimulate strategic activities such as vocational
education, research and development (R&D),
and labor-intensive indusiries. Collectively,
these incentives form part of the Government’s
structural reform agenda to lower the cost of
doing business, improve investment quality and
productivity, and maintain healthy competition,
thereby strengthening national economic
competitiveness over the medium- to long-term,

Structural reforms through improvements

in human capital quality serve as a robusi
foundation for economic transformation. Over
the 20252029 medium-term, the Government,
under National Priority (PN) 4, Is committed

to strengthening Indonesia’s human capital
development. Key policy directions include
accelerating the 13-year compulsory education
program, enhancing teaching and learning
guality, strengthening education governance
systems, expanding access to high-quality higher
education and Scence, Technology, Engineering,
Arts, and Mathematics (STEAM), and fostering

a culiure of literacy to promote aeativity and
innovation. In addition, the Government is
strengthening vocational education and training
and the labor market ecosysiem to create

a conducive employment environment that
supports improved labor gquality and productivity,
including greater participation of women in

the workforce.

Structural reform policies are further

reinforced through enhanced domestic and
international trade and investment cooperation.
The Government promotes a collaborative
pentahelix approach that integrates the roles

of Government, the business sector, atademis,
communities, and the media to encourage

2
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high-quality and sustainable investment
realization (Figure 6.1.). Through clear policy
direction and investment diplomacy strategies,
the Government ensures legal certainty

and a conducive business environment.
International business collaboration is oriented
toward downstreaming, innovation, and job
creation as tangible outcomes of cross-border
investment parinerships. Academia confributes
research-based inputs and strengthens human
capital capacity, while communities help ensure
that investment delivers inclusive welfare and
local empowerment. The media plays a role in
enhancing transparency, public communication,
and Indonesia’s positive image as a competitive
investment destination, Pentahelix approach

Is complemented by facilitation strategies such
as right-to-match mechanisms, investor forums,
and optimization of intemational cooperation
platforms, reflecting the Government's
commitment to building a coordinated, adaptive,
and guality-oriented international cooperation
ecosystem as part of structural reform and
national economic transformation.

Govermmment programs under the National
Stratagic Projects (PSN) framework can be
interpreted as structural policies supporting
long-term economic transformation. Productivity
enhancement is pursued through 72 PSN focusaed
on connectivity infrastructure and economic zone
development. Meanwhile, 142 PSN are aimed at
strengthening the economic structure through
increased capital accumulation, including 90
projects related to housing, water resources,
energy, and food,; 21 projects related to energy
programs and swamp rice land development;
and 52 PSN related to business development,
downstreaming, and industrizalization. From a
labor perspeciive, seven projects are dedicated
to human capital strengthening, four of

which constitute Presidential directives: the

free nutritious meal program, people’s school
development, education digitalization, and
welfare card programs.
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Indonesia’s Industrialization
Policy

6.3.1. Developments in Global
Industrialization Policies

In line with rising of global uncertainty,
industrialization policies have once again been
adopted by many countries. Going forward,

the global economy will face a number of
challenges, including slowing economic growth
amid widening fragmentation across countries.
This slowdown has been driven by heightened
global uncertainty following the implementation
of unilateral tariff policies by the US Government
and persistent geapolitical tensions. US tariff
policies have coniributed to dedlining global
trade volumes and exacerbated disruptions in
global supply chains. At the same time, global
disinflation is expected fo be constrained by the
impact of US tariffs and persistently elevated
non-oil cammodity prices. These conditions

will limit the scope for monetary policy rate

cuts to further stimulate domestic growth.
Consequently, economic growth will increasingly
depend on the implementation of structural
reform and industrial policies to activate the real
sector. This trend is reflected in the rise of new
indusinal policy interventions, particularly in the
post-COVID-19 pandemic period (Graph 6.4.).

The number of countries implementing
industrialization polides to strengthen economic
resilience and promote growth continues to rise,
particularly among advanced economies such

as the U5, the European Unien, and Canada, as
well as several emerging economies, including
China. The post-pandemic period has marked a
paradigm shift from a development approach
relying solely on market mechanisms toward a
more active role of the state in shaping medium-
to long-term economic structures. Modemn
industrial polides are no longer limited to

frade protection or import substitution but also
encompass targeted fiscal incentives, fong-term
financing support, governmeant procurement
policies, and facilitation of research and
development (R&D).

The primary motivation for adopting
industrialization policies is to enhance the global
competitiveness of domestic products through
subsidies and direct support instruments. This
motivation is prevalent across both advanced
economies and Emerging Market and Developing
Economies (EMDEs). Cther considerations, such
as climate mitigation and strengthening global
value chain resilience, are more dominant among
advancad economies (Graph 6.5.). In terms

of sectoral focus, advanced sconomies tend

to prioritize high-technology manufacturing,

Figure 6.1. Pentahelix Modsl to Strengthen International Cooperation

Source: BKPAM
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Graph &.4. Increase in Global Indusirial Policy
Interventions
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commaodities, energy, food, and services sectors.
In developing economies, indusirial policy
priorities are more diverse—ranging from
high-tech manufacturing and commodities

to energy, food, and services—depending on
technological readiness and natural resource
endowments (Graph £.6.). By instrument, the IMF
{2025} notes that during 2009-2022, subsidized
finandng and direct support accounted for
more than BD% of industrial policy interventions
globally, both in advanced economies and
emerging market economies (Graph 6.7)).

For Indonesia and the ASEAN region,

globzl industrial policy dynamics present
opportunities to strengthen positions within
global value chains. Increased cross-border
production relocation and investment

driven by geo-economic fragmernitation and
friend-shoring strategies create opportunities
to strengthen domestic manufacturing bases
and attract investment in green technology
and eleciric vehicle (EV) sectors. However,
these opportunities are accompanied by risks,
including heightened apital flow volatility,
external pressures on exchange rates, and
potential widening of current account deficits if
industrial policies are not well coordinated and
effectively implemented.
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Graph 6.5. Motivation for Global Industrialization
Policies
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The success of industrialization policies varies
across countries, influenced by country-specific
characteristics and industrialization models.
South Korea's industnalization succeeded due

to a clear long-term vision, close coordination
between the Government and the private sector,
and a strong foous on technological and human
capital development. China demonstrates the
role of long-term planning and large-scale state
support in accelerating technelegy diffusion,
albeit with challenges such as overcapadty risks
and trade tensions. Conversely, Brazil's experience
illustrates that protectiontsm without strong
oversight and performance discipline can result in

Graph 6.6. Priority Sectors of Global
Industrialization Policies
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Graph 6.7. Global Industrial Policy Interventions
by Instrument
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subsidy dependence, distortions, and weakened
competitiveness. These international experiances
provide valuable lessons for designing Indonesia’s
industrial policy framewori.

South Korea's experience jllustrates how
well-designed industrial policies can drive real
secior transformation. Since the 1970s, the South
Korean Government has implemented large-scale
industrialization policies to promote structural
transformation in sirategic sectors. These

policies were implemented gradually in line

with technological and capacity development.
The Korean indusirialization model was based
on parinerships between the state and private
conglomerates (chaebal), with chaebaol acting

as lead firms aligned with the Government’s
long-term vision. Government support included
industrial planning, targeted financing,
performance-based fiscal incentives with clear
targets, and export-oriented productivity
enhancement. Domestic market protection served
as an incubation medhanism for early-stage
industries, complemented by selective protection
for strategic sectors. Industrialization was further
supported by directed financing toward priority
sectors with close coordination between the
Government and monetary authorities.

South Korea's industrialization was underpinned
by strong structural policies. The Government
implementad industrial policies consistently

over the long-term and conducied rigorous
eyaluations, terminating subsidies and incentives
for non-productive sectors. For example, the
government provides support to more than one
company in the automotive sector, however in its
development, the Hyundai company has become
dominant. South Korea’s significant investment
in R&D—seuceeding 5% of GDP—played a key
role in dosing technological gaps through
learning-by-doing and reverse engineering.
Strong governance and complementary policias,
including anti-corruption campaigns, industrial
estate development, capital goods import
facilitation, skilled labor education, and agrarian
reform, further supported success. These factors
enabled sustained productivity and export
growth, positioning South Korea as one of the
most successful industrialization cases among
developing economies.

China has implemented industrialization policies
on a much larger scale and intensity through
long-term planning and strong state support.
Since the sarly stages of economic reform,
China has integrated indusirialization strategies
into national development plans, priortizing
manufacturing and strategic technologies

such as electric vehicles (EVs), solar panels, and
semiconductors. These policies involved massive
investment, fiscal incentives, and low-cost
financing, supported by gradual integration
into global markets, Export orientation and
active participation in international value chains
accelerated structural transformation, making
China a global manufacturing hub. Supporting
ecosystemns were developed through industrial
zones, logistics infrastruciure, and public
procurement policies to encourage domestic
demand. China also built an integrated R&D
ecosystem linking academia and industry,
pursued aggressive technology transier,
supported by a mutually supportive financing
ecosystem of the government and financial
institutions as well as innovative finanang
schemes. The government also protects the
domestic market along with expanding the
supply of raw materials and global marketing,
as well as protecting technology exports. While
fiscal risks and market discipline require careful
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management, China has successfully increased
technological competitiveness and strengthened
its position in the global supply chain, while
also highlighting the importance of long-term
planning and industry policy integration with
national development agenda.

In contrast, the unsuccessful implementation
of industrial policies in Brazil provides
important lessons on the limitations of
import-substitution-based industrialization.
Brazil's industrialization strategy relied heavily
on high protection for domestic industries
and state-owned enterprises as the primary
policy instruments, with the objective of
reducing import dependence and promoting
manufacturing growth. In its early stages; this
sirategy temporarily expanded production
capacity; however, its narrow domestic market
orientation constrained economies of scale
and limited integration with glabal markets.
The absence of performance-based evaluation
mechanisms and policy discipline resulted in the
continued provision of state support despite
persistently low productivity, leading to fiscal
subsidy dependence and increased budgetary
pressures. Atthe same time, private sector
R&D investment remained relatively low, with
manufacturing research yielding success in only a

limited number of sectors and lacking sufficient
integration with market needs. Moreover, weak
governance and policy oversight as part of
structural policies generated price distortions and
resource misallocation. Over the long-term, this
strategy falled to strengthen competitiveness
and external resilience, and contnbuted to
external debt crises durning the 1980s. Brazil's
experience underscores that overly protectionist
industrialization palicies, inthe absence of
performance-based incentives and safeguard
mechanisms, carry significant rnisks of subsidy
dependency and structural competitivenes
erosion (Table 6.1.).

6.3.2. Developments in Indonesia’s
Industrialization Policy

Indonesia’s industrialization policy has evolved
from import substitution toward value-added
enhancement and manufacturing base
strengthening. Historically, downstreaming
polices developed gradually and shifted

in orientation in line with domestic and

giobal economic dynamics. During the early
post-independence and New Order periods,
industrial policy was dominated by impori
substitution, while natural resource-based
exports served primarily as raw material suppliers

Table 6.1. Industrial Pelicies of South Korea, China, and Brazil

South Korea
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and foraign exchange earmers with limited
downsireaming. From the 1980s to the early
20005, policy orientation shifted toward primary
commodity-based exports alongside trade and
investment liberalization, however, reinforcing
dependence on raw material exports. A major
turming point occurred with Law No, 4 of 2009

on Mineral and Coal Mining, which mandated
domestic processing and refining to ingease valus-
added. S5ince then, downstreaming, particularly

in the mining sector, has been positioned as an
instrument to increase state revenue, improve
terms of trade, and atiract investment in the
processing industry. This was followed by the
nickel ore export ban in January 2020, through
the Minister of Energy and Mineral Resources
Regulation Number 11 of 2012 concerning Mineral
and Coal Mining Business, marking a dedisive step
in positioning downstreaming as a core instrument
of structural economic transformation. Over time,
downsireaming expanded beyond mining to
include agriculiure and food sectors, and became
closely linked to manufacturing strengthening, job
creation, productivity enhancement, and external
resilience (Figure &.2.).

Figure 6.2 The Development of

Industrialization, through strengthened
downstreaming, has not only increased export
value-added but also enhanced investment
attractiveness in manufaciuring. Over the

past decade, the share of processed products

in Indonesia’s export sttucture rose from
©87.14% in 2014 1o 71.80% in 2024 (Graph

0:8.). This reflects the growing contribution of
manufacturing to export performance and the
positive impact of structural transfermation
towards increasing export compefitiveness and
resilience. lnvestment related to downstreaming
during 2024 through Q2-2025 reached

HpE22.2 trillion, or 26.7% of total domestic
and foreign investment, significantly higher
than Rp375.4 trillion or 26.5% in 2023 (Table
0.2}, This underscores Indonesia’s increasing
atiractiveness as a value-addad manufacturing
investment destination, while emphasizing the
role of downstreaming as a catalyst in shifting
investment patterns from the extractive sector
o the productive sector based on processing and
accelerating the transformation of the national

economic structure.

Indonesia’s Downstreaming
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Graph 6.8. Contribution of Industrialization to
National Exports
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Despite progress, downstreaming can be
further strengthened as & foundation for

future economic transformation. First,

while downstreaming has improved export
performance—particularly in basic metals—it
remains concentrated in intermadiate products,
with continued reliance on imports of certain
derivative producis, such as tin and copper.
Second, downstreaming has boosted investmeant,
including FDI, but expori-oriented production
often remains vulnerable to extemal shocks.
Third, employment absorption has increased, yet
human capital quality and R&D capacity remain
limited, as reflected in Indonesia’s relatively fow
global innovation index ranking (Graph 6.9.).

£.3.3. Strengthening Indonesia’s
Industrialization Policy

Achieving the vision of Golden Indonesia
requires real sector transformation through
structural reform and industrialization policies.
The first phase of transformation (2025-2029)

Indonesia’s industrialization
promotes higher value-added in
export products and strengthens

the investment atiractiveness of the
manufacturing sector

158)
o

Table 6.2. Contribution of Industrialization to
National Investment

Downstreaming 3754 (26.5%) B302 [(2RT%)
SECIOTE

Man-downstresming 10435 (73.5%) 2.309.3(73.3%)
ERCIOrE )

Trtal 14188 [100%) 31405 (100%)

Source: BXPM, mloulated

focuses an strengthening downstreaming of
natural resources, research, innovation, and labor
productivity (Figure 6.3.). The 20252029 National
Medium-Term Development Plan (RPIMN) identifies
downsireaming and natural resource-based
indusirial development as National Priority 5 of

8 National Priorities. It aimed at building a high
value-added, regionally integrated, and globally
competitive industrial foundation, therehy
acting as a key driver of regional and national
economic growth. Accordingly, medium-term
indusirialization policies are directed toward:

(i} the development of downstreaming in

prionty natural resource-based industries;

skilled labor-intensive industries; innovation-

and technology-intensive indusiries; as well as
export-oriented industries; (ii) the development
of industrial agglomerations in priority Industrial
Estates (KI) and Spedal Economic Zones (KEK)

as new growth centers; (i) the optimization of
the backbone of economic integration and the

Graph 6.9. Global Innovation Index
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Figure 6.3. Stages of Etonomic Transformation
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strengthening of the national logistics system,
{iv) the enhancement of invesiment to support
domestic and global economic integration; (v)
the expansion of domestic, interregional, and
export trade, along with increased particpation
in global value chains; and (vi) the optimization
of national strategic investment.

Industrizl downstreaming policy focuses on
priority natural resource commodities and
strengthening priority manufacturing industries.
Priority commodities selected must make a
significant contribution to GDP. |n addition, these
commeoedities should generate high value-added,
taking into account their potential for local
employment absorption, industrial readiness,

The direction of industrialization
policy through downstreaming
focuses on priority natural resource
commodities and the strengthening
of priority manufacturing industries

2035 - 2039
oy —
of Golde=n Indonssia

AR SCOTIHTHC foOwWETRsE
uitsgratzdinto glehsl and
domestic walue chain
networks, with sirong
sxpert performans

Hagh-ncame ouniny

investment opportunities, availability of raw
materials, and environmental impacis. Natural
respurce downsireaming is aimed not only at
increasing value-added and enhancing export
competitiveness, but also at sirengthening
Indonesia’s position in global value chains (GVCs),
reducing import dependence, and promoting
more optimal utilization of natural resources

In this regard, priority commodities over the
medium-term incdude nickel, copper, bauxite,
fin, palm oil, coconut, and seaweed (Fgure 6.4.),
with potential inclusion of rare earth elements,
given strong global demand, particularly for
electric vehicles, battenies, electronic devices,
and advanced defense systems. Nevertheless,
the management of rare earth elements remains
closed to pnivate sector participation and is
cammied out entirely by the Mineral Industry
Agency. Innovation- and technology-intensive
industries will focus on the semiconductor and
aerospace industries, while basic mdustries will
emphasize the strengthening of basic metals,
iron and steel, and the chemical industry,

These policies are reinforced through industrial
agglomeration in priority Industrial Estates (K1)

158/
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Figure 6.4. Priority Natural Resource
Downstreaming Commaodities under the National
Medium-Term Development Plan (RPIJMN)
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and Special Economic Zones (KEK), such as Sei
Mangkei SEZ, Batang Integrated Industrial Estate
(KIT Batang), and Weda Bay Industrial Estate (KI
Weda Bay).

Priority manufacturing development follows

a two-pronged approach reform strategy,
targeting medium-to-high-technology
industries and labor-intensive, low-technology
industries. Industrial strategies for medium-

to high-technology seciors are focused on

the automotive industry, eleciric batteries,
petrochemicals (benzene, xylene, and propylene),
and semiconductors (Figure 6.5.). Supporting
industrial sirategies for low-technology sectors
are focused on natural resource-based products
such as nickel, bauxite, copper, tin, crude palm
oil (CPO), and processed rubber for industrial
use, Labor-intensive industrial strategies and
regionally leading products are focused ori
garments, sports footwear, as well as a range of
plantation, agricultural, and fisheries products.
The selection of these strategies is based on
several considerations, including technological
adopfion capacity, the development of
downstreaming and indusirial value chains, and
the availability of exploration potential of the
relevant natural resource commodities. Overall,
sirengthening priority manufacturing indusiries
through this two-pronged approach is expected
to enhance national industrial productivity

e
.

and competitiveness, reinforce the resilience
of the economic structure, and reaffirm the
manufacturing sector’s role as the main engine
of long-term economic growth that is inclusive
and sustamable.

Nickel downstreaming exemplifies successful
value chain development, shifting exports from
raw matenals to high value-added produds.
The policy banning nickel ore exports since
January 2020, combined with the accelerated
development of processing faclities, has
promoted a transition in exporis from raw
materials o higher value-added processed
products, including ferronickel, nickel pig iron
(NP1), and intermediate products for the electric
vehicle battery industry (FHgure 6.6.). This
transformation has significantly increased the
export value of nickel downstreaming products
and strengthened Indonesia’s position within
the global supply chain for the metals and dean
technology industries (Graph 6.10.). In addition,
foreign direct investment {FDI) mflows have
also increased, particularly in the development
of smelters and integrated industrial estates,
bringing m capital, technolegy, and access to
global markets. Beyond trade and investment,
the impact of nickel downstreaming policies
extends further by fostering the emergence

of new industrial conters outside lava, such as
in Morowali Regency and Central Halmahera
Regency. The development of industrial hubs

Figure 6.5. Strengthening Priority Manufacturing
Industries

Strengthening Priority Manufacturing Industries

o e -
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in these regions has accelerated local economic
transformation from areas dominated by primary
activities—namely agriculture and raw material
mining—into centers of high value-added
processing industries. Regional economic
structures have also shifted, as reflected inthe
rising contribution of the manufacturing sector
to gross regional domestic product (GRDP), the

Graph 6.10. Exports of Mickel Downstreaming

creation of non-agncultural employment, and
the expansion of related seconomic activities,
including logistics services, construction, housing,
and trade (Figure 6.7.}). Accordingly, nickel
downsireaming not only serves as an instrument
for increasing national value-added, but also acks
as a catalyst for more balanced development,
the strengthening of the indusirial base outside
Java, and the acceleration of regional economic
transformation toward a more productive and

Products competitive economic structure.
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Figure 6.7. Economic Structure of Nickel Downstreaming Hub Regions
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Meanwhile, private corporations play a qucial
role in downstreaming through investrnent,
production, and downstream-ariented
innovation. Foreign private corporations act as
accelerators of industrialization and as key entry
points for technology transfer and integration
into giobal value chains. Furthermore, the role
of the private sector is eritically important in
financing investment, given the limited fiscal
financding capacity.

Industrialization through downstreaming can
function as an engine of economic equity,
supporting an inclusive and sustainable
economic structure. Downstreaming strengthens
local economies through industrial partnerships
with communities and micro, small, and medium
enterprises (MSMEs), MSMEs participate

in downstreaming value chains through

the provision of raw materials, small-scale
downstream processing, and the distribution

of downstreaming products in local markets. In
addition, the development of downstreaming
industries and Industrial Estates (KI) and Special
Economic Zones (KEK) outside Java promotes
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more balanced economic development and
creates new employment opportunities
beyond Java.

Strategic partnerships betwesn downstreaming
industries, communities, and M5MEs

continue to be expanded. Synergies among
downstreaming corporations, local communities,
regional governments, and MSMEs are being
strengthened through mutually beneficial
relationships. The contribution of downstreaming
companies in developing local MSME businesses
can be further expanded through desper
integration into local value chains. For instance,
in several regions downstreaming companies
have involved local communities in workforce
recruitment as well as in the provision of local
goads and services. Moreover, companies

have contributed to the development of
surrounding MSME ecosystems, incuding food
stalls, housing rentals, and logistics servies for
employees and nearby communities. This modal
supports long-term econcemic sustainability,
more eqguitable welfare outcomes, and the
strengthening of regional economic siructures;
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Going forward, global demand prospects for
Indonesia’s leading export commodities are
projectad to remain strong, supporting the
sustainability of downsireaming policies.
These favorable prospects are aligned with the
development of green industries and new and
renewable energy (NRE), electronics, construction
activities, and rising global food demand.
Demand for nickel commodities continues to
increass, driven by the electric vehicle industry
and other NRE-related industries. Prospects for
bauxite demand remain strong, supporied by
green indusiries, such as eleciric vehidles, solar
panels, and wind turbines. Meanwhile, demand
prospects for palm oil are expected to continue
rising, particularly for food and biodiesz] neads,
while demand for seaweed is also projected to
remain strong, especially for biestimulant and
food indusiries.

Prospects for rising global demand are supported
by the availability of adequate mineral reserves
and land resources. The reserves and land area
of nearly all of Indonesia’s leading commodities
rank among the world's top fen and are
geographically dispersed across regions (Figure
6.8.). Indonesia possesses the world's largest
nickel reserves, primarily located in Sulawesi

and North Maluku. In addition, Indonesia

holds the world's second-largest tin reserves,
concenirated in the Bangka Belitung Islands.
Indonesia’s bauxite reserves are also substantial,
ranking sixth globally and distributed across
Kalimanian, Sumaira, and Java. Indonesia is glse
the world's largest palm oil producer in ferms of
plantation area, mainly located in Sumatra and
Kalimantan. Indonesia’s seaweed production
ranks second globally, with production centers
spread across various regions. Rare earth
mineral reserves are also abundant, particularly
in Sulawesi, positioning Indonesia as one of

the countries with very significant rare earth
potential worldwide.

Going forward, the strengthening of
downstreaming neads to be supported by the
optimization of research and innovation, The
success of industrialization in South Korea and
Chinra, among others, has been underpinned by
strong research and development (R&D) @pacity.
Meanwhile, the role of R&ED in Indonesia

in driving industrial upgrading—including
deeper downstreaming, fechnological masiery,
and the development of high value-added
producis—remains suboptimal. This condition
is reflected, among others, in the relatively low

Figure 6.8. Map of Natural Resource Endowments and Mineral Reserves of Key Commodities, 2024
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level of government expenditure on science
and technology {(5&T) capacity building and
innovation, which stands at around 0.28% of
GDP. This level is lower than that of South Korea
(4.819% of GDP), Thailand (1.31% of GDP), and
Malaysia (1.04% of GDP) in 2020. Therefore, the
Government has set a target to gradually increase
spending on research and innovation to reach
0.45% of GDP by 2029. Over the mediurn-term,
the Government Is strengthening research and
innovation polices directed toward increasing
the confribution of scence and technology and
innovation to national development; enhancing
vocational education, training and labor
productivity; as well as developing a national
talent management systam. The increasad
conftribution of science and technology and
innovation to national development is pursued
through the development of an integrated
ecosystem extending through downstreaming
and utilization, particularly within the
industrial sector.

6.3.4. Investment and Financing Needs for
National Industrialization

International experience shows that appropriate
financing models are critical for successful
industrizlization. China, for example, relies on
bank consortia supported by industrial policy and
fiscal incentives (GeiBendorfer & Haas, 2072)
South Korea combines chaebol leadership with
export credit and long-term financing (Lim,
2012). Meanwhile, mineral-producing couniries
such as Chile and Australia leverage synergies
among national companies, sovereign wealth
funds, and public-private parinarships (Mami,
2023; Britt & Czarnota, 2024). Lessons from

these international practices underscore the
critical role of the state in ensuring the success
of industrialization, particularly in reducing
early-stage investment risks and providing
business certainty.

Capital and investment needs for real sector
transformation, especially for natural resource
downstreaming and industrialization, are
substantial and cannot rely solely on the state
budget (APBN). Total investimeant requirements
for 20252031 are estimated at Rp62.54 thousand

o
L

trillion; it increases from Rpb.88 thousand
trillion in 2025 to Rp11.63 thousand trillion by
2031 (Figure 6.11.). These investment needs

are expected to be financad from three main
sources, namely the Government, State-Owned
Enterprises including Danantara, and the private
sector. Considering the limited, available fiscal
space—including the priortization of social
spending and the statutory fiscal deficit ceiling
of no more than 3% of GOP—investment
finanang from the State Budget over the
perioad is projecied at Rp3.15 thousand tillion,
or around 5.0% of total investment needs,
Meanwhile, investment financng from 50Es
and Danantara is estimated at approximately
Rp5.84 thousand trillion, or 9.3% over the same
period. The largest share of investment financing
is expecied to be provided by the private sector,
amounting to an estimated Rp53.56 thousand
trillion, or around 85.6% of total investment
reguirements. This sizable share of private secior
financing constitutes the greatest challenge to
the successful implementation of real sector
transformation polides. This challenge further
highlights the need to establish dear and
commercially viable business models, strengthen
governance and insttutional framaworks,

and enhance fechnoelogical adoption capacity
within natural resource downstreaming and
indusirialization programs, so that they remain
atiractive both to domestic investors and
foreign investors,

Graph 6.11. Projected Total Investment and
Financing Sources for 2025-2031
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Policy synergy among the Government,
Danantara, Financial System Stability
Committes (KS5K), and Bank Indonesia must be
strengthened to mobilize private financing to
meet substantial future investment needs. Based
on prevailing private sector investment financing
patiarns, approximately 59.25% of total private
investment requirements during the 20252031
period—equivalent to around Rp37.1 thousand
trillion—is projecied to be sourced from internal
corporate funds, comprising retained earnings
and other internal finanang sources (Rgure
6.12.). In addition, private sector financing
sourced from external funding, in the form

of foreign direct investment (FDI) or external
borrowing, is estimated to account for around
10.37% of total private sector requirements, or
approximately Rpb.5 thousand trillion. Further
private secior financing is expected to come
from bank credit and financng, amounting to
around 12.02% of private investment needs,

or appraximately Rp7.52 thousand trillion over
the same period. The remainder of private
sector financing is projected to be sourced

from the capital market and non-bank financial
institutions. For new projects with limited
internial funding availability, a larger share

of investment requirements is expected to be
fulfilled through bank credit/financing and
external finandng.

Policy synergy to mobilize financing from four
main sources—namely intermal funds, banking,
foreign direct investment, and the Government
budget—needs to be optimized in order to
achieve high economic growth over the naxt five
years. In this regard, policy synergy is focused

on four key aspects: optimal project financing
structures; appropriate financing sources;

Policy synergy between the
Government, Danantara, the
Financial System Stability Commitiee
(KSSK), and Bank Indonesia neads 1o
be further strengthened to support
industrialization financing

Graph 6.12. Invesiment Financing Sources
Composition Projection 2025-2031
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liquidity and hedging; and finandal education
and literacy. Project financing structures may be
sournced from the private sector, including bank
credit/financing, issuance of bonds or other
securities in the domestic capital market, as well
as borrowing from foreign investors. In addition,
some projects generate commerdal retums,
allowing a significant portion of their investment
needs to be met by the private sector through
equity, bank cradit, foreign loans, and foreign
direct investment. However, other projects
continue to require pariial financing support and
fiscal incentives from the Government to enhance
their commercial viability. Such fiscal incentives
andfor other government policies include tax
arrangemernts, interest subsidies, and policy
certainty, particularly during the grace period
from the construction phase to the infial stage
of operations.

Danantara plays a significant role both
in business model implementation and in
investment financing for natural resource
downstreaming and industrialization projects.
In this context, Danantara serves as a long-term
financing lever (anchor investor) o acelerate
downsireaming by reducing early-stage
project risks, ensuring the formation of
integrated upstream—downsiream ecosystems,
and attracting private sector investment. In
determining its investment priorities, Danantara
considers at least three kay factors, namely;
163]
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(i) the impact on the national economy; (i)
sustainable retumns; and (jii) the feasibility of
realizable investment opporiunities. Based on
these considerations, Danantara foasesits
investment portfolio on eight priority sectors,
namely: (i) the mineral sector, particularly

nickel and bauxite commodities; (if) renewable
energy, including downstream oil and gas
products; (iii) digital infrastructure, particularly
data centers; {iv) healthcare, including the
development of plasma fractionation facilities
and hospital value chains; (v) financial services,
including asset and oredit securitization; (vi)
infrastructure and facilities for waste processing
and mining infrastructure,; (vil) industrial estata
development; and {viil) food and agriculture. The
development of commercially viable business
models for downstreaming and industrialization
in these priority sectors is essential to atiract
investment from both the Government—through
Danantara—and private investors, domestically
and internationally. In implementation,
Danantara can strengthen the bankability of
downstreaming projects through a combination
of equity instruments, project financing, and
co-investment with strategic partners, including
by fadiitating access to external financing.

Synergy between Structural
Policies and Industrialization
Economic transformation toward sustainable
industrialization requires strong and consistent
policy coordination across authorities, as well as
close synergy between structural and industrial
policies. The success of indusirialization in
other couniries has been supported by strong
synergy among the Government, the private
sector, and other authornties, complemented by
structural policies as a foundational element
In South Korea, successiul industrialization has
been underpinned by integrated policies among
the Government, the central bank, the banking
sector, and industry, with chaebol serving as the
main growth engines. By comparison, in China,
downstreaming policies have been implamentad
in an integrated manner across authorities

and the private sector, with a dominant role
played by the Government, thereby supporting

g
a

successiul indusirialization, Industrialization
policies in both countries have been reinforced
by structural pelices, incduding well-governed
institutional framewaorks and strong research and
development (R&D) activities.

A policy mix combining structural reform and
industriaiization policies serves as an alternative
approach for the development of priority
sectors, Strucitural reforms are generally more
challenging to implement due to their reliance
on government bursaucragy at both central and
regional levels, Accordingly, a combination of
structural reform policies and indusinal policies
may represent a pragmatic opton. This approach
can be pursued by implementing industrial
policies to enhance productivity, value-added,
and competitiveness of leading sectors within
Special Economic Zones (KEK) as growth centers,
while simultaneously advancing reform policies
to improve the investment climate, infrastructure
connectivity, governance and institutional
efficiency, as well as innovation and research to
accelerate technology adoption. In this regard,
the development of several Industrial Estates (Ki)
and Special Economic Zones (KEK}—including
Batang, Sei Mangkei, and Weda Bay—as growth
centers for natural resource downstreaming and
industrialization, aswell as other priority sectors,
represents an appropriate policy step within

the combined implementation of industrial and
structural policies.

Policy reforms in Industrial Estates (Ki) and
Special Economic Zones (KEK) need to be
accelerated to transform these areas into
competitive engines of downstreaming and
industrialization. Lessons from international
experience indicate that the key success

factors for KVKEK development include the
availability of reliable infrastructure and utilities,
encompassing logistic connectivity, energy
access, and essential area services. In addition,
the availabilty of skilled labor is required
through strengthened link and match programs
and training. Equally important are deregulation
or integrated licensing simplification and

land certainty, supported by easier acess to
financing and funding schemes aligned with the
characteristics of industrial projects. These policy
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reforms need to be implemerited on a tailor-made
basis, reflecting the specific characteristics and
challenges faced by each area. Under the 2025
2045 National Long-Term Development Plan
{(RPIPN]}, the Government has mapped thematic
economic transformation by region, with natural
resource-based industries to be concentrated

in Sumatra and Sulawesi (Figure 6.2.). From the
financing perspective, access to long-term funding
needs o be expanded through strengthening

of the banking sactor and financing institutions,
project financing and blended finance schemes, as
well as selective and performance-based incentives
to acczlerate invesiment inflows and enable the
development of integrated value chains from
upstream to downstream,

INDUSTROPOLIS BATANG
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REPUBLIK INDONESIA

BATANG, 20 MARET 2025

Special Boonomic Zone ELE, d

The development of selected Sp=cial Economic
Zones (KEK) and Industrial Estates (Ki) has

the potential to serye as downstreaming
business models going forward, supported by
adequate incentives, strategic locations, and
reliable area infrastructure and utilities. Lessons
drawn from three illustrative zones indicate
that Batang Industrial Estate demonsirates

how a combination of preximity to major
markets and logistics hubs, comprehensive
investment incentive packages, and strengthened
connectivity—including port support and
transport access—can accelerate tenant enfry
and promote manufaciuring-based export
growth. Weda Bay Industrial Estate underscores
the importance of sufficient and sustainable

Figure 6.9. Regional Thematic Economic Transformation
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energy availability, as well as licensing certainty,
as prerequisites for the expansion of mineral
downstreaming areas to ensure that subsequent
investment can proceed without distuption,
Meanwhile, 5ei Mangkei Special Economic

Zone highlights the need for mora targeted
reforms, parficularly energy pricing incentives
and expedited development of supporting
infrastructure. Logistics connectivity to ports,
provision of worker housing, strengthened
waste management, and accelerated completion
of environmental documentation constitute
critical supporting infrastructure to enhance

the competitivenass of the zones and attract
downstream industrial investment on a
sustainable basis.

Synergy between structural and industrial
policies ensures that long-term foundational
economic reforms are aligned with the direction
of industrial development. Such synergy does
not owur auiomatically, but rather requires a
systematic and well-coordinated approach. At
least five key approaches reflact the synergy
between structural and industrial policies.

First, maintaining macroeconomic and financial
system stability as a prerequisite for successiul
industrialization. Fiscal policy is directed toward
supporting 2conomic growth through produdtive
expenditure, while continuing to safequard
macroeeconomic stability, Fiscal incentives and
stimulus measures to support industrialization
are implemented in a @librated manner,

taking fiscal sustainability into account. Bank
Indonesia’s monetary policy is oriented toward
supporting economic growth while consistently
achieving the inflation target and maintaining
Rupiah exchange rate stability. Coordination
between the Government’s fiscal policy and
Bank Indonesia’s monetary and macroprudential
policies is continuously strengthened to strike a
balance between safeguarding magoeconomic
stability and promoting economic growth.
Furthermare, policy synergy within the Financial
System Stability Commitiee (KS5K) is directed
toward reinforcing financial system stability.

=
a

Second, structural and industrial policies

share a common objactive of transforming

the r=al sector to foster higher and more
resilient economic growth. Synergy between
structural and industrial policies is essential to
enhance productivity, capital accumulation,

and labor capacity. Structural policies focas on
strengthening economic fundamentals through
improvements in the invesiment clirmate, healthy
business competition, infrastruciure connectivity,
and trade and invesiment policies. Industrial
polices, meanwhile, are direcied toward
increasing value-added in selected economic
seciors designated as national priorities. Synergy
between the twe policies can be achieved when
structural policies are also designed o prioritize
seciors aligned with industrial policy objectives
Industrial Estates (KI) and Specal Economic Zones
(KEK]} represent one model of such structural-
industrial policy synergy. Industrial policies in
KI/KEK are generally implemented to enhance
productivity in specific priority sectors as growth
centers, supported by structural reforms aimed at
improving the investment dimate, connectivity
infrastructure, governance and institutional
bureaucracy, human capital quality, and the
development of research and development (R&D)
to accelerate technology adoption. Over the
long-term, the Government has mapped regional
thematic economic fransformation, with natural
resource-based industries to be concenirated

in Sumatra and Sulawesi. Accordingly, future
synergy between structural and industrial polides
will be more region-specific and better aligned
with local characteristics. Structural policies also
support the development of micro, small, and
medium enterprises (MSMEs) as strategic partners
in downstreaming industries. In this context,
MSMEs participate in providing raw materials,
undertaking initial processing, delivering
logistics and supporting services, conducting
small-scale processing, and camrying out local
distribution and marketing. The role of MSMEs

in industrialization supporis a2 more inclusive and
sustainable economy.
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Third, industrialization requires substantial
investment financing, thereby necessitating
structural policies to fadlitate accass to
financing. The Government plays a strategic
role through industrial policies by providing
incertives and strengthening downsireaming
regulations. In addition, the Government’s role
in structural polices is ortical in improving the
investment dimate, incduding through licensing
simplification, enhanced legal ertainty, and
ease of doing business to atiract long-term
industrial investment Bank Indonesia supports
Government policies by continuously assessing
room for further 8i-Rate reductions in line

with prevailing economic conditions. Monetary
policy is complementad by liquidity expansion
to strengthen the effectiveness of interast rate
transmission from Bl-Rate adjustments to banking
sector interest rates, incuding lending rates for
priority sectors. Macroprudential policy remains
accommaodative to encourage bank credit and
financing, particularly to priority sectors that
support economic growtih and job creation in line
with the Government's Asia Cita. Bank Indonesia
also supports indusirial financing through
financial market despening, including the
development of the money market and foreign
exchange market (PUVA). Synergy between
Bank Indonesia and the Financial Services
Authority (QJK) Is pursued to optimize credit
distribution while safeguarding banking system
risks. Financial market development synergy
within K55K, as well as with ministries, agendes,
authorities, and market participants, continues
to be strengthened to foster innovation in
financing and hedging instruments. In addition,
Bank Indonesia, in coordination with fiscal
policy and K55K, continues to encourage banks
to lower lending rates and expand cradit and
financing to priority seciors. Enhanced synergy
among the Government, Danantara, K55K, and
Bank Indonesia is also pursued to explare private
sector financing sources.

Fourth, structural reform through the
development of physical and digital
infrastructure connectivity serves as the
foundation of indusirialization policy.
Infrastructure development needs to be

aligned with the industrialization roadrmap.

The availability of physical infrastruciure
connecting regions across Indonesia, including
the prowvision of basic infrastructure within Kl and
KEK, is essential for effective industrialization.
Furthermore, integrated multimodal logistics
infrastructure supports downstreaming value
chains, Digital infrastruciure development
supparts downstreaming by enhancing efficiency,
strengthening integrated value chains, reducing
fransaction and logistics costs, and expanding
market access and global integration. In this
regard, Bank Indonesia contributes through the
acceleration of payment system digitalization.

Fifth, export-oriented industrialization policies
are supported by international trade and
investment cooperation. indonesia has pursued
bilaterzl, regional, and multilateral economic
cooperation to enhance trade, investment, and
economic growth. For example, Indonesia has
signed strategic memorandum of understanding
{(Mol) with China to promote investment in
manufacturing, renewable energy, and logistics
sectors. This cooperation aims to atiract
investment, create jobs, and increase MSMEs
participation in global supply chains. In the realm
of international cooperation, Bank Indonesia
continues to strengthen the management of
positive perceptions among investors and rating
agencies to support the investment cdimate, while
promoting frade and investment through Bank
Indonesia’s Invester Relations Unit {(IRU).
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CHAPTER 7~

INCLUSIVE ECONOMY FOR
SUSTAINABLE ECONOMIC
GROWTH

Sustainable economic growth requires not only a high growth rate but also inclusiveness

and equity. In line with the Asta Gia agends, the Government has set out priarity programs

fo accelerate economic activity while sirengthening income distribution, including through
mineral and non-mineral resources downstreaming and ergeted sodal and econamic programs.
These programs are underpinned by fiscal financing and private sector participation to foster
more balanced growth. Bank Indonesia supporis sustainable economic growth through a
comprehensive policy mix encompassing monetiary maaoprudential, and payment sysiem
polides, complemented by initiatives to strengthen micro, small, and medium enterprises
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sustainable economic growth. In this regard,

an inclusive economy is directed to ensure
that the benefits of economic growth are shared
across all segments of society. Indusive economic
policies promote equitable access to education,
health services, employment opportunities, and
business prospecis. In the long-run, equitable
access strengthens human capital capacity
and overall economic productivity, Inclusivity
also plays an important role in reducing socal
and economic vulnerabilities, reinfordng the
foundation of domestic consumption, and
creating a more stable and sustainable basis for
long-term growth.

I nclusive economic policy is a key pillar of

Strengthening an inclusive economy has become
increasingly urgent for Indonesia in light of
ongoing structural challenges. Amid global
dynamics marked by persistent uncertainty,

a growth strategy that prionitizes inclusivity

has become crudal to safeguarding national
economic resilience. To address these challenges,
the Government has introduced various

priority programs as the implementation of the
President’s Vision and Mission set out in the Asfa
Crta, which i1s.anchored in a peoplecentered and
inclusive economy to promote equitable welfare
while expanding job creation. In alignment

with these efforts, Bank Indonesia supports the
achievement of equitable growth through its
main policy mix and complementary policies to
maintain magroeconomic stability, strengthen
policy transmission, and foster indusive and
sustainable economic growth,

General Policies to Support an
Inclusive Economy
Sustainable economic growth reguires not
only a high growth rate but alse an inclusive
economic structure to maintain long-term
macroeconomic stability. An inclusive economy
is charactarized by equitable access to education
and heatth services, employment opportunities,
and economic prospects for all groups of socety.
Equitable access to education and health fosters
skilled and productive human capital to meet

labor market needs and create entrepreneurial
opportunities. Expanding employment

72
.

Sustainable economic growth
requires not only a high growth rate
but also an inclusive and equitable
economic structure

opportunities and business prospects enables
the population to earn higher and more evenly
distributed incomes, which subsequently becomes
a source of economic growth in both the short
and long-term. In the short-term, adequate
income strengthens household consumption and
supports the aptimal utilization of production
capacity, In the long-term, sufficient income
enables investment in better education, thereby
producing higher-guality, more productive,

and more innovative human capital. This
improvement in human capital productivity

and innovation reinforces sustainable

economic growth and oreates a positive,
self-reinfercng cyde (virtuous cycle) within the
national sconomy.

The government seeks to strengthen an
inclusive economy and promote equitable,
broad-based growth through national policies
and priority programs supported by well-
targeted and sustainable fiscal measures.
These policies include the acceleration of
natural resource downstreaming, both in
mineral and agricultural sectors, as a structural
transformation strategy to increase domestic
value-added, reinforce economic resilience,
and expand job creation (Coordinating Ministry
for Economic Affairs, 2024). In parallel, the
Government is sirengthening people-centerad
economic programs and productive social
inifatives, including measures to enhance food
and energy security; the implementation of
the free nutritious meals program (MBG) as

an investment in human capital development
and equitable welfare; the development of
Koperasi Desa Merah Putih (KDMP); and the
construction of three million housing units

to support the housing sector and related
industries (President of the Republic of Indonesia,
2024). Taken together, these policies are
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directed at strengthening the role of MSMEs,
increasing labor absorption, and expanding
the domestic demand base—particularly in
rural areas and among lower-income groups—
thereby supporting inclusive and sustainable
economic growth.

The literature indicates that indusive growth
requires both fiscal and monetary policy support,
given the significant implications of growth
quality and distribution for macroeconomic and
financial stability—core mandates of the central
bank. Research further finds that high income
inequality not only reducas the sustainability

of medium-term growith but also weakens the
effectiveness of monetary policy transmission
through consumption and cedit channels {Ostry
et al., 2014; Babla-Nomis et al., 2016; Ampudia et
al., 2018; Furceri et al_, 2017; Borio, 2014). These
studies further highlight that more equitable
income and consumption distnibution help
support price stability, as aggregate demand
becomes more stable and business oyde volatility
dedines in an inclusive environment. Meanwhile,
finanaial indusion—characierized, among

others, by broader access to credit and payment
instruments—can strengthen the resilience of
households and MSMEs against shocks, thereby
reducing systemic risks and enhancing financial
system siability (Demirgic-Kunt & Martinez Peria,
2012; World Bank, 2014; World Bank, 2022).
Therefore, sustainable economic growth requires
participation of the central bank as the authority
responsible for monetary policy, the finanaal

system, and the payment system.

Bank Indonesia supports inclusive and
sustainable growth through an integrated mix
of monetary, macroprudential, and payment
system policies, complemented by initiatives

to strengthen MSMEs and advance the green
economy. On the monetary policy front, Bank
Indonesia sets the policy rate and manages
ligquidity in the financial markets while optimizing
policy mix synergy with the Government to
maintain price stability. On the macopruedential
side, Bank Indonesia implements macroprudential
policies to encourage bank lending and ensure
effective transmissicn from the finandal sector

to the real sector, incduding through incentive

policies for priority sectors and MSMEs, such as
green financing. Bank Indonesia also strengthens
accommodative macroprudential policies while
maintaining a strong arientation toward stability,
On the payment system side, Bank Indonesia
promuotes finandial inclusion through payment
system digitalization, incduding the development
of QRIS, which expands access to financial services
for M5MEs and underserved cornmunities while
lowering their transaction costs. Beyond its core
policies, Bank Indonesia also supports inclusive
growth through complementary initiatives,
including the development of MSME clusters and
food clusters across Indonesia.

a Government Priority Programs
for Inclusive Growth

The government positions inclusive and
equitable economic growth as a core element

of national development. grounded in the
President’s Vision and Mission as arficulated in
the Asta Cita. inclusive growth is understood

not only as an increase in aggregate output

but also as a development process capable

of reducing poverty, expanding employment
opportunities, and raising household incomes

in 2 more eguitable manner. Through priority
programs, national development is directed

not only at achieving high economic growth

but also at ensuring that the benefits of
development are distributed fairly and felt by all
members of society. President Prabowo Subianto
emphasizes that economic growth without
equitable distribution provides no strategic
value for the nation, asserting that development
"must guarantae both growth and welfare for
all citizens.”

This medium-term vision is articulated in the
2025-2029 National Medium-Term Development
Plan (RPJMN). The 2025-2020 RPIJMMN seis out the
development targets, performance indicators,
and cross-ministenal programs that serve as

the foundation for implementing the national
agenda (Bappenas, 2025). The implemeniation of
development programs each yaar is subsequently
supparted by fiscal policies integrated into the
State Budget (AFEN) and reinforced through

)
B
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public finandng instruments and private secior
participation, ensuring that the agenda for
inclusive, sustainable, and equitable growth can
be cammied out consistently.

7.2.1. Asta Cita and Mational Priority Programs in
the 2025-2029 RPIMN

The Asta Cita sets out eight Presidential
missions for the 20252029 period as the
primary instrument for advancing the vision

of Golden Indonesia 2045 (Figure 7.1.). These
eighit missions serve as the sirategic direction for
national development and emphasize structural
transformation through the sirengthening

of human capital, industrial downstreaming,
food and energy security, public service system
reform, as well as enhanced defense and
governance. They are aperationalized through
17 Presidentjal strategic programs within the
20252029 National Medium-Term Development
Plan (RPJMN) (RPIMN 20252022 Document,
Bappenas). The incorporation of the Asia Cita
ensures alignment between medium-term
development direction and long-term national
cbjectives, while also ensuring that the human
development agenda, economic transformation—
including industrial downstreaming—, national
resilience, and governance reforms are

implemented in an integrated and cross-sectoral
manner. Within this framework, the Asta Gia
provides strategic coherence for the human
development agenda, economic transformation,
national resilience, and governance, while the
17 Presidential strategic programs in the RPIMNM
funciion as goss-sectoral and inter-ministerial
implementation instruments.

The Asta Cita emphasizes not only high economic
growth but also equitable development

to ensure the broad-based distribution of
development gains. On the growth front, the
Government promotes downstreaming based

on mineral and agricultural resources, given

that Indonesia continues to export a substantial
share of its commedities in raw form and has

yet to fully optimize domestic value-added.

This downstreaming sirategy Is expected

to strengthen the industrial base, attract
investment, and create employment, thereby
serving as a more inclusive source of growth. On
the equity front, the Government implements
peoplecentered programs (such as the MBG
program, improvements in education guality,
health system reforms, village development,
cooperatives and MIYMEs), as well as sodal
protection measures to strengthen human capital
and local economies, Through this approach,

Figure 7.1. Presidential Vision and Mission, 20252029
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the Asta Cita Is directed toward balancing
growth and equity on the path toward achieving
Golden Indonesia 2045.

To safeguard long-term growth targets, the 2025~
2029 RPIMN functions as the implementation
framework for the 20252045 RPJPN, which aims
to strengthen the foundations for transformation
toward Golden Indonesia 2045. The RPIMN
underscores that the 20252029 period is

directed toward reinforcing the transformational
foundations that will enable accelerated
development in the subsequent phases of the
RPIPN {Figure 7.2.). The 2025 State Budget (APEN],
funciioning as 2 transition budget, serves as the
primary instrument to align the development
agenda of the new administration with the
continuity of ongoing polides, particularly

those related to macroeconomic stability and
fiscal consalidation

In 2025, which marks the first phase of the
RPIJMN, the implementation of priority programs
emphasizes institutional capacity building,
governance improvements, and enhancements
in public expenditure quslity, supported by
regulatory formulation and cross-ministerial
harmonization. At this stage, the Government
begins pursuing the RPJMN indicator targets,
including reducing stunting to 18.8%, increasing
the Program for Internaticnal Student Assessment
(FI54) scores, and raising life expectancy to 74.43
years in 2025 from 72.13 years in 2024. The
emphasis on strengthening these foundational

elements is intended to ensure that program
expansion and accelerated development in
subsequent periods can be carried out effectively,
in a coordinated manner, and sustainably,

Entering the mid-period of the first phase

of the RPIMN, program implementation is
directed toward achieving a broader scale

and accelerating development outcomes. The
Government emphasizes the full implementation
of 83 priority activities, which include
strengthening food security; prometing cean
energy, advanang industrial downstreaming,
developing basic infrastructure; accelerating
government digital transformation; and
improving education and health services. During
this period, maaoeconomic indicators move
toward their intermediate targets, induding an
increase in economic growth to 6.3% in 2026
and 7.5% in 2027; a reduction in the poverty
rate toward 5-7%; and an improvement in

the Gini ratio to the range of 03750382
These developments take place in the context
of a development investment requirement
amournting to Rpd7,573:45 trillion for the
2025-2029 period, of which more than 86% is
expected to be financed from non-state budget
(non-APBN) sources.

In the final period of the first phase of the
RPIMN, the results of a series of interventions
begin to yield structural impacts on productivity,
human capital quality, development equity, and
national econamic resilience, Improvements in

Figure 7.2. Stages of the RFIMN and RPJPN

Sourrer RRIPAN 2025139 Document, Bapnenss

2035 - 2039

Cilobal Exparsion

2040 - 2045

Golden Irelanecis
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education quality through national assessments
and PI5A; enhanced primary healthcare

services through the expansion of puskesmas
and regional hospitals; the integration of
adaptive socal protection services; as well as
the strengthening of domestic agriculture and
energy. All contribute to the enhanement of
national economic capacity. During this penod,
economic growth istargeted to reach 8.0% in
2029, poverty is expeciad to decline to 45-5.0%,
stunting to decrease to 14.2%:; and financial
market deepening to produce a financial

sector assel-to-GDP ratio of around 213.6%.

In addition, regional development is directed
at promoting convergence in growth acoss
regions, particularly through the accelerated
development of transportation, energy, and
digital infrastructure.

This medium-term development phase
demonstrates how the Asta Gifa is
operationalized in a gradual, measurable, and
consistent manner, in line with the targets of
the 2025-2045 National Long-Term Development
Plan (RPJPN). The success of this five-year
trajectory depends heavily on the effectiveness
of governance, the guality of centralregional
coardination, enhanced finandng capaaty, and
the Government’s ability to mobilize greater
private sector investiment to support national
economic transformation. In this context, the
State Budget (APBMN) serves not only as a source
of financing but also as a catalytic instrument
to strengthen business confidencs, reduce
investment risks, and encourage sustained
participation from the non-govemment sector.

7.2.2. Implementation of the Asta Cita in
Government Priority Programs

To support the implementation of the Asta Cits,
the 2025 State Budget (APEN 2025] is designed
to provide fiscal support, particularly for eight
priority programs. Accordingly, the APBN

2025 functions as a financing instrument that
ensures the President’s vision in the Asta Cita is
translated into concrets actions and executed
in a focused manner through the allocation

of state resources (Ministry of Finance, 2025).
The uitimate objective of these programs is to

178
.

The Government implements
national priority programs to
promote inclusive, competitive, and
sustainable economic growth toward
achieving Golden Indonesia 2045

promote inclusive, competitive, and sustainable
economic growth toward achieving Golden
Indonesia 2045, as outlined in the national
planning framework prepared by the Ministry
of Mational Development Planning/Bappenas.
The eight APBN 2025 prionty agendas are: (1)
food security programs,; (2) energy security;

(2} the free nutritious meals program (MBG);
(4) improvements in education quality; (5}
heaith system reform; (6) village development,
coaperatives, and MSMEs; (7) comprehensive
defense initiatives; and (8) the acceleration of
investment, frade, and housing. Each agenda
represents a fiscal refinement of the Asfa Gis
and the strategic programs within the RPIMN.

Food security is the first priority program,
reflecting lessons from the pandemic and

global supply chain disruptions that exposed
vulnerabilities in the national food system.
These vulnerabilities include high dependence on
imports of strategic food commuodities; elevated
price volatility; limited logistics and food storage
capacity, and uneven regional distribution,
leading to disparities in prices and food access.
Through this program, the Government aims

to strengthen the availability, affordahility,

and stability of food supplies while improving
the welfare of domestic food producers.

This objective aligns with the 2025 target of
increasing the Farmers” Terms of Trade (NTF)

to the range of 115-120 and reinforcing the
position of domestic food producers within the
national supply chain. As of December 2025, the
NTP had reached 125.35.

The second priority program Is energy security,
with a foaus on stabilizing energy prices and
ensuring affordable energy for households
and businesses. The Government directs this
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program primarily through energy subsidies
and compensation to safeguard household
purchasing power, support econormic activity,
and contain the impact of rising global energy
prices on domestic inflation. In addition, the
energy security policy aims to ensure a reliable
and affordable energy supply, particularly for
electricity and subsidized fuel (BBM). As of
December 2025, the Government had provided
electricity subsidies and compensation to 42.8
million subsidized electricity customers.

The third priority program is the free nutritious
meals program [Makan Bergizi Gratis/MBG},
which represents a key policy innovation.

The program targets school-age children and
vulnerable groups, including pregnant women,
delivering multiple benefits by improving
nutritional outcomes, preventing sturiting,

and increasing school particpation. From an
inclusive growth perspeciive, MBG strengthens
Indonesia’s human capital from an early age
while helping to reduce sodal disparities across
income groups. As of December 2025, the MBG
program had reached approximately 53.8 million
beneficiaries and was supported by more than
12,000 Nutrition Fulfillment Service Units (Satuan
Pelayanan Pemenuhan Gizi/SPPGs) across regions
{Figure 7 3.). This progress reflects the expansion
of access to nuintion services, contributing

directly to improvements in human capital
guality and a narrowing of social disparities
aCross iNCome groups.

The fourth priority program is education,
designated by the Government as a key
instrument to hamess the demographic dividend
and advance the transition to a knowledge-
based economy. The program focuses on
improving the guality of learning, expanding
equitable access to education, and strengthening
the alignment of education with labor market
needs and technological developments. These
efforts were reflected in the reinforcement

of school quality improvement programs, the
development of model and flagship schools, and
the revitalization of educational faciliies and
infrastructure. Within the RPIMN framework,
improvements in education quality are expected
to be reflected in enhanced leaming outcomes,
including higher Program for International
Student Assessment (PISA) scores and reduced
interregional disparities in education. As of
Becember 2025, the program had provided
assistance under the Program Indanesia

Pintar (PIPYKariu Indonesia Pimitar (KIP} for
tertiary education and other scholarships to

215 million student beneficiaries; deliverad
Teacher Professional Allowance (TPG)flLacturer
Professional Allowance (TPE) to 1.4 million

Figure 7.3. Spatial Distribution of MBG Beneficiaries and the Number of SPPGs
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non-civil servant teachers and lecturers; and., in
terms of infrastructure, revitalized 12.5 thousand
schools and established 166 community schools
and Garuda flagship schools.

The fifth priority program is health, which
focuses on strengthening health system capacity
to address communicable and non-communicable
diseases, expanding health insurance coverage,
and supporting the sustainability of the health
financing system. The strengthening of the
health system is intended to enhance the
capacity of primary and referral health services,
reinforce the resiliance of the national health
system, and ensure the long-term sustainability
of health financing. The program emphasizes the
expansion of promotive and preventive services,
including early disease detection, stunting
managemerit, and the control of communicable
and non-communicable diseases. As of December
2025, frese health check services had reached B0
million people and were implementad across
10,025 community health eniers {puskesmas),
representing 98:3% of all puskesmas, in 570
distridc/municipalities {29.2% oftotal districts/
municipalities). These achievements reflected the
strengthenad outreach of primary health services
as a foundation for improving labor productivity.

The sixth priority program is village- and
grassroots-based development, aimed at
supporting economic growth, promoting
economic equity, and eradicating poverty.

With prionity setting increasingly directed
toward productive activities, improved access

to financing is expeciaed to sirengthen local
economic capacty, reduce poverty, and reinforce
sodal resilience at the grassroots level. Village
development, Koperasi Desa Merah Putih
(KDMP), and MSMEs were fadlitated, among
others, through Kredit Usaha Rakyat (KUR) and
various local economic empowerment programs.
Through this approach, the Government targeted
a reduction in extreme poverly, an increase in
village household incomes, and accelerated
convergence of development across regions. As
of December 2025, KUR beneficiaries had reached
4.6 million debiors, along with 100 community
groups assodated with fishing villages, national
salt production, and saline tilapia cultivation.

»
a

The seventh priority program focuses on
ensuring stability and security as essential
prerequisites for a conducive investment and
trade cdimate. The comprehensive defense
program—which covers defense (Ministry

of Defense and the Indonesian National

Armed Forces), security (National Police, State
Inteiligence Agency, and National Marcotics
Agency), and law enforcement (Cormuption
Eradication Commission, Attomey General's
Office, and the Judiciary)}—was reinforced

to maintain social and political stability. The
strengthening of the comprehensive defense
system is directed toward enhancing national
preparedness, modernizing the defense system,
and advancing the domestic defense industry.
Sustained stability is expected to bolster business
and investor confidence in the prospects of the
national economy.

The eighth priority program is to accelerate
investment and strengthen global trade
competitiveness to support inclusive and
sustainable economic growth. The Goyvernment
established Daya Anagata Nusaniara (Danantara)
as an investment driver fo accaleraiz economic
transformation, expand employment
opportunities, and enhance Indonesia’s

position within global value chains. Investment
strengthening initiatives are carried out in
parallel with the acceleration of public housing
development through the target provision

of three million housing units, supported by
various financing schemes, induding the Housing
Financing Liquidity Far_ilitjr (FLPP), the Self-Help
Housing Stimulus Assistance program for rural,
urban, and coasial areas, as well as Government-
Bome Value Added Tax (VAT DTP) incentives for
commercial housing to maintain affordability.

As of December 2025, FLPP implementation had
reached 278.9 thousand housing units, or nearly
80% of the target of 350 thousand units.

7.2.3. Financing Sources for People-Centered
Priority Programs: Fiscal and Private

People-centered priority programs under the
Asta Cita are supporied by & combination of
fiscal resources and private sector funding.
Onthe fiscal side, avatlable resources will be
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optimized to finance people-centered programs protection: education is allocated approximately
while ensuring that the budget deficit remains 20%: of Central Government expenditure, or
prudent and wall-rnanaged. In the 2025 Draft Rp724.13 trillion; socal protection around 13.9%
State Budget, government expenditure increased or Rp503.2 trillion; infrastructure about 9%
to around Rp3,621.3 trillion, with state revenue or Rp324.6 trillion; and health around 6% or
amounting to approximately Rp3,005.1 trillion Rp218.5 trillion.

and a deficit of Rp616.2 trillion, or 2.53% of GDP,
which was more expansionary compared with the As the primary instrument for financing

2024 State Budget. Nevertheless, the 2025 State development, the 2025 5tate Budget (APBN) was
Budget remained within the statutory maximum designed to support the eight Asta Cita priority
deficit limit of below 3% of GDP, as stipulated agendas. This approach was taken to ensure that
in Law Number 17 of 2003 on State Finance. As the implementation of these priority agendas
of end-December 2025, the fiscal deficit reached generated maximum impact in strengthening the
2.92%, with realized revenue and expenditure foundations of indusive growth. The following
amounting to Rp2,756.3 trillion and Rp3,451.4 desaription outlines how each Asta Cita agenda
trillion, respectively. was supported through fiscal spending and

its realization throughout 2025 (Table 7.2.).
The 2025 S5tate Budget (APEN) was designed As of December 2025, the realization of state
to safeguard macoeconomic stability, promote expenditure for priority programs ranged from
inclusion, and support sustainability. This was 0% to 95%. Several subprograms in food
reflected in s reference assumptions, namely security and education even reached 100%,
economic growth of 5.2%, an unemployment inciuding the distribution of Bulog subsidies
rate of 4.5-5.0%, and extreme poverty at 0% and food reserves, the disbursement of PIP/
{Table 7.1.). The policy stance aligns with the EIP tertiary education assistance and other
objectives of the new adminisiration, which scholarships, as well as the Teacher Professional
established sight national prierity agendas— Mllowance (TPG). Meanwhile, flagship programs
known as Asia Cita—as the key pillars for such as MBG also recorded relatively high
achieving more equitable and just economic realization, reaching 74 5% The following
growth. The composition of state expenditure presents the details of the Government’s priority
demonsirates a strong foous on enhancing program realizations in 2025,

human capital quality and strengthening social

Table 7.1. 5tate Budget (APEN) and Development Targsts

APEN 2074 APEN 1035 APAN 2025

No. Indbcator Outt B 1 Outt Brief Description
; Revanue growth in fnewitha
T State Hevenue (I8 tmilllon) 28425 + 3,005, 1 27503 b ek B
2125 expzndifure & more
2 State Bxpenditure {IDH trillkon) 3.350.3 + 36713 34514  expansionary, prioritizing priority
prograims
- - - " Maintained within frscal discpline
3 Nominal Defict (IDR trillion) 507.8 =+ b1G6.2 6951 paramaters
4 Deficit (% POE) 229 353 282 E’Egﬁ,ﬁm remains belew 3 percent
. . Thie 2025 target is higher than the
] Economic Growth Target (%) 503 5.2 2024 outtam
& Unemployment Target (%) 5057 4550 4550 E;T;Tl‘!‘:"*m of the unemploymant
7 Extrame Paveriy (%) 01 1} 0 Reduction in the axtreme povaerty rate

Source: APIMN 20252029, Bappenas and Ministry of Finance
n
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Table 7.2. Detailed Realisation of Priority Programs

No. Priority Programs (Asta Cita) | s
1 Food Ssourity 146.4 1312 B35
a KUR and Ferfilizer Subsidies TS5 964 g22
. Siraiegic food resanees 200 127 835
. Bulog and food stockpile 21 227 1000
2 Ensray Security (Subsidies) 3943 3052 Tid
3  Fres Nutritious Meals (MBG) o 515 145
4  Eduxation BOL1 5 a3
a. PiPMEIMNDther scholaship H7 ZI.F 100.0

b Educationa] Allowancas for School Teachers

arvd University | eciurars {nom-chvil sarvamis) 22 23 1900

i e fop by i 102 67 657

d. School renovation pirlly ga Q45

5 Health 5548 50.8 91.0

P .

& E::snnl'h}m?::;:?s;im for JKH Health insurance 465 463 996

b. Free Heaith Chedk-ups and Tuberculosis (TB) 93 &5 §9.9
Services; Revitalisation of 22 Hospitals

&  Villzged, Cooperatived. and MYMEs a4 340 B42

7 Total Defense 452 1022 417

B [Investment and Housing (FLPP) 532 292 83.0

MNote: Realization is reported up 1o December 2025, except for tem 7, which uses outium data up to the first haif of 2025
Sourre: APEN Kita [Decembor 2025), Ministry of Fnanome

1. Food Security Program with realization amounting to Rp305.2 trillion
for 42 8 million subsidized electricity customers

In the 2025 State Budget (APBN), expenditure as of December 2025, These measures served

categorized under food security amounted to as important instruments for maintaining

approximately Bp146.6 trillion, with realization household purchasing power, enhancing

reaching Ap131.2 trillicn as of December industrial competitiveness, and supporting

2025, This indluded support for production, inflation stability.

distribution, price stabilization, and the

strengthening of food reserves. Building on this 3. Free Nutritious Meals Program

foundation, the 2025 APBN positioned food {Makan Bergizi GratisiMBG)

security as part of a broader agenda, namely

food sovereignty, by reinforcing financing Under the 2025 State Budget (AFBN 2025),

for imigation, agricultural extension services, the Government allocated Rp71 trillion to this

downstreaming of agricultural products, and program as part of the education and social

food logistics. protection budget. As of December 2025,
program realization reached Rp51.5 trillion,

2. Energy Security Program benefiting 52.8 million recipients and supportad

by 19,2432 Nutrition Fulfillment Service Units
In 2025, various energy subsidy and compensation  (SPpGs) across Indonesia.

schemes, including fuel and electricity subsidies,
were allocated approximatzaly Rp294.3 trillion,

180
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4, Education Program

The budget allocation for the priority education
program amounted to RpBQ0.1 trillion, with
realized expenditure reaching Rp75.5 trillion

as of December 2025, The program reflected

a strengthened focus on improving leaming
quality, expanding equitable access, and
integrating the MEG program as part of the
school ecosystem. Of the total education budget,
Bp27.7 trillion was utilized for students and
university students, and Rp22.2 trillion for non-
civilservant teachers, lecturers, and education
personnel. The realization for community
schools and Garuda flagship schoals reached
Rpb.7 trillion, while expenditure for school
revitalization amounted to Rp18.2 trillion,
supporting the revitalization of 12.5 thousand
schools and madrasahs.

5. Health Program

In 2025, the Governmenit allocated Rp55.8
irillion for the health program, with realization
reachung Rp50.8 trillion as of December 2025.
The program focused on reducing stunting and
strengthening primary health services through
free health chedks (CKG), hospital revitalization,
and Tuberculosis (TB) treatment For CKG and TB
screening, examinations had been conducted for
80 million people.

6. Village Development, Cooperatives,
and MSMEs

In 2025, the budget allocation amounted to
Rp40.4 frillion, with realization reaching Rp24.0
trillion as of December 2025, channelied through
KUR interest subsidies and ministryfagency
suppert programs. This program was directaed
toward improving community welfare and
breaking the cycle of poverity by strengthening
access to financing, faclitating business
attivities, and enhandng instituticnal support.
The disbursement of KUR interest subsidies
supperted 4.6 million productive MSME debtors
across indonesia.

7. Total Defense System

In 2025, the budget allocation for the total
defense program amounted to approximately
Rp376 4 trillion, an inaease compared with the
previous period’s allocation of Bp331.9 trillion.
For the defense budget specifically, during the
first semester of 2025 the ceiling increased

from Rp166.1 trillion to Rp245.2 trillion, with
realization reaching Rp102.2 trillion.™ This
increase reflected the Government's orientation
toward developing an integrated defense
system by strengthening personnel, modernizing
defensze equipment, and enhancing the domestic
defense industry.

B. Investment Acceleration and Strengthening
Global Trade Competitivenass

In 2025, the total target for housing units
projected to receive support through the FLPP
scheme reached 350,000 units, with a budget
ceiling of Rpa5.2 trillion. As of end-December
2025, FLPP realization amounted to Rp23.2
trillion, financing 278.9 thousand housing
units. These targets and outtomes reflected
the Government's commitment to fulfilling
citizens' basic right to adequate housing and
o stimulating economic activity through the
construction sector

Private financing also plays an important role
in strengthening the people-centered economy,
particularly for programs related to investment
acceleration, trade, infrastructure, and housing.
The role of private financing in supporting these
priority programs was reflected guantitatively
in the projected investment confributors for the
20252029 period (Figure 7.4.). Total investment
needs over the five-year period were estimated
to reach Rpd1,540 trillion, with the largest
contribution expected from the private sector
at Rp34,870 trillion, or around 84% of total
investment. Meanwhile, the roles of SOEs and
Danantara were projected to reach Rp3,710
trillion, or around 9%, while the Govermment's
confribution through the 5tate Budget (APEN)
was projected at around Rp2,960 trillion, or
approximately 7%.

19 ‘Realimbon through the fmt half of Z025.
=
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Figure 7.4. Investment Contributors, 202520329

Investment Contributors (IDR trillion)

e
Source: Mimdstry of Finance (30395)

To enhance private sector participation, the
Government promotes Public—Private Partnership
{PPP) schemes and strengthens the role of
finandal institutions and long-term investors.
The private sector is enabled to participate in
financing transportation, energy, and housing
infrastructure. As various innovative financing
instruments are developed and the role of
Government investment funds is strengthenad,
these efforis are expeciad to reduce pressure on
the State Budget (APBN) while accelerating the
provision of infrastructure and public services.
Specifically for village development, cooperatives,
and M5MEs, the financing structure combines
Village Funds amounting to Rp71 trillion pet
year with access to finandng from banks and
microfinance institutions, aedit guarantee
programs, and various technical support schemes.
Through this approach, people-centered priority
programs are expected to have a sustainable
financing base that is not fully dependent on the
APBN and is able to mohilize parficipation from
the private sector and communities.

Bank Indonesia’'s Support for
Advancing an Inclusive and
Sustainable Economy

73.

Bank Indonesia also supports inclusive and
green economic growth through an integrated
policy mix of monetary, macroprudential, and
payment systems polides, complemented

by supporting measuras. Monetary policy is

2
-

directed toward promating an inclusive and
gresn economy through inflation control and the
utilization of green, sustainable, or ESG bonds.
Meanwhile, macroprudential policy s aimed at
increasing the flow of financing to productive
and sustainable sectors with broad economic
impact, induding through macoprudential
liquidity policy incentives. In addition, payment
system policy support is directed toward fostering
finandal inclusion through payment system
digitalization, such as QRIS

In addition to its three core policies, Bank
Indonesia also contributes to incusive and
green economic growth through complementary
policies. These policies include: (i) empowering
indusive enterprises to enhance the
competitiveniass of M5MEs and subsistence
groups through an end-to-end approach; (i)
promating inclusive and sustainable financing
through the implementation of integrated

Bank Indonesia supports inclusive
and green economic growth
through a policy mix encompassing
monetary, macroprudential, and
payment systems policies, as well as
complementary policies
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Thie Gowemee of Bank Indonesia sigred & Meanorandum of Understanding (Moll} with the Central Bxerotree Boand of Mubhammardiyah
on & Aumust HI25 in lekaria The cooperaton aims to support the development of Indonesa’s Sharia sconory a2nd finance

programs supporied by adequate infrastruciure income inequality (Hu et al., 2024; Rolim &t al.,
and effective coordination mechanisms; and (i) 2024}, When inflation rises, the purchasing power
strengthening indusive economic and financial of lower- and middle-income groups tends to
literacy as well as sustainable finance through decline more sharply than that of higher-income
education on inclusive and sustainable finandal groups, widening inequality. Conversely,
practices. The synergy between monetary, confrolling inflation through appropriate interest
macroprudential, payment system, and inclusive rate policies can help reduce economic disparities
and green economic—finandal polices with Furthermore, a study imvolving 31,869 households
fiscal policy is expected to support economic across 38 countries shows that low-income
growth that is not only strong but also inclusive groups tend to identify inflation as one of the
and sustainable. main challenges to improving welfare. Empincal
evidence indicates that reductions in poverty
7.3.1. Monetary Policy rates and changes in real minimum wages are
Nouitury poilcy siliops an mportat ol th negatively correlated with infiation (Easterly &
Fischar, 2001).

supporting indusive economic growih by

preserving financdial stability and maintaining Bank Indenesia plays an active role in

low, stable inflation through interest rate policy. maintaining inflation within the target range
During 2025, Bank Indonasia lowered the Bl-Rate through close coordination with the Government

by 125 bps to help support economic growth. under the TPIP/TPID and GNPIP frameworks, in
In its implementation, this rate reduction was support of inclusive economic growth. Pratikto
carried out while continuously monitoring et al. (2015) show that food price inflation is
infiation developments to ensure that inflation the largest contributing factor to rising poverty.
Lol e S e SRtk i In line with this, Rio and Armayani (2025) find
in 2025 stood at 2.92% (yoy), with core inflation that increases in the prices of essential products,
at 2.38% (yoy). The stability of core infiation was including food, lead households to reduce

supported by the consistency of Bank Indonesia’s
monetary policy rate in anchoring inflation
expectations in line with the target, as well as
low imported inflation. The literature shows
that variables such as policy interest rates and
infiation have a significant relationship with

discretionary spending, reallocate budgets, and
experience a decline in welfare. Therefore, in
managing food inflation (volatile food), Bank
Indonesia continues to coordinate with both the
central and regional Governments through TPIF/

183)
b
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TPIE, as well as through the implementation

of the Natienal Movement for Food Inflation
Control (GNPIP) across various regions with Bank
Indonesia’s full suppori. A number of studies
indicate that coordination between the central
and local Governments, including through TPID,
is effective in stabilizing and reducing inflation
levels (Dharma, 2015; Purwono &t al,, 2020),

Throughout 2025, Bank Indonesiz, in
coordination with the Central and Regional
Governments through the TPIP/TPID and GNPIP
frameworks, reached 2 number of agreements
through coordination meetings across all regions
of Indonesia to manage food inflation (Table
7.3.). GNPIP achisvements during 202%—under
the theme of strengthening productivity and
ensunng smooth food distibution to maintain
price stability and national food security—were
well above the targets. This demonstrated
Bank Indonesia’s commitment fo maintaining
infiation across the country through the seven
flagship GNPIP programs, namely productivity
enhancement, strengthening food secunty,
interregional cooperation, facilitation of food

distribution, affordable market programs,
data digitalization, and coordination and
communication (Table 7:4.).

Bank Indonesia supports price stability and
inclusive economic growth through its food
cluster programs. In 2025, the program expanded
to 125 food clusters, delivering productivity
gams of mare than 10%. Bevelopment is camied
out through end-to-end assistance, ranging
from support in meeting good agricultural
practices standards and enhancing product
quality to business diversification into derivative
products and expanded access to infarmation,
including business matching, trade promotion,
and enboarding.

Bank Indonesia promotes the development

of a green economy through its monetary
operations. In conducting these operations, Bank
Indonesia accepts green, sustainable, or ESG
bionds as coliateral in bank repo transactions,
thereby strengthening banks” incentives to

hold such instruments and anabling access to
Rupiah liquidity to finance sustainable projects,

Table 7.3. Outcomes of the 2025 Regional TPIP-TPID Coordination Meeting
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Table 7.4. GNPIP 2025 Performance Quicomes

1 Productivity Enhancement

2. Good Agricuftural 125 E7E Program 5&.4&5 G000 S2ETIT% 3R/ t0% 750% IED%
Fractices [GAP)
Optimzation
b. Food Custer = 300 Progrem &0000% Z2105% 31786% 24D O0% 1. 4% BOTTH
Imstitutional
Strengthaning
2 Food Security
Strengthening
& Best Practires TEF Ia Program T7480% 177.04% 1E>50%  13750% 19333% THhEDTN
Replication
b. Food Dowmstreaming 115 178 Program 54,78 10588% 207 ES%m 100.D0% 19000% 1RO.O00%
¢ Offtaker Perinership aE 126 Program Z739T% - 238.46% I0714%  400DO% 23133% HO.M%
Factlitation
Interregional Cooperation 132 Er Mol ZBE36% I3THEEW 3I3053% 21M1LMS 18824% Z20MN%
Food Dstriution 125 1.680 Program  TATTO% BE3U3% 1TOMARI% SHODO% 244 87% I6R1E%
Facilitation
5  Low-Price Food Markeis 13,800 19,953  implementation  144E88%  148.60% 154% 11.93% 3750% 13320%
Ditm Digitalization BE i3 Program  16364% 130.00% 181 2% 320.00% 1E250% NET%
T Coordirstion and
Commumication
2. Instituiions! B3R i Acteities 15E55%W 135.83% 180 58% 13 E8% 12683% IT76ET%
Coomdination
b, TR Capacity Bumldmg 13& 33 Program M2E5W 2684M04% I50C7% 144.44% 5% 19641%
¢ Exdpectation Ancharing 472 1.188 Program J5168% 200.02% 192 81% IE249% S038% ITE%
d, Food Prieduct s &2 Program Te1.14% 119.15%  232.41% 150, 00% 1206 R895%
Diversificstion and
Amchraring
= flizstion of ELM 73 144 Program 197 26% 104.76%  254.17% 2H.00% 1EE5E% H4T%
Incertives

Sourta: Power Apps GNPIP Data o= of 31 December 2025

In addition, Bank Indonesia aligns its investment
portiolio toward sustainability, particularly
through holdings of sustainable debt securities—
debt instruments issued to finance activities or
projecis that deliver erwironmental andfor social
benefits while adhering to sound governance
principles. Bank Indonesia also allocates a
portion of its foreign exchange reserves to green,
social, and sustainability bonds, contributing

to the development of finandial markets that
support environmental, social, and governance
(E5SG) objectives.

7.3.2. Macroprudential Policy

The Asta Gita and the Government's Priority
Programs encompass priority sectors whose
financing needs further strengthening. Prionty
sectors engaged in national strategic programs
include agriculture, manufacturing, construction,
trade, and social services (Figure 7.5). The

involvement of the agricultural sector primarily
covers food security programs, the free nutritious
meals (MBG) program, and energy security
initiatives that will utilize crude palm oil (CPO) as
the raw material for biodiesel, The manufacturing
sector is involved in the MBG program; energy
security programs, downstreaming of food and
natural resources; health programs, as well as
education programs, particularly the revitalization
of echool fadilities and infrastructure. The diverse
involvement of manufacturing in national priority
programs will at least indude the food and
beverage industry, the chemical industry, and the
fumiture industry. Meanwhile, the involvement
of the construction sector mainly arises from the
housing develcpment program, as well as school
and hospital revitalization programs, Invelvement
of the trade sector oniginates from the MBG
program and the Koperasi Desa Merah Putihi
(KDMP). Engagement by the social services sector,
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Figure 7.5, Sectoral Financing Potential from Government Priority Programs
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particularly health services, pnimarily derives from
programs to improve healthcare sarvices, The
involvement of these priority sectors requires
finandng support through macroprudential
policies. By the end of 2025, oedit growth in

the agriculture, construction, and social services
sectors is expected to continue increasing and
remain stable, whereas credit growth in the
manufacturing and trade sectors will need to be
further strengthened.

National pricrity programs incorporate MSMEs
and sustainable and green seclors into their
implementation. The Government's priority
programs, particularly Koperasi Desa Merah
Putih (KDMP), Koperasi Kelurahan Merah

Putih (KKMP), and the free nutritious meals
(MBG) program, create opportunities for

MSME particpation in strengthening the local
economy and suppeorting the Government's
supply chain. MSME participation in the KDMP/
KEMP programs has generated positive impacis,
including institutional strengthening through
the establishment of organized business clustars
that support the development of busines
capacity. M5MEs have also gained access to
more affordable inputs and services, induding
subsidized fertilizers, gas, and basic food

186
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staples. In addition, these programs provide
opportunities for supplementary income
through various business services and expand
market access through the role of KDMF as

an aggregator of MSME produds, supported

by technical assistance from local cooperative
agencies. MSME participation as suppliesrs in

the MBG program has also delivered positive
outcomes, including higher income from
scheduled SPPG orders and miore stable price
certainty (Figure 7.6.). The MBG program has
additionally encouraged MSMEs to diversify
their products in line with the raw matenal
requirements of the SPPG. Furthermaore, the
Government’s priority programs also have the
potential to involve the green sector, particulariy
through houwsing programs that will enable the
development of green-based housing, such as the
use of renewable and environmentally-friendly
energy. The involvement of the MSME and
sustainable sectors likewise requires financing
support, given that financing to these sectors was
on a slowing trend toward the end of 2025,

The involvement of priority sectors in national
priority programs creates opportunities to
expand credit and financing demand. Credit
continued to grow strongly at 9.69% in
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Figure 7.6. MSME Participation in the MBG Program
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December 2025, although this was slightly lower
than the 10.39% recorded a year previously.
One of the challenges originated from the
MSME sector, whose growth contracted further
by 0.20% in the year ended December 2025
{Figure 7.1.). Banks tended to be more cautious
in extending credit to MSMEs, as reflected in the
rising M5ME lending reguirement index (Figure
72.). " MSME wredit risk increased in line with
weaker performance resulting from the dedine in
household purchasing power. Iri December 2025,
MSME NPLs stood at 4 33% (gross), increasing
from 2.76% (gross) in December 2024. The

Graph 7.1. Credit Growth, Including MSMEs
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potential involvement of priority sectors,
including M3MEs, in the Government'’s sirategic
programs, along with macroprudential policy
support, is expected to encourage aeditf
financing growth.

Bank Indonesia leverages the Macroprudential
Liguidity Incentive (KLM) to support priority
sectors, MSMEs, and the green sector, with
the objective of fostering credit and financing
growth in fine with the Government's priority
programs. As part of Bank Indonesia’s policy
mix, the KLM incentive policy has been eased

Graph 7.2. MSME Credit Lending Requiremenit
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since 2022 Bank Indonesia periodically evaluates
the KLM incentive policy to strengthen its
effectiveness in encouraging banks to extend
credit, both in terms of secioral coverage and
the size of the incentives. Bank Indenesia has
further strengthened the forward-looking,
performance-based KLM incentive policy—
comprising the lending channel and the interest
rate channel—with the maximum incentive

level set at 5.5%, as elaborated in Chapter 5. In
support of the Government's priority programs,
the enhanced KLM policy has faclitated priority
sectors involved in these programs, namely the
agriculture, manufacturing, trade, construction,
and social services sectors. As specifically concems
downstreaming, incentives are provided to

banks extending credit to food downstreaming
and advanced downstreaming based on natural
resources. In addition, as part of support for
inclusive and sustainable economic development,
the KLM incentive policy also provides incentives
for the MSME sector, cooperatives, finandal
inclusion, and sustainability-related activities. This
policy support is expecied to stimulate finandng
in the priority sectors invelved in national priority
programs, thereby accelerating the achievement
of program objectives.

Bank Indonesia also supports inclusive financing
through the Macroprudential Inclusive

Financing Ratio (Rasio Pembiayaan Inklusif
Makroprudensial/RPIM), while promoting housing
ownership financing through the LTV/FTV palicy.
Bank Iindonesia has implemented the RPIM policy
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since 2021 with the objective of promoting
credit growth, particularly for MSMEs, MSME
Corporates meeting specific aritena, and Low-
Income Individuals (PER), thereby accelerating
economic recovery and strengthening financial
inclusion. Banks are expected to diversify their
financing portfolios to indusion sectors in line
with each bank's commitment. The banking
indusiry’s RPIM realization reached 33.57% in
2024, increasing from 33.55% in 2023, As part
of accommaodative macoprudential policy,
Bank Indonesia continues to apply a maximum
Loan to Value or Financing to Value (LTWFTV)
ratio of 100%, including for environmentally
friendly (green) housing loans. This policy
supporis the public housing development
program by promoting the expansion of housing
ownership financing.

7.3.3. Payment Systems Policy

The digitalization of the payment system is an
integral part of the national digital economic
transformation, enhancing transaction
efficiency while expanding finandial inclusion.
In develaping the payment ecosystem, the
two-sided market framework serves as a key
foundation, whereby adoption is determined
by a balance between users and merchants
Within this framework, greater value for users
encourages merchant acceptance, which intum
raises transaction intensity on the user side. This
approach underpins the expansion of acceptance
for the Quick Response Code Indonesian
Standard (QRIS).
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The transformation of public payment behavior
marked the starting point of the acceleration
of payment system digitalization in Indonesia.
In the initial phase of implementation, QRIS
development was demand-driven, as reflected
in faster growth in the number of users relative
to merchants, Bank Indonesia’s initiatives in
payment system outreach and education,
together with national campaigns coordinatad
across ministries and agencies—such as QRIS
Jelajah Indonesia—have increased public
awareness and interest in using CRIS for daily
transactions. The features offered by QRIS meet
the needs of retail payments that are fast,
convenient, affordable, secure, and reliable,
theraby shifting preferences toward non-cash
payments. As of the fourth quarter of 2025, the
number of QRIS users reached approximately
59.53 million, indicating the breadening
adoption of digital payment instruments on
the consumer side.

Growth in the number of QRIS users reflects

not only the adoption of non-tash payment
instruments but also broader structural changes.
Following the implementation of QRIS, bank
account growth increased significantly compared
with the pre-QRIS period (Graph 7.3.). This
development indicates that QRIS has also served
as an eniry peint for strengthening public
connectivity with the formal financial system, a
key prerequisite for financial inclusion,

in line with these conditions, strengthening
the supply side has become a leey factor in
encouraging QRIS adoption among merchants,
In an economy dominated by micro, small, and
medium enterprises and micro-scale businesses,
decisions to adopt digital paymerits are highly
sensitive to cost considerations. Limited profit
margins and high sensitivity to additional
operating costs make digital payment service fees
a major barrier to QRIS adoption, particularly

in the micro and informal sectors: Accordingly,
supply-side development needs to be supported
by economic incentives to promote the
sustainable adoption of QRIS.

Graph 7.3. Trends in the Number of Savings Acounts
Following the Implementation of QRIS
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In response to these challenges, Bank Indonesia
has consistently strengthened supply-side
policies to lower cost barriers and strengthen
economic incentives for merchants. A key
measure has been the reguiation of the QRIS
Merchant Discount Rate (MDR), including the
introduction of a 0% MDR for micro-enterprise
merchants, with a maximum transaction value of
Rp500,000, effective 1 December 2024. This policy
has sarved as an important catalyst for expanding
QRI5 acceptance, particularly among M5MEs.
Following the implementation of the 0% MDR,
the number of QRIS merchants rose shamply, with
MSME merchants now accounting for more than
90%: of total QRIS merchants. As of the fourth
guarter of 2025, the number of QRIS merchants
reached approximately 42.75 million, reflecting

a more inclusive supply-side fransformation and
broader merchant adoption of digital payments,

Bank Indonesia has also strengthened the
supply side through gradual and well-calibrated
adjustments to QRIS transaction limits. In the
initial phase of implementation, transaction
limits were set at relatively low levels o support
risk management and ensure infrastructure
readiness, at Bp2 million per transaction
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(Graph 7.4.). As adoption expanded, alongside
improvements in system stability and the capaaty
of providers and merchants, the transaction limit
was progressively increased to Rpb5 million and
subsequently to Rp10 million per transaction.
These adjustments broadened the scope of QRIS
usage beyond small-value retail payments to
higher-value transactions, enhancing its relevance
for medium-scale merchants and expanding
digital payment use across economic sectors. This
policy has played an important role in increasing
transaction intensity and value, while supporting
sustained growth in QRIS transactions and the
evolution of a more mature payment ecosystem
on the supply side.

Supply-side strengthening has also been
pursued through the designation of QRIS as a
national standard supported by regulation and
payment system innovation. Board of Governors
Member Regulation No. 21/18PADG2019 on the
Implementation of the National Standard Quick
Response Code for Payments designated QRIS as
the national standard for QR payment codes to
ensure interoperability across providers and to
expand ease of use nationwide. As a single

Graph 7.4. QRIS Limit and MDR Policy Timeline
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standardized "language,” QRIS faciliiatss
seamless interconnection and has significantly
increased off-us transactions.” In 2025, off-us
transactions accounted for 30% of total QRIS
transactions, up from 42% in 2023. This shift
indicates a structural transformation in the
payment ecosystem, reflecting reduced inter-
provider frictions and stronger efficiency and
integration in the national retall payment
system. The standard has enabled further QRIS
innovation and the expansion of its functions
and wses, including QRIS with paylater as a source
of funds; QRIS TUNTAS (cash withdrawal, cash
deposit, and transfers); and the development

of aoss-border QRI5S. At present, ORIS serves
not only as a domestic payment instrument but
also as part of regional and global payment
system integration (Figure 7.7). These initiatives
enhance the atiractiveness of QRIS for merchants
and users while improving the efficiency of
intarregional and coss-border fransactions.

As a further consideration, supply-side
transformation through the expansion of

QRIS merchants has driven deeper structural
changes, particularly the transition of business
activity from the informal to the formal sector.
The digitalization of transactions through

QRIS enables safer, more transparent, and
electronically recorded transactions. This
transaction history provides an important
foundation for businesses to enhance credibility
and expand access to formal financial services,
including bank financing and other financial
institutions. Lower transaction costs and mare
efficient payment processes encourage merchanis
to increase the intensity of QRIS usage, while
consumers benefit from greater convenience in
transactions. The rising number of merchants
with regular and repeat transactions can serve as
an early proxy for business formalization

21 DF-us tramsachons rafer 1o Famartom in wiich the Euer end the

suirer are different msttuticns. In comtrast, on-us transactions are
thirse in which the issuer and the acguirer are the sme insitution
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Figure 7.7. Developments in QRIS Innovation
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Ultimately, a balanced strengthening of

the demand and supply sides is key to the
success of payment system digitalization.
Rising public preference for digital payments
needs to be matched by broad merchant
availability, sccommodative pricing policies,
and strengthened regulation and payment
system Innovation. Synergies between the

two sides support sustained growth in the
volume and value of QRIS transactions. In tum,
higher QRIS transaction aclivity can generate
tangible gains in economic efficency, promote
business formalization, strengthen financal
inclusion, and support inclusive and sustainable
economic growth,

7.3.4. Inclusive and Green Financial
Economic Policles

The development of inclusive and green
economic and financdial policies aims to support
Bank Indonesia’s core policy objectives by
strengthening economic indusion, financial
inclusion, and sustainable finance, therehy
supporting sustainable economic growth. These
objectives are pursued through three main
strategies: (i) an integrated and competitive
inclusive sconomy; {ii) optimal inclusive
financing and sustainable finance; and (i)
expanded literacy and strengthened synergies
in inclusive and sustainable economic and
financial development.
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The strategy focuses on empowering

inclusive enterprises to enhance the
competitiveness of MSMEs and subsistence
groups through an end-to-end value-chain
approach, alongside expanded market access,
infrastructure development, and digitalization.
Enterprise empowerment is pursued through
corporatization to stirengthen business
institutions and capadty-building for MSMEs in
production, human resources, and marketing,
supported by intensive training and mentoring.
Market actess is expanded through supply chain
integration at both national and global levels,
including business matching between MSMEs and
large enterprises, off-takers, and international
buyers. In addition, MSMEs are encouraged to
onboard digital platforms and e-commerce to
broaden market reach, while trade promotion
efforts are actively strengthened both
domestically and internationally,

Infrastructure development and digitalization
are designed to support the full spectrum of
inclusive economic and financial programs.

Key areas incude the provision of integrated
tools and MSME databases, the development

of adaptive and sustainable business models,

the implernentation of pilot projecis as proofof
concept, and the formulation of replicable MSME

development guidelines. With adequate
infrastructure and digital support, these programs
are expected to be implementad more effectively,
measurably, and sustainably,

inclusive enterprise empowerment is
implemented through a range of strategic
initiatives, including ECO-RISE, ™ with program
targets tailored to MSME segments such as
manufacturing M5MEs, food dusters, M5MEs
with export potential, digitally enabled M5SMEs,
and green M5MEs. For manufacturing MSMEs,
program implementation is pursued through
MSME supply-chain partnership business models,
with a focus on MSME aggregators that funciion
as hubs for raw material processing, finishing
stages, quality control (QC), and packaging,
supported by supplycham parinership coniracis
with industry (Figure 7.8.). This development focus
is aligned with the downstreaming agenda as a
strategic mstrument to increase domestic value
added while strengtheming economic equity.

Empowerment programs are grouped based

on supply-chain partnership medels, including
transactional partnerships (short-term),
collaborative partnerships (coordination and risk-
sharing), and strategic parinerships (leng-term,
trust- and contract-based). Under transactional

Figure 7.8. Supply Chain Partnership Model for MSMEs
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parinerships, MSMEs remain at an early stage
with limited legal status and business capacity
(Figure 7.9). Empowearment efforts focus on
strengthening basic foundations through the
facilitation of business licensing; basic financaal
management fraining’ digital literacy; initial
promotion; access to micofinance; and the
adoption of basic production standard operating
procedures (SOPs), with the objective of
integrating M5SMEs into the formal ecosystem,
Under collaborative partnarships, MSMEs have
achieved stronger legal standing and market
access. Support is direciad toward strengthening
collective institutions (cooperatives and
assodations); fadlitating national certification;
enhancing managerial and leadership capacity,
developing cluster-based financing; digitalizing
paymerts; and expanding marketing through
business matching and national exhibitions.
Under strategic partnerships, M5MEs are
positioned to compete at the national and
international levels. Facilitators, induding

Bank Indonesia, act as catalysts through

export certification assistance; policy advocacy;
technological innovation development;
mstitutional strengthening through formal
cooperatives or MSME holdings; expanded access
to investor financing, supply-chain integration;
and promotion in giobal markets. As of the third
quarter of 2025, there were 1,956 M5SMEs in the

manufacturing secior employing 26,192 workers,
with processed foed and beverages accounting
for 49.03% and textiles and textile produds (TPT)
for 27.10% of total commodities (Figure 7.10.).

In food clusters, empowerment is implemented
through an integrated end-to-end approach
spanning upstream to downstream activities,
including cultivation, post-harvest processing,
and the development of parinerships with ofi-
takers and industry. Upstream development
focuses on improving productivity through the
adoption and replication of best practices acoss
all stages of cultivation, covering fertilization,
seed selection, copping patterns, imigation
systems, and pest management. These best
practices are derived from analytical assessments
and the implementation of pilot projects.

Successful pilot projects are subseguently
replicated across Bank Indonesia—supported
food clusters, with a targeted productivity
increasa of over 10%., in line with one of the
Central Inflation Control Team (TPIP) programs.
As of the third quarier of 2025, there were 290
foiod clusters supported by Bank Indonesia,
comprising rice, chili, shallot, cattle, fish, and
other custers (Figure 7.11.). As for downsiream
activities, empowerment focuses on posi-harvest
handling to reduce food loss, the development of

Figure 7.9. MSME Journey under the Partnership Model
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Figure 7.10. Geographic Distribution and Compasition of Processing MSMEs under Bank Indonesia’s
Development Program
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procesed products to enhance value added, and
parinerships with off-takers and industry through
downstreaming, in line with the food cluster
downstreaming business model (Figure 7.12.).

Empowerment initiatives also target export-
potential M5MEs, using two main strategies:
(i} a pull strategy (market-driven) to identify
market needs, and (i) a push strategy fooused
on fadlitating M5ME capacity building. Under
the pull strategy, Bank Indonesia plays a role

731
“

in facilitating selective and targeted trade
selection and promoftion, business matching,
and the development of trading houses. These
efforts are complemernited by the push siratagy,
which strengthens MSME apacity through the
development of export modules; refinement
of e-catalogues; capacity-building programs;
and mentoring. To support this approach, Bank
Indonesia has developed the MSME Go Global
Guidelines as a reference for MSME facilitators
and enterprises to prepare for entry into

Figure 7.11. Geographic Distribution of Bank Indonesia—Supported Food Clusters
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global markets, with a focus on strengthening
the 5K aspecis {gquality, guantity, capacity,
continuity, and packaging) and the 25 aspeci=s
{standardization and certification) {(Figure

7.13.). For ease of application, the guidelines
comprise nine structured steps, ranging through
export support programs and mentoring; legal
compliance; and export product readiness;
readiness assessinent; and the formulation of go-
global strategies.

Efforts to promote MSME digitalization

are carried out under the DIGDAYA UMKM
program (Digitalization for Enhandng MSME
Competitiveness). This program aims to
strengthen MSME capacity in online marketing
and business digitalization by providing
education; facilitating optimal onboarding to
digital marketing channels tailored to business
needs; and supporting MSMEs in moving up
the value ladder through sustained digital

Figure 7.13. MSME Go Global Guidelines
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marketing capacty building. DIGDAYA UMKM

is implemented in several stages, encompassing
program selection and planning, education,
mentoring; as well as monitoring and evaluation.

Bank Indonesia also guides M5MEs to adopt
sustainable business practices through the
Green MSME Program. Through this program,
MSMEs are expected to integrate green business
concepts by developing green processes and
graen outputs, while committing to sustainability
principies and circular economic value chains

to achieve economic, social, and environmental
objectives, Green MSMEs are classified into three
stages—Eco-Adopter, Eco-Entrepreneur, and Eco-
Innovator (Figure 7.14.).

A range of strategies has been designed to
promaote inclusive and sustainable financing
through integrated programs, supported

by adequate infrastructure and effective
coordination. This approach aims to ensure that
finandng reaches a wide range of communities
and business segments in an optimal manner.

In enhancing MSMEs’ access to financing, Bank
Indonesia provides end-to-end facilitation,
including: digital business financial recording
through the Financial Recording Application
Information System (SIAPIK), the implementation
of financing business matching; and the provision
of a database of potentially financeable MSME
profiles (BISAID). Digital recording through
SIAPIK, which applies the principles of being
Standardized, Easy, Secure, Simple, and Reliable,
enables M5MEs to maintain standardized
finandal statements, thereby facilitating financial
institutions” assessment of creditworthiness while

enhancing transparency and accountability in
the financng process. As for MSME financing
business matching it is designed to reduce
information asymmetries between M5MEs and
finanaal institutions and to faclitate direct
engagement through one-on-one sessions.
Through this mechanism, MSMEs are expecied
to better understand financing procedures and
reguirements, while improving their prospects
of accessing financing. As an option, business
matching can also be independently conducted
by financial institutions through the BISAID
platform (Figure 7.15.), which allows flexible,
real-time access to and analysis of potential
MSME profiles. By combining digital approaches
with direct interaction, thissirategy is expecied
to strengthen a more efficient, transparent, and
sustainable MSME financing ecosystam.

Efforts to advance green financing continue to
be strengthened, including through expanded
use of the Grean Calculator. The Green
Calculator is 3 mobile-based tool designed to
facdilitate carbon emission catculations and is
freely accessible to a broad range of users,
including MSMEs, enabling direct measurement
of emissions. In addition, the Indonesian Green
Economy Index (IEHI) has been developed as an
instrument to measure and monitor progress in
green economy implemeniation. By integrating
environmental, social, and sconomic dimensions
relevant to the national context, the index
captures the dynamics of an inclusive transition
toward a low-carbon economy. |EH] provides a
more systematic basis for mapping follow-up
sirategies to support sustainable financing.

Figure 7.14. Stages of Grean MSME Development
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Figure 7.15. BISAID — Database of MSMEs with Financing Potential

.
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Inclusive and sustainable economic and financial
literacy is also promoted through structured,
large-scale, and targeted education programs.
Implementation is carried out through education
on inclusive and sustainable finance, financial
services literacy, and the development of
supporiing literacy strategies under the Core
Competency Program for Financial Literacy and
Inclusion (KLIE). Literacy strengthening under
the program is based on Digital Fnanaal Services
modules developed around core competencies
through comprehensive analytical assessments.
Te reach a broad audience, the modules ars
designed across multiple competency levels,
from basic to advanced, and they cover a wide
range of topics, induding financial managemeant,
investment, and protaction against digital

risks. Using simple and accessible language,

the program aims to enhance finandal literacy
among target groups, foster high-guality
financial inclusion, and strengthen consumer
empowerment. From a sustainahle finance
perspective, literacy efforts are also supported
by the Green Economic and Fnancial Education
(EKH) publication entitied "Indonesias

Green Economy. A Path toward a Sustainable
Future®™. The publication is intended to despen
understanding among financial institutions,

Flimgisd (s LN

Beabin Lisars Linses &

businesses, and the public. Presented in a clear
and communicative manner, it conveys the
strategic importance of the green economy

as a pathway toward equitable, reslient, and
sustainable development, covering key issues
such as: climate change urgency; green economic
and financial concepts; the circular economy;
sustainable financing policy and strategic issues;
transition dynamics toward a gresn sconomy;
and Indonesia’s development trajectory toward
Net Zero Emissions and Golden Indonesia 2045.

All inclusive and sustainable economic and
financial programs are implemented through
strong collaboration and cross-sectoral
synergies across a wide range of stakeholders.
These include: ministries and government
agencies; local governments; the financial
seryvices industny; business, academia; and civil
saciety organizations. Such collaboration is
intended to ensure effective program planning,
implementation, and evaluation in line with
community needs. With broad stakeholder
engagement, program ouireach is expected

to expand, implementation to become more
targeted, and the resulting impact and benefits
to be tangible and sustainably felt across all
segments of sodety.
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Chart Set 1.

Global Economic Moderation Accompanied by Higher Uncertainty

Globat economic moderation, as reflected by slower

expansion of services secior
Global Services Purchasing Managers® Index (PMI)
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Chart Set 2.

Solid Economic Growth and Resilience Maintained

Consumer confidence in ecanarnic conditions remains
solid and upbeat

Consumer Confidence Index (CCI)
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Chart Set 3.

Positive Bank Intermediation Growth underpinnad by Maintainad Financial System Resilience in

terms of Capital, Credit Risk and Liquidity

Credit growth refains pasitive, primarily driven by
corporate sector..

Credit by Segment
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Chart Set 4.

Digital Economy and Financial Transactions Remain Strong, Supporiad by a Secure, Smooth, and

Reliable Payment System

Digital banking transacifons continuved upward frend,
dominated by mobile banking

Digital Banking
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Electronic money (E-money) transactions (banks and non-
banis) continued upward frend, dominated by
retalf transactions

Electronic Money
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Credit @rd transaciions continued upward trend.
driven by private retall transactions
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Bank Indonesia Policy Mix 2025

I. Monetary Policies

No Palicy

Poficy Desription

Goals arad Background

L Irterast Rate a
Policy

Lowered ihe Bl-Hate by 75 bps to
5.75%, the Doposit Facility rate by
25 bps 1o 5.00%, and the Lending
Fadlity rate by £5 bps 10 6.50% at
the lamuary 2025 Board of Governors
Mecting.

b. Maintained the Bl-Rate at 5 75'%,
the Dreposit Fadlity ralo’at 5.00%:,
and tha Lending Facility rate at
6.50% 3t the Februany 2025 Board of
Gowernors Meeting

c  Maintained the BLAate 3t 575%, the
Deposit Fadlity mte 315.00%, 2nd
the Londing Faciiity rate at 6.50% at
the March 2025 Board of Govermors
Moating.

d Maintained the Bl-Rato at 5.75%%, the
Sleposit Fadlity rate a1 3. 00%, and
tha Lending Faciiify raiz at 6500 at
the April 2025 Board of Governors
Meating.

& lowered the BLHatz by 25 bps o
5.50%, the Deposit Fadlity rate by
25 bps 10 4.75%, and the Landing
Facility rate by 25 bpsto 6.20% 3t
the May 2025 Board of Govemors
Meoating.

f. Maintzined the Bi-Rate at 5.50%, the
Deposit Fadlity rate at4.75%, and
the Lending Faciiity rate at 6.25% 3t
the lune 725 Board of Govemors
Meating.

@. Lowered tho Bi-Rate by 25 bBps to
5.25%, the Deposit Facility rate by
25 bps t04.50%, and the Lending
Facifity rate by 25 s (o 6.00% 3t
tha July 2025 Board of Govermaors
Meating.

h Lowered the Bl-Rate by 75 bps to
5.00%, the Deposit Faclity rate by
25 bps 1o 4.25%, and the Lending
Fadility rate by 5 bps 1o 5.75% at
the August X075 Eoard of Govamors
Meating.

The dedsion to lower tha Bl-Rate 1o 5.75% wat consistent
with the continued low inflation forecasts for 2025 and
2026 that remained within the 2.5=1% targest rangs, the
maintenance of the Rupiah exchange rate in ling with
fundamenials to keep Infiation within its target, amd the
need o help support emaomiz growth.

This dedsion was consistent with efforis to' keep imfiation
Torrecasts Tor 2025 and 2026 remained within the 2.5=1%
target range. to stabilizae the Rupiah exchange rais in
line with fundamentals-amid persisiently high giobal
uncertainty, and to help support economic gremeth.

This docizion was consistant with efforts o keep infiation
forecasdt= for 2025 amnd X266 remained within the 25=1%
target range. to maimtzin Rupiah exchange rate stahility
ir line with fTundamantals amid continued high global
unceriamty, and o help support aconomic growth

This decision was consistent with efforts 1o keep infiation
forecasts for 2025 and 20026 ramained within the 2521%
target range, to mainiain Rupiah exchange rate stabllify in
lime with Tundamentals amid rising global uncertaimty, and
to help support economic growth.

The dedsion 1o lovwer the Bl-Rate 1o 5.50% was consistent
with low miiztion forecasts for 20085 and 2026 that
ramained withiin the 2.5:1% figet range. afforiz to
maintain Rupiah exhange rate siabiitty n fine with
fundmsmantals, and to help wipport ecoriodmic growthe

This declion was in fine with mflation forecasts for 2025
and 2026 remaining within the 2.53=1% target range,
Hupiah exchamge r=te siability in ine with fundamentals
amid persistemtly high global uncerizinty, and the nead to
continge supporting aconomic growiie

The dedsion to lower the Bl-Rate to 5.25% was consistent
with the lower infiation Torecasts for 2025 and 20626, which
remain within the £ 5= 1 % target range, the maintenancs
of Rupizh exchangs rate stabifity In fine with Tundamentals,
and the need to continue supporting economic growth

The dedsion to lower tha Bl-Rate 1o 5.00% wat consistent
with inflation forecasts for 2025 and 2026 remaining

Jorwr within the 2.5+ 1% 1arget range, the mainienance of
Rupiah exchange rate stabiiity, and the need t© support
econimic growth n linewith the stoncmys apaciiy.
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i

Exchange RKate
Stability

Monetary
Operations

Policy Desription

I Lowered the Bl-Rate by 75 bpsto
4.75%, the Doposit Facility rate by
50 bps to 3.73%, and the Ltending
Fadlity rate by £5 bps to 5.50% at the
September 2025 Board of Govemors
Meeting.

. Mainiained the Bl-Hais at 4 75%, the
Depasit Facifity rate at 2.75%, and
the {ending Faclity rate at 5.50% at
the October 2025 Board of Govemors
Meeting.

k. ‘Mainiained the Bl-Raie at 4 755%, the
Deposit Facifity rate at 3.75%, and
the Landing Facility rate at 5.50%
at the November 2025 Board of
Governors Meating

I L Maintzined the Bl-Rate 3t 4.75%,
the Deposit Fadifity rate at 3. 75%,
and the Londing Faciiity rate at
5.50% a2t the Docembar 2025 Board
of Govermnors Meating.,

Stabifized the rupiah exchangs ratz
through Interventions m the form

of Mon-Defivarable Forward (NDF)
transactions in afishore markeis, as
well a5 spot, Domestic Non-Deliverable
Forward (BMNDF) tan=dion in the
demestic market and purchasos of
Govarmmant Securities (SEN) in the
seCondary markat

2 Dptimization of Bank Indonesia
Ruplah Seaorities (SREBI), Bank
Indanesia Foreign Currency Ssourniiies
{5VBI}, Eank Indonesia Forelon
Currency Sukuk (SUVED, and
BEank Indoneosiz Sukuk (SUKEI) a=
proe-markst monetary instruments

b. Strengthened thestrategy o7 1arm-
regn and foreign Gamency swap
tn=chions

I

lsed BI-FRN [Flieating Rate Notoes)
to support the development of tha
Owvernight Indax Swap [(OI5) for
tenors beyond ovarnight, inefforts
to estabiish an afficient merest rata
structure in the monsy markst
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Goalks and Badkorounsd

The decision to lower the Bl-Rate to 4 75% was in line with
joint effors to support economic growth whila maintaining
low inflation forecasts Tor 2025 and 2026 within the

2.5+ 1% target range and Rupiah exchange mte stability in
fire with fundamentals

Thix declion was masEtent with Inflation forecsts for
2025 and 2026 remaining low within the 2.5%: 1% targat
range-afforts o majintain Rupiah exchanos rate siabifity
in fine with fundamentals amid pesisiently high.global
urscertainty, and policy symergy o help further strengthen
BLOMEMIC growth

This decision was cmnsisiont with giforts to mainizin
Rurpiah exchanoe rate stability amid persistentiy high
alobal uncartainty, while continuing to cirengthen
the-affectiveness of transmission of the mopztary @nd
macroprudential easing meaures implamented to date 1o
safeguard stabiiity and support the national economy.

This dacision was onsistent with infiation forecsts Tfor
2025 and 2026 remaining low within the 2 5=1% tamet
range offorts to makntain Rupiah exchangs rate stability
amid persisiently high global uricartainty, and continued
strengthening of the sffactivenass of Transmission of

the monetary and macroprudential easing measuras
implementad to date 1o safeguard stabllity and support tha
national edonmy.

Bank Indonesia optimizad all monetary Instruments,
Imcluding reinforcemant of the pro-market monatsty
aperFicns strateay through the optimization of SREL
SVEL SUVEI, and SUKEB! instruments io strengthan pokoy
effeciveness n attracing foreign portfolio mfiows and
wipporting Bupiah exchanoe rate smabijity 2amid fdsing
uricertzinty in the global economy and financial markets.

EBank Indonesta strengthaned the pro-market monstary
oparations strategy to reinforce the effectivenass of
monetay policy trarnsmision, sccalersts dEepening of
the money market and foreign exchange markei, expand
fiquidity, and stimulate Toreign capital inflows.
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4.

Policy
Coordinatiaon for
Infiation Contral

Poiicy Desaription

d. Managed the interest rate struciure
of monetary instrumeants and forzign
amTency swaps to strengthen
the sifectivaness of policy rate
trarsmission while maintzining the
atiractiveness of Toraign porticlio
imflows to domesiic financial assets

e, Expanded the underiying ases or
repo operations in Hank Indonesia’s
monetary operations to includes
other high quality securitios issoed
Dy financial institutions estabfished
or formead by the Govarnment o
SUDROrt Government programs for
public weifars

1. Expanded foreign aichangs
monetary operation mstroments
throdagh zpot and swap transactions
in Chinesa Yuan (CNY) and fapaness
Yen UPY) against the rupiah,
imtegratad with monsy markst
and foreign exthange markat
development

Convenad the High-Love] Meating of

the Camtral Infiation Control Team (HLM
TPIF) on 315t lanuary 2025 The maeting
was chairad by the Coordinating Ministar
for Emnomic Affairs and atiended by

the Govermnor of Bank Indonesz the
Ministor of Hnanca: the Minister of Home
Affairs the Vice Minkter: of Trade: 1ha
Vice Minister of Pubbc Warks; the Vice
Minister of Maring Affairs the Ading
Head of Statistics indonesiz; and adhelon |
aificials amdlor aguivalent representatives
from rministries ard agancies that are
members of the TRIP

The Govarnmer and Bank Indonesia agreed to strengthen
synergy and coordination 1o keep Consumar Price Index
(CFR inflation within the 2.5+1% target range in 2025
Thres strategic measures woukd be pursued 1o stangthen
infiation comirol in 2025, a5 follows

1. Maintain 2025 infiation within the 2.5+1% target range
in support of acelerating national anomic growth

2 Strangthen central-regional coordination through the
astahlishment of the inflation Control Roadmap for

20252027, necluding the following measures:

a -ensuring the sffordatility of food commiadity
prices and transporiation fares during the National
Refigicus Holidays (HEKN) pariod;

. Increasing food produciivity o mainizm supply
availability across time periods and regions;

¢ ansuring smooth interregional distribution of food,
particularly from surplus to deficit areas:

d. =trengthening the avallability and reliability of Tood
data; and

g enhanting communicaiion symergy to manags
puibiic inflation axpactations.

The HLM TRP also establithed the Infiatiocn Control
Roadmap for 2252027 to ensure that inflation remains
within the target range of 2.5 1% Tor 20252027, a5
detrminad Dy the Govermmant



Coordination for
Servies Sector

Polkcy Destrigrion

Convened the 2025 Nationzl
Courdination Meesting (Rakormas) on
Inflation Control and the Adsleration
and Dxparsion of Regional Digitalization
(FZDD), heid in conjunction with

the 2035 Annual Maating of Bank
Indonesia (PTEI}. FTBI adopied the
thema "Resifipnce 3 Seif Helianoe:
Syrergy Toward Higher and Enduring
Economic Growth”™ at Bank Indonesia’s
Head Office. The avent was attanded

by the President of the Repubix of
Indonesiz, the Coordinating Winistar

for Economic Affairs; the Governor of
Bank Indanesia; the Minisior of Home
Affairs- the Ministar of Fnance; the
Coordinating Mindster for Food Affairs
and savaral Ministers of the CEhinet;
leaders of state insiiuiicns. Ambasssdors
to Indonsia; ProvindalReganod
Mumicipatity Governments receiving the
2025 TPID Asard and the 2025 TP2DD
Championship; and rejsvant assocations

Cros ministernabagency synergy o
strengthen the performance of the
serwies sector, induding toursm and
commnectivity was pursued through the
fallowing infiiatives:

2. Acrplersting the implemeaentation
of guality tourism i support the
achisvement of national pricrities
under the 20252029 National
Medium-Term Development Pian
(FRRIMN], in coflaboration with the
Ministry of National Development
Planning Agency (Bappenas), the
Miriistry of Tourism, the Coordinating
Ministry for Economic Affaire, and
Statistice Indonesia (BFS),

b Strengthening national logistics,
particuiarly through the preparation
of studies supporting: policies to
address over-dimension over-
loading (ODOL) logistics vehides, In
enflaboration with the Coordinating
Ministry for Infrastrucire and
Regional Development, BPS; the
Ministry of National Pevelopment
FlanningBappenas, the Minstry
ai Trade, and tha Ministry of
Trangporiation.

£ Supporfing the development of
globally mmpetitive Musiim friendly
tourism through the pregaration of
the ndoneiz Muslim Trave! Index
(RATD 2025, in collaboration with the
Minustry of Tourism and the ENHAL
Hala! Toaprism Center {(EHTC)

ECONOMIC REPORT ON
INDONESIA 2025

Goaks and Background

The President of the Republic of indonesia conveyed
appreciation to tha Minstars and related offidals in
atiendance, particularly the Ceniral Infiztion Confrol Team
{TRP and the Regional Digitalization Acceleration Team
(TP200), for thair synargy, unity, and reconciiation in
tormuiating policies that prioritize public welfars.

The Coardinating Minister for BEconomic Affairs, in

his capacity 28 Chair of THP also stated that infiation
remaimed well=controffed within the national targst range,
supporied by the consistency of Bl's initerest rate policy
and the Govemment's Tiscal incentives n guiding infiation
EXpArTItioe.

EFurtharmore, the poficy mi across fiscal, monatary, and
raal sactors, along with continued implementation of the
four main inflation control strategies—gprice affordability,
supply availabifity, smooth distribution, and effective
coumrminication (4K}—ontinued te be purtued to snsire
infiation remained within the target range.

1. Bank Indonesia piayed an active rof2 in preparng
assessments and measurements of guality tounsm
implemaniaiion in pronty and regensrative
dostinativres upder the 225 2030 BRIMMN. This
ampEment built on inftiatves sinde 2022 with the Joint
Secretariat Tor Tourism and was included in the insight
Report 2025, which raviewead the application of guaiity
tourism indicators aoross Tive priority destinations and
thr=e regenerative destinations, along with policy
recommendations o advanoe guality tourism in support
of sustiinable aconomic growih

& Bank Indonessiz oollaborated with the Ministry of
Tourism and the Minikiry of National Development
Piannina/Bappenas in preparing the Indonesia Tolrism
Outiook 20252026, which preconts tha landscape of
domestic and giobal tourism, progress in implementing
quiality tourism, and opportunities arsing Trom evoiving
trends and sirstegic directions Tor towrsm deselopment
to support the Az Ofa national 2genda.

3 Banpk Indonesia contributed to the preparstion of
studies assessing the impact of pollces addressing
over-dimemnsion over-loading logistics vehicles
This study formed part of the pational strateqy to
strengthen the logistics ecosyctom and would be
incorporated into the forthcoming Presidential
Regulation on National Logistics Strenginening.

4. Bank Indonesia also played-a rok in ampoiweRng
Tourism Awaraness Groups (Fokdanwis) 1o support
inciusive and srstainable emnomic and financial
dovelopmant. Bank Indonesia implamented Pokdarwis
programs in Batanag River Tourism Viflage in Weast
Sumztra and Bilebanta Tourism Village in West
Nusa Tenggara:

2
B
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& Poficy
Coardination for
Manufacluring

Cross-ministerial/agency synengy to
sirengihan the manufachunng secor
continuad through the following

initistves

1

Bank Indonesia coordimated with the
National Economic Council to reinforce
intar-institutional coordination In
strengthening the manufaciuring
sactor, particularly labae-intensive
iridustrios.

Bank Indonesia coordinatad

with the Mational Task Forca for
Dopwrstreaming Acceleration and
National Energy Resilience ¢ part of
effors o drengthan inter institutionad
coordination insupporting the
siratogic agenda for accalerating
natural resource downstreaming.

Bank indonesia continued it oynemy
with the Ministry of industry to
sirengihen the manufaciuring secior
as part of joint affors to wupport
economic growth and maintain
stabliity.

Il. Macroprudential Policies

H=nk Indonssiz and the Nationa! Eonomic Cowndl
conducted in-depth assessments of the mnstraini:
hindering recovery in labor-intensive industrias;
particulanly textijes and texiile products (TPT) which
showed relatively slow impfovement, and formulaied
strategic recommandations. B0 accefarate recovery
Coordination Dok place through -3 high-level meating
followad by t=chnics! dEossions.

Downsireaming pollcy onstitutes one of the mision
intha national priorities {Asta (fa). Accordingly.
high-level coordination with the National Task Force
for Dowrstreaming Acceleration and National Energy
Resifiohce sorved ac 2 forum for policy dialogue

and exchange of views. The discussions amphasized
sfforis @ pomote downsireaming and the poteniial
axpansion of downstreaming from the mining sector
1o the food sector 1o ensure that Indonesia’s transition
toiward becoming an advanced emnomy proceads
indusively and supporis job aeation.

Bank Indonésia and the Minisiry of Industry signad
an axtansion of the Memorandum of Undastanding
{Moll}) on cooparation and coordination in cmying
ot thair respective disties and functions on 24
Septembear 2025 The scops of the Mol incduded:

(). policy synergy to support axtainable economic
arowth through industrial sector strengihening

(M. synargy in developing economic and financial
inclhision, both mnventional and sharia, for small
and medium industries (IKM) and micro, small,
and medium entarprises (MSMES) in the indusinal
SeCinT;

{iii). ws= of data andfor imformation;
(iv). human resouita capacity huilding; and

{v). other cooperation @nd coordination agreed upon
by both Institutions

The Mol was Tollowed up with 3 sories of activities
In ME25 Foousimg om sirengthening indusirial polices
through the optimization of Industrial Estates (KI)
and Special Economic fones (KER), optimization of
trade routes, finandng, enhancement of MSMESMI
capabilitiec and strengthening of policy-related data
and mformaticn

[+ Policy Policy Descriplion Goaic el BEackground

Intermediation

1. Magoprudeniial a2 Stengihening of KLM effective Tha KLM incantives were direded o encourage
Liguidity 1 January 202% with 3 maximum creddit distribution ta priosity sectors that support
Incantive (KLM) incantive of 4% of third-party funds job creation and sectors capable of improving piblic
Poyiicy (TeF.™ welfare, induding the lowsr-midde incoms group. Tha

Incentives were also directed to the MSME and Ultra
Mizro (UMI) seoments, =5 well &5 the green secior

23 Board -of Governon Regsistion Number X1 of 2024 dated 12th December 1028 concerming the Second Amendment 1o Soard of Governors
Remulation Number 11 of Hi23 dated 77 December 2123 on the Implementation of the Macroprudenfial Liguidity incentive Polioy

208
o
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b. Strengthening of KLM effective 1
Apri| 225, inoeazing the maximm
Incentive from 4% to 5% of TPES

€. Performance-basad and forward-
Izoking strengthening of the KLM,
sffariive 15t December 2025 m@ising
the masimum Incentive to 5.5% of
TPE KLM Incentives are allocatad at a3
raximum of 5% throwgh the isnding
channel and 0.5% through the inferest
rate channel, ™

d. Performance based and forward-
laoking strengthening of the KLM,
eifaciive 16th December 2025 with
2 maximum incantive of 55% of TPE
KLM incentives 3re allocated ata
meximum of 4 5% through the lendimg
channel and 1% through the intorest

rate channel
Loan to Valug/ Bank Indonasia continued the relaxation
Finandng to of LTWETY ratiod for properiy loans’
Walua (LT financdng 1o 3 maximum of 100% for
FTV} ratios 2l proparty ategones, as wall a5 the
for property minimum downpayment requiremant for
morinagss maotor vehicle lpamdffinandng to no les
{or other than 0%, affecive from 158 March 20821 to

financing) and 215t December 2021, has been extended
downpaymants annually through 31 Decembar 20267
far motor vehicte

icansfinandng
Interest kats 3 Contimed with the policy for
Tranzparency transparency in the base lending rate

({HLR) along with despening of 1M
pricrity sectors.

b. Effomive 1 lanuary 2026 the
asesmant of prime lending rate
trancparency intludes the effectivencs
of Danking ntarest raie rasporses
to reductions in the Bank Indonesz
policy rate.

ECONOMIC REPORT ON
INDONESIA 2025

Goals and Badkground

Strengthening of the KLM aims to adjust the
disributivn of incentive alloctions toward priority
woctors that sre more supportive of economic growth
and job craation. Incantives ara also directed to support
the Governmant's Asfa Ofa programs in the housing
secior, Including public housing.

Thestrenagthening of the KLM & intanded 1o promioie
intermediation that anacelerate sstainabis
ecanomic greswth in 2 more rgetod manner, while als
enhancing the effectivenss of polloy rate transmision
to lending rates.

Incantives are provided 1o anks that commit i
extomniing oeditfinancng to designated soctorn
{lending chamnel) and sot lendingfinancng ratos
aligned with the direction of Bank Indonesia’s policy
rate (interest rate channal),

Bank Indonesia has annoumced further relacfion in
the LTWFTV ratios for property morigages and down
payment for motor vehicda ownarship @0 promot: credit
growth in the propery and automotive ssciors without
sacrhcng prdential principles and risk managemeant

The purpose of tramspasency i base lending rats
asomment i 1o achisve sironger rarsmission of Bank
Indonesia monetary armd macroprudential policiss,
Through transparency, mambars of the public and the
business commurnity besafit from accoss 1o information
on developmants in the base lending rate for the
banking system and Ending rates offered by banks

The axpectation is that improved transmission of the
policy rata to lending rates with competiive and
efficiant pricing of loan interest rates will ssiain credit
demand and In tum promoiz econcimic reooverny

Board of Govamots Reguistion Number 7 of 2025 dated 26th March 2025 concamirng the Thisd Amendment o Board of Gevemiors Regulation
Numtrer 11 of 2023 dated 77 Desmber 7123 on the implementation of the Msooprodantial Liguidity [ncsmtnes Poling.

Board of Gowvernors Reguiation Number 77 of 2025 dated 15t Demember 2025 coneming Implementation Regulstions for the Maroprudential

Liguidity ncentive Polic.

Board of Govemors Regulstion NMumber 30 of 2025 dated 19th Dersmber 2000 comneming Seventh Amendment to Board of Governmon
Regul=tron Nimber 2125%FTADGRTTE concerming Loan to Valuz Ratos for Property Credit, Fmanang to Value Retos for Property Financing, and

Downmraymant Asquirements for Moetor Vehide Credit or Finanong.

208,
B



ECONOMIC REPORT ON
INDONESIA 2025

4 Maroprudential a
Imzrmediation
Ratio (MIR)

Continued the implementation of
gocommodative mamoprudential
policies to encourage bank oradit/
financing 1o the business sector by
maintaining the MIR within the range
of 84-04% throughout 2025

b, The MIR famework was strongthanad
through the addition of provisions
enabling Bank Indonesia to designate
othar sscurities, alona with their
mriteria 2nd mechanism=s, 1o be aligible
Tor inclusion i the MIR, effective 20th
Octobor 202577

5 {Counteryiical Continued accommodative

Capital Buiifer macroprudential policies by maimtaining
CiyB) the CCyE ratio at 0% throughouot 20257
Resilianm

Cortinued an accommodative
macroprudential poelicy stance by
roducing tha Macroprudantiz] Liguidity
Buffer (MPLB} ratio for Conventipnal
Commercial Eanks (CCE) and Sharia
Commmerdial Banks (5C0), sffective

1 June 20025 The MPLB for CCB was
reduced to 4% Trom 5%, with rapa
Tlexibility of 4%, Meanwhile, the Sharia
MPLE for 58 was reduced 1o 2 5%
from 2.5%, with repo fiexdbility of
215%

6.  Maooprudential -
Liguidity Builar
(MPLE)

Besides promoting more effecve monetary policy
trammssion, Bank Indonesia & also working hzrd

o expand information dissemination to oedit
consUmars at the corporate and housshold levals
Further objectives of these publications are to impiova
govermnanca, marka: discipline and competition in
formation of bank basa lending rates so that the
cifersd base lending rats will be more competitive

in stimulating aedit domand and driving econoemic
recovery.

The MIR and Sharia MIR are macroprudential
instrumants for the purpose of managing the bank
intarmediary function in linewith growth capacity and
targets for the ecmnomy while continuing o uphold
prudantial prindples

For more robust implomentation of rolazed
macroprudential policiet to promote sustainabile
econoimic growih, Bank Indonesiz maintzined the MIR
and Shara MR within the range of 84-94%.

For more robust impiementation of refaxed
macroprudential policies, designed to promois
sstainable economic groth, Bank Indonesia has
mintzined the (CyE a2t 0% Thiz s supporizd by the
abmonce of any Intreaze in spstemicrisk from esicesive
credit growth and ensuing requiremants for additional
capital to absord Josses that may result

Tha reduction of the MPLE ratio and the fiexibility
feature s intended to provide bankes with greator
lesway In managing ligquidity for leadingfinancng
whila simultanecusiy promoting financal markat
degpening,

Ir fine with this, the addition of aligible socurities that
ean be counted toward MPLEShars MPLE Tulfillmernt
it intended to furthar enhance banking flexibility in
liquidity management, Theraby supporting further
agrowth in imtermediation

#1 Board of Governors Requistion Number 23 of 2005 dated 20 October 2025 concerning the: Mamoprudendial friterrmediation Aatio and the
Macroprudentiat Liquedity Buffer for Commentional Commermal Banks; $hana Commercial Banks, and Sharia Busines Units

28 Bank Indonssia Reguisfion Numbsr 1722PE|2015 concaming Mardstory Formation of the Countsroyelical Buffer dated T80 Decamber 2015

210
o



7. Provision of PLIP

8 Macropruilantial
Inclusive
Finandng Ratio
{RPIN)

5. The Bank Foragn
Funding Eatio
(RPLN)

pa

E §|

32

Paficy Dosoription

b. Expanded the types of securitias
gligitile 1o be counted toward MPLE
fulfillmond, namaly B1-FRN and
secuTities sued by othies financial
institutions establishad or founded
by the Government tosupport
Goyermment programs Tor public
weltars, 35 designated by Eank
Imdonesia, inclhuding PT SME {Sarana
Multigriva Finansial) corporate bonds/
sukuk and other high-guafity securitios
stfactive 20 October 2025.™

Expanded the tvpes of securities sligibie

a5 PUP collz=ral to induds BI-FRN

and ssourities Esued by other financial
irstitutions esiablishad or founded by

the Govemmant tosupport Governmant
programs for public weifare, as designatad
by Bank Indonesia, namaly FT Sarana
Muttigriyz Finansial (SMF) corporats bands!
sukuk 2nd other high-qguality securifies @

Cogfinued the BPIM policy o support the
arowth of incusive finandng "

Maintzined an-accommodative
maoroprudential policy stance by
increasing the Courfermyciical Parameiar
by 5%, thersby raiing the Bank Forsfgn
Funding Ratio (RPLN) from 3 maxirnum of
0% 1o 35% of bank capital, effactive 1st
June 2025

ECONOMIC REPORT ON
INDONESIA 2025

Goals and Badkground

The strenathening of the MPLE was carmied out in
fine with the weoll-maintainad liguidity r=siiizne of
the banking system, =5 refiected in the high-level of
MPLE-algible soourifies hald by banks.

The F25EK Act strengihaned Eank Indonesia’s mandatain
Tormulating and implemeanting macopredeniial policy,
including the authority o 2t = Lendar of Last Reson
(Lol R} through the provision of PLIPPLPS funding.

The strerigthening of varous acpects of PLIFPLIPS
provision 5 expecied o enhance the affectiveness of
resoiving liguidity problems expenenced by commercal
banks

The RMM reguiremenis for Comventional Commertial
Barik=, Sharia Commescial Banks, and Sharia Business
Units wera jssoad to support joint Govermmeant efforts
o improve acces 1o finencing and developmeant for
MSMEs and low-income individuats (FER), and 1o
encouwraqe banks to oniribute optimally toward RPIM
fulfillment. Each bank & reguired o mniribuie o BPIM
fulfiiimant in accordance with its expertise and business
modei while uphociding prudential principies and sownd
risk managamarnt,

Strepgthened implementation of the APLN policy was
intended to inoeass banks' forsign funding sources in
fine with the needs of the econorw while maintzining
prudential sEandards.

Board of Governers Regulation Number 17 of B1I% dated Z8® May 2025 concerming the Bighth Amendment to Board of Govemors Begulsbion
Mumber 21FZ/PADGED1S dated 28 November 2019 conteming the Macropredential Int2mmediatron Rato and the Macroprudential Liguidy
Butfer for Conyerrdonal Commeanasl Banks, Stars Commertizl Banks, and Sharia Busiess Units

Bosd of Governors fizgulstion Number 72 of 2005 detzd 20% Ociober 2005 conrsming the Amandment to Boamd of Governors Aegulation
Mumber 77 of 2023 dated JB December 2023 on the Implementation of Short-Term Liguidity Assistance for Conventions] Commescial Banks
Bank Indonesia Regulation Mumber TUTIPEFR0ZT dated 37 Augoet 2021 concemimg the Maroprudential inclomes Franong Rato for
Conventional Commercial Banks, Shans Commerial Bankx, and Sharis Susiness Units

Board of Gewvernors Regulstion Number 12 of 2075 d=ted 28 May 20250 conceming the Amendment to Board of Gowernam-Regulstion Numibar
7 of 24 dated 1 Auguet Z024 on the implementation of the Bank Foreigm Funding Ratin

2
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10, Regutar Meetings

i1

[ &

Financial
Sy=tam Stability
Committae
{K55K}

Bank
Indanesiz—0K
Coardination

Bank indonesia-—
LPS Coordination

Regular mestings of the KS5K were
corvened throughout 2025 to coordinate
aiforts tosafeguard financal system
stability and accelerate national economec
TECOVEry,

Strengthened coordination batween

Hank Indonesia and QJK to harmonize
policies and regulations in support of
policy sftectivaness. Bank Indonesia
policies harmaonized with OJK incduded
KLM, RPLN, PLIP/PLIPS, RIM-RPLE, and
Payment System industry regulations.
Several DIK polides and regulaiions
supporting the bank intzimediation
fenction, which weare harmonized with
Bank indone<ia regulations, included

the draft GIK Reguiation (RPOIK) on
transparency and publication of bank
reports, mmplan reqguirements for

the Liquidity Cowversge Ratio (LCR) and
the Net Stable Rnding Ratio (MSFR) Tor
Sharia Commaercial Banks and Shariz
Business Units isvarage ratioreguiraments
for Sharna Commencal Banks reporting

by commercial banks throwgh the OJK
reporting system; information tedmology
Implementation by Hural Banks and Sharia
Rural Banks; the use of foreign workers
angd knowladge-transfer programs by
commerca! banks, and the administration
af sharia investment products. inaddition,
coordination betwaen Bank Indonesia and
(3IX also coverad the axchange of data
andfor information, joint stress tosts, bank
cxaminations, licensing andfor approvais,
and the implamentation of KK

Strengthened bilateral coordination
betwesn Bank indonesiz and LPS in 2025
through harmonization of polioes and/
of requlations, mcluding refinemant of
the Mamorandum of Uinderstanding on
Cooparation and Coordination in the
execmion of e funchons, dities, and
authorities of Bank Indonssa and the
Indonesian Deposit Insurance Corporation
(LPS}, Coordination aiso indluded
exchange of data andior information,
implementation of simulations,
imtec-guthorty institutiona! banchmarking,
and coordination mestings

Tha K55K held guarlerily meetings as 2 form of
coordination ameng financial gystem authorities (the
Mimistry of Finance. Bank Indonesis; OfK, ang LPS) 10
matntaim financial system stability, Cutoomes of the
coordimation included poficy formulation, bothas
imtoorated polloy packages and 25 synergized policy
mixes across authorities. Deliberations generally covered
Fcessmants of the economy and the financial systam,
policy formuiation, and topical issues considerad dosaly
relatad to maintaining Tinandal sysiem statility,

Harmonization of polices anddor regulations and
macropruEdeniial—microprudential coordination ssrve
= forms of ynergy D support financial syszm siabifity
throuah gmﬂi.rth in bank mtermediation and banking
products, bank rezilience with controlied risks, and the
devaiopment of indusive, MSME, and grean finanding

Harmonization and cecordination batwean Sank
Indonesiz and the Indonesian Deposit surano:
Corporation were underizken to safeguard firanoal
systom stability in line wiin the mandate of the P2SK
At
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I Payment System Polides

No

bk

Policy

The direction of
payment system
policy asspelt out In
BSPl 2030

Continuing policy
to redu= Hank
Indonesia National
Claaring Sysiem
(SEMEI) Feos

Continuing aadit
ard palicy on
THRXITWTT inerest
rate fimits, mindmum
paymanis and late
penalties

Expansion of QRIS
Featurss for Scanies
Paymeants and
Adiustment of GRIS
MDH for BLU and
P50 Criteria

Expansion of
Payment Service
Inciusivensss through
Expanded QRIS
Accapianm

Expansion of the
Indonesiz—lapan
Crosz-Border QRIS
Cooperation Corridor

Expansion of
Imterconneciion
through
Implemeantabton
of the Mational
Opan APl Payment
Standard [(SNAF)

Policy Descripgftion

Through BSP1 2630, Bank Indonesia
secks o malmimin the sxtzinabiiity of
paymerrt system diogitalization. BSPI
2030 includes five main initiatives,
namely: developing payment systam
imfrastruciure; strenathening and
corsal idating the mational payment
sysiem indusiry, strengthening
digrtal mnesation and increasing
acceplance;strengthening intemational
cooperation; and developing a digital
curmency or digited Rupizh (4-RDO)

Reduciions in SKNB! fees: from banks
to Bank Indonesia from Rpht0 to Rp?;
and from castomers o banks from 3
maximum of Rp3, 500 to a maximum of
R, 900, affedive from Tt Apnil 2020

Credit Card Policy:

3. Redurcing the maximum credit card
interast rate from 2% per month to
1.75% par month

b. Reduction in the mindmum
payment value from 10%: o 5%

¢ Reducing late payment fines from
3% or 3 maximurn of Rp150 000 to
1% or-a maximum of Rp100,000.

Implemanted the sirepgthening of QRIS
migrchant dizcoont rate (MDR) policy for
thecriterta of Public Service Agendies
{BLU} and Public Service CGhiioation (F50)
froam 4% to 0%, which will =ke sffedt
froam 140 March MU5 cononrently with
QRIS (seanless),

Implemanted an accepiance expansion
strategy targeting 58 million QRIS usars,
40 miilicn marchanis, and 6.5 billkon
GRIS transacion volumas

Laumched the Indonaesiz—lapan
croe-border QRIS cooperation on 1T7™
Auglst 2025,

Expanded SNAP integration fo all
payment system @enice providens
(PP o ini=graiz all non-MSBE and
non-profit useds.

Goals and Background

Cragtion of the H20 Indonssian payment systam
will support the infegration of the digiial finanoal
ecosystem within 3 consolidated and resifient
structure: This should guarantes the function of the
camiral bank in regard 1o the droculation of money,
monetary policy and Fnancial Systam Stability
amidst a changing strategic environment, marked
by nressing participation of the Y, Z and Alpha
penerations as well s helgidensd cybar rigks and
incraasingly large fund fiows clobaily

T increase oost effidency 1o sUppomt economit
activities,

To increase sMiciency O maint2in economic recovery
momentum and accelerate inchusive digitalization.

Supports innovation in the digial payment sstom a8
an altornative paymont method that is faster, more
convenient, atfordable, sacure and raliatHe for the
pubfic, particuiary in supoorting public services apd
retail transaciions digitally

Aims to encourage housshold onsumption and
payment system innovation in support of ncdusion
and the acceleration of aational economic recovery.

Ajms to promole the convenience and sffitancy

of aown-border trarsactions, sirengihen payment
oysiem innovation and interconmection, and support
infraased sconomic activity, tourism, and financial
inclusion between Indonesia and lapan.

Alms to support imteriinkages, particularly across
banking and reievant participants, nsistent with
fhe principles of interconnection, interoparabifity,
and intearation.
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8. Expansion of Heleased features that process fund
Altmrmative tramsfers from one sanding customer
Payment Services o multiple receiving cusiomers
for this Public and simultanetusiy, enabling MSMES or
Corporates through corpoaies 1o conduct multiple paymeants
the Releasa of at the same time. Furthesmore, refeased
Bi-FAST Features a feature that processss collection
Phaso 1 Stage 2 of funds freem one cmpany t© ona

billed customer

Another featurz, Reguest Tor Paymant
(RFF), 5 a Bl FAST service that promssos
2 transter of funds from a paying
custormer to a3 recoiving customer,
preceded by 3 paymant reguest from the
receiving CUstormas

g, Expansion of the Expanded implementation of Kartu
Impkemeniaiion Kredit Indonesia (KEI} for the
of Kartu Eradii Govermment seqiment 25 an initiative to
fnidonesia (KK} Tor support govamance and sfficoncy of
the Govarnment Gowgrmment exponditure transactiones
Seqment through a moss compa Htive pricng

schema.

i, Expansion of = Inrowation, acceleraiion, and

Poficy

Electronification of
Loeal Govermment
Transactions (ETPD),
Elecironification of
Social Assistanca, and
Electronification of
the Tramsport Sector

Polficy Description

sxparsion of Elecironification of
Local Government Transactions
(ETPD), including intagration of local
govesnment finandal managemaent.

b, Bank indonssia support for the
distribution of non-cach social
Fssistanca.

¢ Bank Indonesia support inthe
glectronification and infogration of
transport-amode paymen! syslems.

11 Sirengthening Fromoted, educated, and socialired
Fubic Bigital variouws digital initlatives and mnovations
Literacy through the in Indonesia. Bank Indonesia, ogether
Inchonesiz Digital with the Cooddinating Ministry for
Economy and Finance = Economic Affairs of the Repubiic of
Fectival (FEKDI) Indanodia and associations, held FEKDI

2025, in coliaboration with Indonesia
Fintach Summit & Expo (IFSE), on 3"
Octobar—1® November 2025

IV. Broad Money Management Policies

HNo

Policy todicy Deuription

L Rupiah Corrency  BPPUHR 20242030 &5 a strategic business

Management plan for Rupizh monsy managemeant
Blueprint (FLR} in 20242030, Its vision s " Ensuring
(BPFPUR) the Availability of a High Quality and
20242030 Dependable Rupiah CGarency in Maimiaining

Provides altemative payment methods for the public
and businesses, Inthoding MSMEs.

Aims 1o foster national saif-reliance, ensure
sovareigoy over GoveEmment tansciion data,
enhance procesing cost effidency, optimize tha
domsstic scheme, and axpand acceptance, mcluding
to the MSME soctor.

Aims 1o accalerate regional digitalization to
support regional economic growth in line with

the acceleration of ecoromic recovery, while also
promating growthn 25 well 36 econgmic and financial
Inciusion.

*  Enhance support, paricpation, and syreeay
among industry, ministriesfinstiiutions, locad
goveEmments, and the pubiiic Tor B2nk Indonssiz’s
payment system digitafization policiet and
imitiatves,

*  Communicate payment systeny digitalization
imitiatives and palicies in 2025, as well =
digitalization programs of ministrissfnstituticns
and associationsindustry,

®  Enoowrage innovation in the digital edonomy
and fimance and sizengthan national economic
resilienceand Tecovery.

Goats ard Bachground

The sxscution of PUR duties in the Tuturs will

be markad by increasingly rapid trends in the
development af non-cash and the digitaiization of
pavmenis, & wallas demographic shifts that will ko
imfluence pecple’s preferendes In using banknotes
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Goals and Background

Inoesing
Ruplah Liieracy
tirough the
Incanesan
Soveraign
Rupiah Festijval
{FERBI)

Centralization
of Monay
Distribution

the Stability of the Payment System for
the Soversignty of the Unitzry Staie of the
Hepubific of Indonedz”

FEREI ks an avent which seeks to indease
Rupiah literacy. The event has boen heid
annuaily since-2022. FERBL 2025 was
held an 1517 August Z075 in lakaria
under the thame “Close Synemy in
SSfeguarding Rupizh Soveralgnity ™. The
implemeniation of FERR indudead:
Rupiah Exhibition, Testuring @ Rupiah
Eanknote exhibition mtroducing the
histosy and Tarsformation of the Rupiah
as 2 means of payment ovar time.
Mational dialogue, featuring discusions
with pubific figures to 2xplore Rupiah
meszages and themos through light and
engaging discussions.

Rupiah entertaimmant and education
siage showeasing Indonesia™ cultural
diversity, such as traditional dancas
depicted on Rupiah banknoies along
with Rupiah edusstion

Bank Indonssiz conducts rentraiizad
diziribution of the Rupizh arrency In all
raglons of the Republic of indonesia through
the implementation of Front Gifice (FO),
Middle Office (MO), business processas which
are achiaved throught

Improving the mational money
disiritnstion network.

Implemaniation of the FOTunciion
inall Bank Indonesiz Represeniative
Fifices 1o provide cash and money
procaising senvices

Strengthening the PUR Command Center
in cairying out the MO funcoon 2 the
line of command for ensuring adequate
national cxh.

Detormination of elght Bank Indonatia
Regrecantative Oificas as Regional Cach
Diepots (DHOW) which carry oot FO and
BD functions.

Establichmant of the South Sulawss]
Main Cash Depot {DKL) which carmes
cut B0 functions 1o distribaute and
store monsy.

and coins Improved gecgraphic connectivity

and developmeant of the PUR industry can be an
opporiunity for 3l io expand and improve the
guaiity of cash sarvices to the genersl public. BPPUR
20242030 wias drafied in responsa to the latost
davelopments in the strategic environmant. This
blueprint is a continuation of BFPUR 20702075

I 2chieving Rupiah sowvergignty in line with
developmeants in the digitalization of paymenis.

Sorves @5 2 public education inifiative on Rupiah
and implementation of the Cimis, Bangoa, Patam
(CBP Rupiah program, with the objectives to: (1)
strengihen public understanding of the Rupiah’s
rofe in the nation’s historical journey; [2) foster
opiimism and national spint 2nd (3} sbengthen the
soveieignity of the Hepublic of indonesia through
thea Rupiah

Bank Indonesia centrallzed money distribution

in ordar o pravide Rupiah currency that & fit-
farcirciiation in sufficient guantites and in
appropriata donominations in a timely manner ac
leqal tender throughout the territory of the Republic
of Indonesia. Implemeniation of disiribution
ceniralization s done by prioriizing silidancy, giving
comsitderation to the available routes and modes

of trareportzton in addition to adopting sound
inventory management practices to optimire cach
storage capacity
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Policy

Digitalization of
Equipmentand
Infrastrucihure

Coordimation

of Planming,
Primting and
Drestruction of
Ruptah Currency
Policies with the
Govarnment

Stremythening
Coordination
with Indusiry
through the
Ruptah Currency
Manzgement
Industry Forum
{FORINPUR)

Improving
Distribution
Strategy and
Cash Services

Policy Destription

The digitalization and atomeation of
equipment and Gsh infrastruciurs at all
Bank Indoneda Hepresentative Gifices takes
imto account the needs and conditons

of monoy processing in line with the
implameantation of the FOMOED business
process in entralizing money distribution,
Digitalization and automation are adhieved
fhrough the \ma of an automated banknota
feading system (ABES); automated banknote
packaging sysiem (ABPS). implementation
aof a warehouse management sysiem W)
with 2 racking system; and serial bank

note readers. In 2ddition, strengthaning

fha dedsion support sysiom and exmmaogtive
infermation system has boeh carried out o
urdiarpin monitoring; early warning: and
taking a more compleis; accurate; cument
and complete FUR policy strategy,

bn carrying out s doties related to PUR,
Eank Indonesia always coordinates with the
Gavernment in implementing the activitied
of planning, printing and destroying Rupiah
airency as mandated in Law No. 7 of 2017
copceming the Rupiah Cumency:

Inan effor 1o omganize the PUR industry,
BEank Indonesia b adopiod 2 milaborative
apptoach with industry to form the PUR
Industry Forum (FORINPUR) 25 3 means

for the communicaticn and coordination

aof PUR policies betwesn stakeholders and
incusiry whosa members are Bank Indonasia,
Bankz. Rupizh Monay Proe=ing Sarvice
Prowviders {PIPUR) and other related pariiot
FORINPUR is a forom for communicating
Bank Indonesia’s polices ta regulate the PLIR
indusiry-as well 2s obiain feedbadk from the
INCustry regardiny wEriows stratagic ssues
that @n influence the effecivenss and
aifigency of FUR polices

Bank Indonesia continues to evaluste

tha selection of routes and modec of
rEnspartation for the distribution of monesy
throughout the termitory of the Republic of
Indonesiz, At the me time, ealustions
are alko arried out on cash wsrvice acdivitios
which include synargies with oiher parties
(e.g., mobile cash and plans for developing
parinar cash centods and semice partners)
by giving consideration o effectivenes

and effideny,

As a-strategic move In the Rupiah
distribution policy, Bank Indonesia
established cooperation with national
trarspariation providers, namely PT KAL
PELNI and ASDP via tha signing of a
Memomandum of Understanding. it is

Cash infrastrecure digitalization is aimed at
supporiing tha implementation of increasnaty
maderm, integrated, efficient and safe money
circulation and procossing by having less human
imtervention.

Coordimation related to plannming, printing and
desfruction of Rupiah banknoias is rried put by
Hank Indonesia together with the Government to
emsure the ayallabifity of Ruplah bankrotes fit-for-
circutation insufficent quantities and appropriate
denominations in sodsty,

Foutine znd scheduled implemeanitation of FORINPUR
=n encourage the implementation of BFPUR
20242030 throuwgh support from tha PUR Industry,
aswell 3z geata 3 forum for dialogue batwean

Bi and Indiustry o encourage ontimization and
Improvernents in cash sarvices

Imiproving distribution strategies and cash services

& clocoly related to efforts (o achieve PUIR's vigion,
namely ensuring the avaitability. of high quality and
trusted Rupiah banknotes in maintaining the stabifity
of the payment system for the soveraignty of the
Unitary Siaie of the Ropubiic of Indonesia (NKRI).
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Doveloping
Camaged!
Defective
Rupiah Currency
Exchange
Servicos via the
anline PINTAR

Apphication

Preventing and
Eradicating
Coumterigi
Rupiah Currency

Environment-
Friendly
Aupiah Monay
Management
(PURA)

Podicy Desoription

noped that cooperation at the national

level can indrease the effectivenss and
optimization of Rupiah distribution aciiwiies
throughout Indonesia

Bank Indonesia provides first-rato servicos to
the gensral pubfic throogh online ardering
services Tor exchanging damaged/defective
Rupiah using the PINTAR spplication whid

is not only intended for paople who wiil
exchange their banknotes 3t Hamk Indonesia
oiftcec but alzo for people who will exchange
them through mobile cash semices.

In additon o continuous coordimaTien
with all ejfements of the Coordinating
Agency Tor the Eradication of Coumtarrfedt
Hupizh, Bank Indonesia has taken various
preventive and pre-ampiive meaturss to
prevent counterfaiting of Ruplah. Preventive
measyres are taken by strengthaning the
securiiy features of money to produce
Rupish banknotes that &e difficult to
coyurterfait but il essy for the publc io
recognize and lderntify their sutherticty,
Meaarnwhilo, pre-amptive mazures ara
taken by Bank Indonasiz in collaboration
with vanous parties through public
sduction related to the 'Love, Pride, and
Underdanding the Rupiah’ toncept. In
addition, Bank Indonesia providas support
for laboratory examinzton of Rupiah
banknotes whose authenticiy s in doubt
in relation to the disdosume of cases by law
emforEment officars. in particularn, Bani
Indonesia provides axpart testimony in
investigations and triaks of criminal c2ses
of counterfeiting Rupiah banikmotos, whilst
asoaxdhanging datafinformation on the
discovery of counterieit Rupiah banknoies to
I prforcemeant officers.

PLR activities that pay aitontion @
amwvimnmenial sstainability, induding all
blsiness processs in PUR actvities {o.q
more environmeantaily-friendly, papsr mongy
processing waste management}

ECONOMIC REPORT ON
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Bank indonesia provides an online order service to
the public to exchangs damagedidefective Rupiah
banknotes, sothat people can order cash senvices
prior to coming to 2 Bank Incdonesiz oiffice or mobile
cash servire location to minimize the polential

for aowds and provide corainty (o the pubft in
abtaining the cash services thoy nood.

Bank Indormesia B implementing various policies io
prevant and eradicate the drculation of counterfeit
Rupiah banknotes wo that Rupiah curmency is
Increasimgly trusted 2« 3 legal means of payment
throughout the termitory of the Republic of
Indonesia.

From a alobal and national peespociive, there are
various low-carbon development and environmenial
impact awareness initiatives, Induding: S1stainablo
Dovalopment Goals (3DGs) 2030; the Paris
Agreement. the G20 Bali Declaration; and tha
Nationa! Greenhowuse Gas Action Plan (RAN-GRE}
From Hank Indonesia’s side, a green Bank ndonesia
framework ls being developed which includes policy
and insitituiional pillars, one being PUR
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V. Financial Market Development Palicies

o Policy

Policy Bascripfion

Goals and Background

1. Issuancs of Board of Governors Regulation (PADIG)
Money Market Number 9 of 2025 mneming Monoy
and Forsign Markat andd Foreign Exchange Markat
Exchange Market (PUVA) Supporting Ihstitutions and

Regutations as the
Implemantation
af tha F25K

Law Mandais

Money Markat and Foregn Exchange
Market Supporting Professions
(PADG LPFP).

Board of Govermnois Regulation
(PADG) Number 13 of 2025 concerning
Transaction Facility Providors (PADG
Transaciion Facility Providers)

Board of Govermnois Regulation

(PADG) Numbar 16 of 2025 concarning
Ammandments to Board of Governors:
Reguistion Number 13 of 2024 on Momay
Markat Trarsacdons (PADG Amendmant
o PADG Money Market Transactions)

fBoard of Governors Regutation (PADG)
Number &6 of 2025 concerning Fnancial
Derivaiives with Underlying Assstsin
the Form of Money Markst and Forsign
Exchanige Market Products (PADG PUVA
Darhvative).

= Hogrd of Governors Regulation
{PADG) Number 2 of 2055 conceming
tha Ssttlemant of Blla=mal
Tramsactions beiween Indonesa
anid the United Arat Emirates Lsing
Rupiah and Dirham through Banks
(PADG Rupiah-Dirham Bilataral
Tramsactions)

= Boord of Governors Rogulation
{PADG) Number 5 of 2035 concaming
Amendments to Board of Governors
Regulation Number 23N 2TPADGZ0X
on the Sstilemant af Bllatoral
Transactions batwoon Indonssiz and
Malaysiz Lising Rupiah and Ringgit
through Banks (PADG Amendment to
Fuplap-Fmogit Bilatera!l Transactions),

This PADG regulates Money Market and For=ion
Exchange Market Supporiing Institutions and Supporting
Profedsions. The smpe of regulation covers tha duties,
obligations, and regisiration of PUVA Supporting
Institutions and PLIVA Supporting Professions that
provide sarvices in monegy market and foreign exchange
markel aciivities.

This PADG rogulates Tramsaction Facility Providers. The
scope of Tegulation Includes the Tunctions and obligations
of transaction fadility providers, ETP providess, intor-
mariet ETP providers, brokerage firmns, systematic
internalisars licensing, application of prudential
principies, sk management and govermance, data and
imformation, supervision, amd sancions

This PADG rogulates amendmants ta PADG Number

13 a7 2024 on Mongy Market Transactions. Tho scope

of reguiation ratates to the implemantation of money
market transaction matchmaking 10 Support price
discovary in money market transzcions, incuding the
mechaniz for money market trarsaction matmaking,
money markst tramaction matchmaking operatorg,
publication of matthmaking resylts, and transaction
standardization

This PADG reguiatss financial garjvatives with undariying
assats nthe form of money markat and foreign
gxchange market products. The scops of regulation
indludss PUVA darivative produds referenc pricss
fpricing], PUVA darivative playars; Tinancial market
imfrastructore used in PUVA derivative transactions PUVA
desvative transactions, licersing, datz and information;
application of prudential poncpies risk managemeant
and governance consumar protection; imgHlementation of
anti-money launderning mezsuras, prevantion of merorism
financing prevantion of finandng the proliferation of
waapons of mass desiruction; supervicion, proceduros for
imEosing sanctions, oxit policy; and coordination

Thesa PADGS reguisie the settiement of bilateral
transactions batween Indonesia and partner coumiries.
The regulations cover the appoirimant of Appoiniad
Cro= Currency Dealer (ACCT banks and transactions

in partner country currendies against the Ruptah, along
with their settioment. The scope of reguiation include
the-appointment of ACCD banks, account opening and
settlement mechanisms. price guotations, thresholds, and
undariying fransactions
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Strengthening
PUVA Primary
Daaler

Podicy Description

+ Board of Governods Regulation
(PADRG) Number & of 2025 CnEEning
Ampndmants to Board of Govermors
Regulation Numibar 22 ILPADGIHIZ0
on the Sottiemant of Bilataral
Transactions between ndonesta and
Thailand Using Aupiah and Baht
through Banks (PADG Amendment 1o
Rupiah-Baht Flateral Transactions),

+ Board of Governods Regulation
{PADRG) Number 17 of 2025
con@ming the Seitlemant of Bilateral
Transactions betweon Indonesia nd
China Using Rupiah and Ranminbi
through Banks (PADG Rupiah-
fenminti Bilataral Transactions),

Enhancing the Role of PLUVA Primarny
ealer as Liguidity Provider and Market
Maker

Enhancing Dealer Capacty through
Compatanoy Standardization and
Strengthening Codo of Ethics
Implemertation

Strangthening FUVA Primary Dealar
Capatifities through Adivation of DNDF
Facilities in Foreign Exchange Market
Dreopaning.

ECONOMIC REPORT ON
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Strengthening the role of PUVA Primary Dealer a5
liquidiiy provicder and market maker & direciad at
inFesing the depth and efficency of the monay
market and foreign axdhange market, while
reinforcing a credibie price discovery procecc

Policy implementation i carmied out through
oexpanding the obligations of PUVA Primary Dealer
toactively transact in the monay markst and Toreign
exchangs market in acordanca-with Bank Indonesia
reguiations, including the obligation to comtmususty
provdde two-way price quetations. This markat-
making mechanism emsures that prices formed are
gbjeciive, transparent, and refiective of actual market
conditions, while supporting the eifectivenew of
markei-hased monetary policy transmission (M
{Monatary CGperation) Pro-Market)

Competancy standardization and sirengthening the
imtagrity of market participanis are aimead 3t ersuring
that inoeased Tamaciion achvity & accompanied by
adeguate human resourcs quality and govermance.
Bank indonesia, togather with stakeholders, has
completed the formulation of the ndonesian Mational
Wark Compeatency Standards (SKKNI) in the Trazsury
Sactor, which serve 35 the main reference for training
and certification of PUVA partidpanis

Strarigthening the code of ethics is implamentad
through-more targeted-and periodic dissemination, as
wieli 35 updating the-subsiance of the code of ethice
im [ne with global best praciices; In order to mitigate
mistonduet risks and safeguarnd the oadibiiity of the
frmancial market

Activation of DNDF fadiities 5 directed 3t deepening
the domoestic foreign exchange markat.

Bank indonesia encourages PFUVA Primary Dealar 1o
be more 2ctive in conduciing DNDF trarsactions as
p=rt of thair role 25 market makess in the forelgn
exchange markel This increased activity s expected
to cupport the availabifity of liguidity in the foreion
axchanoe market, strengthen

g
b
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Rupizh stability, and enhance the effectiverass
of exthange rate stabilization poiides through
transparent and meanrsbie narket machansms

3 Expansion of Expansion of underlying repo in Bank «  PUVA development & crmied cut fhmough the
Undariying Rapo Indinedia moneiary oparations involves developmeant of monoy market products, one of
oM BI the indusion of othar high-guality which iz repo, integrated with the OM Pro-Market
spcurities (ssued by corporations in stratagy
tha form of public financlal service = Devolopment isimplemerted through the nitiatie to
irstitufions with specil asignmants. expand undarlying repo In Bank Indonesia monotary

operaticns with other high quality sascurities:in the
form of corpormte bonds and corporate sukok.

= This initiative is supported by the application of
haircuts that fadilitate the provision of reference
pricas.

«  Theinitiative is expacted 0 make corporate bonds
and corporate sukuk more liguid, theraby supporting
PLWVA despeoning and economic Tinancing

4 Issuancs of BIFRN bsuance of BI-FRN and f=diitation of = BI-FRN (Bank Indonesiz Floating Rata Note) s
and Development O maichmaking are aimad at forming a Rupiah-denominzied scurity =ued by Bank
af 05 an intorest rate siruciure basod on Indonesia 25 3 short-tzrm debt remgnition instrument
transactions in the monay markat with a fipating imterect rate that refors to the monay

markst intersst rate.

= The exisience of BI-FEN provides 3 flaating interast
rate instrumer based on INDONIA that «an be
utilized by markot participants in managing interest
rate sxposure 2nd supporting the development
of inferest rate derivative transacions, incuding
Owvernight Index Swap (OS],

= S transactions Tormad in the markat provide price
di.v:wur'f that refiects Torward-looking intarest rate
expocations, tharaby supporting the formation of a
money market interest rate struchure.

= Bank Indonesia fediitates 05 matchmaking, namely
the pro== of matching bid and < OIS subrmitied by
market particpars o 5 Matthmaking Operators
in accordance with the providions and methodology
established by Bank indonesia

= In itz implemeantation, the mole of broksrage firms as
transaction facilifies iv stropagthened to support the
smooth process of O matchmaking, enhande prica
transparency, and deepen money market |iguidity

5. Strenathaning Expansion of transaciion facifity The granting of an omational license o the Indonesia
Tramsaction prowvidars Siock Exchange (12X} 25 an inter-market ETP Providsr on
Facifity Providers 2Bth Novembaer 225, to faciitaiz repo transactions in

PUVA using tha Altarnative Market Organizing Systam
[SPPAY.

&, Strangthening Encompassad anhancaments in Strangthening PUVA Central Counterparty (CCF)

PUVA CTP operztions, risk management, and operations throughout 2025 was carried out through the
Dparations iretitudions) apadty. pnhanement of dearing Testures Sross Yarious Tenos,

rafinameant of the fule book, and EBuance of PUVA
atounting ouidelines by APLIVINDCL
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Development
of Data
fnfrastrocture

Development of
PUWVA Derivatives
Following tha
Transfar of
Authority Trom
BAPPEET] to Barnik
Indonesia

Policy Descripition

Addition of Tri-Party Agent Ropo
Saryicec

Bank Indonesia participated ag an
obzaryer in the Regulatory Oversight
Committaa {ROO), an international
Governance Body (MGB) established o
overses the Global Lega! Enfity Idemiifier

System (GIEIS),

Strengthening toopecation and
coordination in relation to finands! and
commaodity darivative.

Roadmap for PUVA Derfvatives
Drovelopment Aligned with BPREL 2030,

Strengthening PUVA Dervatives Data
and infonmmaticn
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ool and Badkground

The capability of PUVA COP was sttengthaned through
the addition of Tri-Party Agent Repo (TPA Repo) sarvices,
which commencad operations on 22 Septamber 2025

The expansion of CCP's role as the organizor of TRA

Repo enabiad the transfer of collaeml managemant,
adminiration, seitfement, and regoriing functions

of repo tfrEnscions (o TPA Repo, thoreby reduing
operational risk and promoting repo transacios that are
more efficient, ramsparent, and siandardized.

Parfitipation in ROC provides Bank Indoneasia with

access 1o giobal cooperation and best practices_ tharoby
strengthening imtarnal capadty and reguiatory alignmeant
m relation to the implemeantation of the Giobal Legal
Enfity Idamiifier

= The dratting of a3 Memarandum of Understanding
(Mo} and Cooperation Agresmant (CAY betwasn
Bank Indonesia and BAPPEETI was undertaken to
suppodt the transfer of PUVA denvatives reguistony
and supanvisory responsihiiities and ensurs the
cortinuity of 2divitias inthe PUVA denivatives
markal, white enhanring oos=—autharily symamy in
earrying out the transfer of responsibifities

=  The Mol and CA batween Bank Indonesia and
BAPPLETI conceming the ransfer of PUVA dorivatives
requilatory and suparvisory responsibilities from
BAPPERT] to Bank indonztia have beenaffzctive for
one year, sincz 10th January 2025,

* Strengihensd cooperation and coordination among
Bank indonetia, O, and BAPPEET| ware directad at
the implamentation of each authorty’s duties and
responsibilities in relation 1o fmancial and commodity
dertyatives

The PUVA derivatives development rosdmap corstitutes 3
strategic pian to bulld the PUVA decivatives market in line
with BPPL 2030, theroby supporting the implermantation
of Bank Indonesia’s mandate in PUVA

= [Dats collection of FUVA derivatives particpants
s required as a strategic step for updatmg and
verifying data o support evaluation, structural
and risk analyss, 24 wall a5 the formiulation and
implementstion of PUVA derivatives policss

*  Development of Bank Indonesia’s integrated ficensing
system was underiaken (o support licensing procooses
in accordance with the implementation of PADG on
PUVA derivatives

*  Policy development for PUVA derivatives reparting
Iysiams was carmed out to provide accurate,
compratwensive, and integrated data & the bass Tor
datz-gdriven supervision, 25 wall 2= fr the evaluation
and refinement of PLIVA derivatives polloes.

&
b
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g: Strangthening Strengthening the institutonal capacity

APUVINDO's and strategic role of APUVINDD s

Role 25 3 Seif- aimad 2t improving the guality of PLVA
Regulatory pariicipanit and enhancng indusiry
Organization reprecentation at both the domestic and

(SROY for PUVA global levals.

10,  Implemantation
of Crogs- Authority
Coordination
Actiities to
SUPROT ECnNoImic
Financing from
thie Financial
Markat

In 2025 cross-authority coordination to
cupport economic financing continues to
be implameniad.

#ank Indonesia, togethar with the
Ministry of Fnance, OJK, and LPS;

has carmied oul 2 series of Advanced
Indonesian Financial Literzcy (LIKE IT)
2CTvities in vanous diies o improve
financial fiteracy and expand the retail
invastor bass.

In =idition, oos-authority comrdination
hzs alzo been undarizken through
othar work programs, including joint
workEhops between Bank Indonesa and
K relatad 1o repo, as wall as various
coordination meetings discussing oS-
gutiing Esues in the finandal markst

V1. Sharia Economic and Financial Policies

No Policy Poiicy Dosaription

Strengthening the mle of APUVINDO as a PUVA

SRO s directed at bridoing Bank Indonesia’s

policy framework with mnsisiant and nsiainablas
implementation at the market partiapant level.
APUVINDO funciicng ac 2 forum for PUVA
participants’ aspirations a5 well 35 a srategic partnet
of Bank Indonesia in ensuring: that market deagening
proceeds craditily and in fine with the vision of BPPU
2030

Policy implemantation is carmed out thropgh
strangthening APUVINDO s givemance and
organizational structure, padually expanding
membarship, and reinfordng the asodations mle
in developing participamt competencies through
the formuiation of the Indonesian Natonal Wark
Competancy Standards SKKNI) and the Indonesian
National Qualifrecation Framework (KENI) in PUVA
Traawumy, a5 weall = the application and updating
of the Markst Code of Conduct in line with global
staridards

At the global level, APUVINDO sirengthens the
represoniation of industry partcipants (Local Forslgn
Exchange Markat Committec) in Indoresia through
active participation and mambearship in the Global
Foreign Exchange Committes (GFEC). APUVINGD has
2lso been listed in the Global Publlc Register forits
role in maintzining the Statement of Commitmeant o
the market code of conduct for PUVA participants

Pursuant o Articie 11 of the PI5K Law, in developing
the financial rector, Bank Indornesia, the Ministry of
Financa, the Ananaal Services Authority (O1K), and
the indoneasian Deposit Insurance Corporation (LFS)
coordinate and may involve other ministries sgencies.
Bank Indonesia continues o strengthen synergy with
the Mimistry of Finance, OJK, and LFS 10 encourage
economic Tmandng from the financal market

Bank Indonesia also confinues 1o enhance synergy

with other agthonbes, ministries, and mstriutions n
the development of the finandal market

ooalks and Background

1 Maoopradential  Policy strengthening was undertaken An accommodaine maooprudaential policy stance
Liguidity through the issuance of appllcabia KL continued tohe pursued (o encourage sharia banking
Inniive Policy repulaficns, induding for Shariz Commerdial  financing to pricrity sectys supporiing econdamic growth
(KLM) Banks (BUS} and Sharta Business Unijis (UUS), and job creation, induding MSMES and the aresn

in the form of a relaxation of Hguidity-based sconomy, while remaining consistent with the prudential
maooprudential poficy with 8 maxgmum principie.
mcantive of 4.0% of Thind-Party Funds {TPF)



ECONOMIC REPORT ON
INDONESIA 2025

Policy Dascription

3.  Board of Governors Regulation (PADG)
Mumber 4 of 2024 concerning the
Amendment to PADS Number 11 of
2023 effective from st lune 2024
which covered adjustments to the wwope
of specified sectors, afigiblity oiteriz;
thie magnitude of the KLM incentie,
and applicabie threshokds

0. Sacond Amendmaent tothe KL PADG,
efective from 15t lanuary Z025, which
owered adjustments o the sope
of specifiad secinrs, the coverage of
envirenmaentally sistainable cedit)
financing, a¢ weil a5 refinomants to KLM
critenia, thresholds, and tering.

Subsequently, Turther stremogthening

of the prevailing KLM framawori was

implementad, including for BLUS and

UUS, through an enhanced relaation of

Nguidity based maogoprudeniial policy

with a maximum incentive of 2.5% of

TPE consisting of 3 maximum of 5.0% for

incentives related to the disbursement of

finzEncing tospecfied sector groups, and

3 maximum of 0.5% linkad 1o movemants

in financing yiekds that are consistent with

Bank Indonesia’s policy direction

3. Bank Indonesia Regulation (PED Number
5 of 2025 on the Macroprudeniial
Ligpuidity Inreniive Policy, effective from
1st Dacember 2025, whith regulates
3 performance-based and forward-
looking maaoprudentizi louidity
incEntive schame

b. Board of Governors Regulation
(PADG) Number Z7 of 2025 on the
implememniing fagulation of the
Macroprudeniial Liquidity Incentive
Policy, effectve from 15t Decsmiber
2025, which sots out the implementing
provisions goveming operational
mechanisms and technical aspacs
of the provision of macropredential
liquidity incentives, including, details
om the sope of spediiod wedors, the
magnitude of LM indentives, and
the reporiing pariod for KLM to tha

banking industry

Fa Short-Term The regulstory framework for short-term Following the enacimant of the F25K Law, which
Ligtaidity Liguidity Assttance Based on Sharia Princples  amended severdd statutory provsions in the finandal
A=imEnce for Shariz Commerdial Banks {(PUPS w= saciny, inciuding thoss relaizd to srengthening the
Bazed on Sharia  enhanced through the isnanoe of Bank handling of bank liguidity problemd through PLIPS
Principlec Indoracia Reguiation (FBI} Number B of 2025 arrangemonts, Eank Indonetia Regulation Number 5
for Sharia concarning the Ameandmant to PEl Numbsar of 20623 on Shoct-Term Liquidity AssiEtanos Basod on
Commer<ial 5 of 2023 on Short-Term Liquidity Assistance Sharia Prindples for Sharia Commercial Banis (PLIPS)
Barik= Exsad on Shariz Principies for Sharia wes Bsued. This wes Tollowed by the mmnce of

Commercizl Banks impiemeanting regulations govarning operational

-
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The rafinement of FLIPS provisions mctuded,  mechanisms and technica aspects of PLIFS provision

the addition of other high-guality Shariz through Board of Governors Regulsiion {(PADG)

sanirities 25 efigible collatoral for PLIPS Musmiber 1 of 2024 on the Implementing Regulation
of Short-Term Liguidity Assistancs Batod on Sharia
Principles for Sharia Commarcial Banks (PLIPS).

tn line with the Pro Markst Monetary Gparations

{OM Pro-Market) policy direction, which expands the
range of high-guality Sharia securitios eligible for use
inmomatary cperations transactions, Bank- indonacia
amended the provisions governing PLIPS collateral

by adding high-guality Sharia ssouriiies as eligibls
milateral for PLIPS. This amendment was formalized
throuwgh the Euance of Bank Indonesiz Hegulation
Mumber B of 2025 concerning the Amendment to Bank
Indonesia Reguiation Numbar 5 of 2023 on Short-Tarm
Licpuidity Assistance Based on Shara frinciples for Sharia
Comimercigl Banks

3 Shariz Monay Support for deepaning the Sharia Monay I line with the snacment of the Fnandal Secorn
Markest and Markat and Forsign Exchange Market (PUVA) Developmant and Strengthening Law (P25K Law), which
Foraign wiat pursued through the developmont of affirm= Bank Indonesia’s authority in the reguiation,
Exchange supporting market professions, the expansion development. and supesvision of the money markat and

Market (FUVA)  of Rupiah Monetary Operations (OM Rupiah) forelgn exchange market, as subsequently ariculsted
mstruments, and the ssoance of reguistony in the 2030 Money Market apd Foreign Exchange
HovVEDNL Markat Deapening Blueprint (BPPU 2030), these policies
a.  Development of 2 new supporting rafiect Bank Indonasiz's efforts to reallze 2 moedern

profession in the Sharia money markat, and advanced PUVA Such developmant is expected to
namaly the Sharia Money Marka! Expert contribute 1o the despaning of firandal markais and,
{ASPU), which was Incorporated info the in turm, support monetary policy effactiveness, Tinancial
feviow of the Indonosian Notional Work  SYstem siabiiity, and synergy in nationzal economic
Competoncy Standards (SKKNT for the:  finanong.

PUVA Treasury Tield, The ASPY profession The strengihening of Bank indomesia’s authority in tha
s regulated under PADG Number 25 of reguiation, development, and supervision of the mongy
2025 on Sharia Money Marksl Experis, market and forsign exchange markst also enmmpas=os
which govemns dutics and obligations, activities conducted based on Sharia principles,
registration, provision of ASPU sarvices, T bwyild Sharia-compiiant money and foreign exchangs
peofibiitions, submission of data andiof  agats acfive, professional, and competent market
information, supervision, and procedures  oosicngnts are required This suppart includes the

for the impasition of sanctions. preconcs of supporting professions, one of which

b. Impiementation of the-axpansion of B tho ASPU, wiich plays 2 onitical rofeinmansurnng
SUKHI investors, in line with the OM Sharia compliance and supporting the development of
pro-markat policy direcion. Following imstrumments and activiiies in the Shariz Money Markst
2 sniss of assewments, deyalooment To fadiitaie ASPU dewlopmeant, regulatory provisions

initiatives. and regulatory refinements, govamming dufies, obiigations, registration, reporiing,
SUKEI has been tradable by non-bank supenvision, and sanctions for ASPU hawe baen

investors in the secondary market established through the ASPU PADG.

since 2th Dotobar 2025, a5 stipuiated In acidition, Bank indonssia hat daveloped Rupiah
under Board of Governors Member  panatary Operations instrumants through the
Ragulation ”'—“"h'_” 20 of 2025 on RUpiah  aypandnn of the types of securities afigibla for use
Monatary Operatians in Rupiah Mon=tary Operations fransactions. This

panansion has besn undariakan in ling with market
based (pro-markst) mechan=ms o suppot money
markel deepening.

Through the Bmane of PADG Number 20 of 2025
on Rupiah Momet=ry Operations, Bank Indonesia has
sapanded the aligibifity of SUKBI ownership to bank
and non-bank mvestors including non-residents,

in order to eniancs instrumant stractiveness and
encourage foreign capital milows
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Goals and Background

Policy
Coordintion

in the
Development
and
Strengthoning
af an Integrated
and Compatifive
Halzal Valuw

Chiain Emaysiom

Poiicy
Coordination

In the
Seveloprment
ard
Strengihening of
Cptimal Sharia
Financing

Folicy coordination in development and

strenathening was conducied through the

empowerment of Sharia-based businesses,

development of the hatal value dhain,

and enhancemernt of infrastructure and

digitafization, in colfaboration with refievant

ministriesimstitutions, a=ocdations, and other

sirategic partners, throwgin

2: Capacty building and businass mocal
developmeant for community-based
Sharia business aciors, inclutding MAMES
{incipding the [KRA platform), Blamic
boarding schools {pesaniren) (incuding
Hebitren), womean's communitics, and
rural commaritiss;

b. Strengthening of the Halsl Product
Assuranca (JPH) ecosystom through
Tacilitation of acoelerstad hatal
certification for MAME products and
slaughterhodses (HPH), devélogment of

halal ceniars and halal raw material shops

[tobaku halal), and halal cartification
training:

. Deiwlopment of the Halal Tracesbility
application, an mformation sysiem
designed to track product materizslc
and procasses Trom upsiream stages to
consumers {from farm to tabis);

d; Development of modest fashion
through strengthened synergy with
the Government and sssociations in
organizing the Indonesia Intemational
Muodes Fashion Festival, sncompassing
fachion shows, trade <hows, exhibitions,
and business matching, and devaiomEment
of 2 Susiznatie Mushim Friendly and
Attractive Tourism GMART MFT) Hub
ecoysiom modad and empowerment of
Musiim-Friendly Tourism [PRM} Tourism
Awaraness Groups Pokdarwis).

Support the development and strengthenirig
of the Sharia finapdng system in
collaboration with relevant ministries/
imstiiutions, induding throuoh:

2: Implementation of a piot phasa for the
Sharia Restricted Investment Account
GRIAY in allaboration with relavant
authorties and instiubion

bk Sirengthening of the Shana Fnandng
and Trade Access Fadiitation Program
Tor MSMEz and Sharia business
actors through the Sharia Finandng
Maonth (BPS).

. Stengihening of nstitutiona! capaoty
and cooper 3tion with ministries! agondas
and busines incubators

The strengihening of the halal product ecosystem s
Fimed at promoting tho development of an indusive
and green national Sharia econgmy. The policy &
directed toward inceazing the contribution of halal
products 1o the national economy, thereby supporiing
Bank Indanesia’s main policy objectives throogh
indonesia’s achievement as 2 global halal industry hub
The development of business modals in the agricultural
saciny, within a community-based spatial emsstom
frameowork that incdudes slamic boanding schools,

hac boen undertaken to ancourage ingeased food
producticn, thereby supporting inflation control sfforts.

The Amanclal Sector Developmant and Strengthening
Law (F25K Law) provides opportunitios for Shara
banking to highlight the uniguee risk-sharing
charactensiie of Sharia-compliant fimancal products
in ormder to anhandce the confribufion of the Sharia
financial sector 0 indusive, susiainable, and equitabile
aconomic growth. Ac 2 follow-up to the P2SK Law, SRIA
sarvet 25 an invectment oroduct theough which Sharia
banks mobllize funds from investment account holders
and channel them 1o finance spedfic projects under 3
profit-sharing schema

The Sharia Financirg Month serves as a codlaborative
platform among ministriesirainuiions and the Sharz
finanrial ssrvices indusiry e sirengthen Sharia finane
throuagh the organization of various sctivities unider
the Fectival Ekonomi Syariah (FESyar) and the indonesia
Sharia Eoonomic Festival (ISEF), whils also sumporting
the Nationa! Fnancial inchision Month

-
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Policy

Policy
Cordination in
Strengthening
Literacy,
Inclusion,

and the Hatal
Lifestyle

Palicy
Coordination
in the
Development
and

Strengihaming
of Sharia Social

Fimance

Policy Descripiion

Strengthening of Titeracy, induskon, and the
halal ifestyle was carrjed out in collaboration
with ministrisdinstitutions, assodativns, and
other sirateqic pariners throughs
2. l=undh of the national initiative
" Gerakan Liferasi dan Inklus Ekonomi
dan Keuangan Syarizh Menuwlu Indonesia
Ema< [LENTERA Emax)”, 3= a Tollow.up
to the impiamentation of the National
Strateqgy for Sharia Economic and
Financia! Litevacy and Inclusion (SNLIEKS]).

This mcvement tarmets three priority
segments namely yauth, bisines aoiors,
and womon, aiwd is anchored on three
maln stratogles:

{f} enhanong public lidracy and
preforences Tor Sharis economic and
financial prodiucts;

(i1} expanding public e o Shariz
financial products and sendlees and

{iil) srengihening naticnal pentahelix
syniergies o acmelaraie nodusive and
suistainable growth of the Sharla
ECONOTY

b Organization of aeries of Sharia
Economy Festival (FESyar) activities
aross three regions (Sumatra, Eastam
Indomnesia, and favz), with the indonesia
Shariz Economic Festival (I5EF) 2025 a5 tha
wilinination

Organization of the 2025 National 5hana
Economic Clympiad (OESN) for senior
high sthool students and equivalent
levek, aimed at enhancing Yharia
economic literacy among the younger
generation.

el

Implemeniation of capacity-building
initiatives for educator human resources,
through ten Training of Trainers {ToT)
programs targeting preachers (da'iida’yan),
student leaders, content aeatons, ieachers,
and journallsis aooss various reglons in
Indonesia

Support the development and strengthening
of Sharia cocdal finance through the
dewslopment of producties wagf asses

and the digitallzation of the wagf sactor,

in collaborstion with relevant ministries!

Imstituiions, mcluding through the following

programs:

a. Strengthening human resourts capasity
through certification programs for nazhi!
amil a5 managess of ZISWAE

b Filot impleamaniztion of the Technicz!
Notes on Wagf Core Principles [TN WCP
and the Tachnical Notes on Zakat Core
Principles (TN ZCP);

Indonesia possasses significant potantial to becomea

2 global conter for tha Sharia ecomamy and financs
{EXSyar), supporizd by the world's largest Musiim
populistion and rational policy directions arficulated
in the 20252045 National Long-Term Dovelopment
Plan {RPIPN) and the 20252029 National Medium-Term
Developmant Plan (RPIMN), However, Sharia economic
and financial [Meragy remains at 42.84% and indusion
at 11_26% indicating a qap betwean knowladge and
the utilization of halal products and Sharia Tinancial
SErvicas.

Accordingly, strenathening ey, ir-_ch-.m'un, and tha
haial ifestyle k= esontial te wipport the development of
an inclusive and sistainable natfional Sharia sconomy.

Policias have therefore been directad toward:

1. Enhancing public literacy, praferances, and
awananess of tha Sharia economy and halal [Testyle
through structured sducation, competitions,
Testivals, 2nd national campaigns targsiing priocity
Loqmaris

2. Expanding inclusion and utiiization of Sharia
economic products and sorvices fhrough syresgies
amang Rteraoy programs, capacity bullding, and
aoosystem strengthaning:

2 Realizing a colizborative and susiamable national
Sharia economy movement a< an indramant to
Bocsiar@te-indusive Sharia economic growthin
support of the Goldan Indonesia 2045 Vision

The integration of Sharia commercial and sodal

seciors fas been pursued to anhance Sharia financng,
fimancial inclusion, and socc-economic walfara through
the development of productive wagf assets under g
bendad finznce frameawark in Indonesia, induding
digitalization io accelarate the achisvement of these
objectives. In addition, the F2SK Law mandates the
goeisraiod implementation of Sharla banks as nazhir.:
The revision of the Wagf Law s intended to strengthen
the role of ithe Indonesian Wagf Board (BEWI) m
advancing and developing mational wagf, with 2 foas
o oparational sffectivenes. empowenment, and
siratoegic advocacy.
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. Dewelopment of business models to
enhance financa! ates for ubsstence
groups 3d micro-enitrepreneurs based
on Sharia social funds (Mustahil Naik
KelagMUKLAS),

d. Wagi suction imitiatives:

2, Strengthening of ZEVWAF data
infrastruciure through support for tha
estabishment of tha Integrated ZISWAF
Information Canter (MNTER ZAWAIS) and
optimization of the Satu Wakaf indoneia
application; and

t.  Faodilitstion of the revision of Law Number
41 of 2004 on Wagf,

VII. International Policies

Ho Policy Policy Destripiion Goals and Barkproomnd
1 Intermational  Renewsal of the 8l and PAOC agreed to renaw the Hilateral Currency Swap Arrangament
Fimancial BHateral Currency {BCSA) for a five-year term. The agreesmant wa sioned by both Govarnors
Safety Swap Arrangement and became effective on 317 January 2025
Net GPET) (BCSA) between Bank The BOSA cmoperation fadiiitates the axchange of fol airrendiss of Lp to
Cooperation  Indonesia and the CNY 400 bilfion {equivalent to USD 55 billion) 2gainst the comesponding
Peaple’s BEank of Chinz value in Ruplat
(FROQ). Bath mairal banks are commitied to further promoting WHlateral frade
and direct investmant in local cumancies, as wall a8 working in syneray to
maintain financiz! markat stabality
Renewal of the Bl and RBA agrecd o resow the Bifateral Currancy Swap Arrangament
Bilateral Curmancy (BCSA). The agreement was signed on-4th March 2025 for 2 five-year period.
Swap Arrangemant The BCSA cooparation facilitatos the exchange of local currencios of up to
{BCSA} between AUD 10 billion (equivalant to USD 6.2 billion) against the corresponding
Bank Indonesia and valuo in Bupiah
thi Reserve Bank of )
Austrafia (REA) The renewal of the agreament reaffirms the commitment of Bank Indonesia
= d and the RBEA to further promola Dilateral trade and mvestment in support of
acgnomic development in indonasia and Australia, while contribuling 1o the
finandal stabifity of both csuntries
2 Inftaation of Strengthening LCT Hank Indonesia, Bank Negara Malaysiz (BNM), and the BEank of Thalland
Local Curmency  Cooparation with BNM (BOT) strengthened the implemeniation of ol carendy usage In bilatedl
Transacton and BOT. transactions batween Indonesia-Malayda and Indonesiz-Thalland, affeciive
(LET) fromm 27 March 2025
Cooperation

Strengthening LCT
Cooparation with
China.

This implemenitation represonis an Intemsification of Lol Curency
Transaction [LCT) cooperation through the axpansion of transaction
CoMerage inlocal aurrences: o pncompass alf types of transactions, nameadly
current scoount transactions, capital ransactions, and financial iransactions,
and s camied out ingmergy with aos-barder payment system inftiaiives.

O 25 May 2025, Hank Indonesiz strengthened LOT cocoparation with China
through the signing of an enhanced Memarandum of Underdanding (Moll).
The agreemarnt expanded the scope of LOT cooparation to malude current
account transaciions, capital trancadtions, and financiad transactions. LCT
batwoen ndonesia and Chira was offically implemented on B Septembar
2075,

Bank Indoneia and the People’s Bank of China [(FEOC) conducted 3 joint
high-tewed LCT and cross=border QRIS campaign between indonesizand
(hina in Beijing on 11Y September 2025,

z27)
b
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3 Inriation
of Payment
Sy=tom
Cooperation

4 Expansion and
Strengihaming
af
Conparation
to Enhance
Imstiiutional
and Comiral
Banking
Capacity

Strengthening LT
Cooparation with
lapan.

Expansion of Regional
Payment Connaciivity
{RPC) Coaperation In
the ASEAN Region

Signing of Structured
Hilateral Cooperation
{SBC) with the State
Bank of Vistnam (58V).

Signing of Structured
Bilatesal Cooperation
(580} with Bangue de
France (BdF)

STengthenima Bilataral
Cooparation with tha
Bank of England [BoE).

Thiese activities refiect the-sirategic coflaboration batween BL-PBOC In
promoting wider use of local camencies, acceleratimg cross-border GR
implementation, and sirengithening bilateral relations

On 15* December 2025, Bank Indonesiz renewsd amnd strengithened LCT
coaparation with lapan through the signing of an enhancad Memorandum
of Commitment (MoO. The agresment expanded the scope of LCE
cooporation from previously covering current aoccount transactions and
direct investmant To indude 31l typet of hilateral ansacdions.

Bank Indonesia and lapanese authonities, the Minisiry of Economy, Trade
and ndustry (METI), the Faymants flapan Ascodation [PIA), and japan Quick
Response (JPOR), conducted a joint high-fevel LCT and cross-border QR
campaign on J5% August 2045, held concurrently in Jakarta and Osaka

The Regional Payment Connectivity (RPO) initiative is aimad at strengthening
Tinarcial integration in the Southeast Asian region. Continuing growth in
participation refiecs the dgnificant potential of APC to expand payment
connactivity cooperation aooss ASEAN and bayond.

The National Bank of Gmbodia oifidally became an RPC mamber, =
marked by the signing of tho 4th Supplemental Mol an RPC on 1" Apri
2025 RPC membsarship bt now expanded to nins ASEAN cantral barnks,
namaiy Bank Indonesia; Bangko Sentral ng Pifipinas, Bank Megara Malaysia,
the Monetary Authority of Singapore, the Bank of Thailand, the Siate

Bank of Vietnam, the Brunel Darnussalam Central Bank, the Bank of the Lao
Peaple’s Democratic Republic (Bol), and the National Bank of Combodia

Bank Indonesia amd the 5BV agreed to enhance bilateral cooperation in

the aras of central banking. The Mol was signed by tha Govemnor of Bank
indoinetia and the Governor of 38V and became effective on 7™ March 2025
fora fiva-year term

The Moll strengthens sirategic collaboration botwean the two central banks
in the araac of monetary policy, macroprodential policy and financial syztom
stabifity, paymant and settiemeant systoms, and digital innovation.

Bank Indonosiz and BdF agresd to strengthen bilateral cooperation inthe
area of caniral banking: The Mol was signed by the Governior of Bank
Indonesia and the Governor of BdF and became effective on 15 May 2025
for 3 five-year period

The agreament reflects the shared commitment 1o strengthen mora
siructured and strategic collabomation between the two central banks across
key aress of central Eanking, inchuding monetary policy, maaopradantal
policy and financal sability, as well == payment and wiilement sysiems.

Bl and Bd¥ sBo committad o promoiing firancal stability, economic
strength, 2nd sriainable growth at both the nafional and clobal levels

Bl and BoE extended their bilatoral cocporation under the Terme of
Engagement on B8 luly 2025 for a three-year period.

The sirateqgic Bl-Bok relationship provides bensfits for both caniral baniz,
particulartly in the doliesy of tralning and technical assstance in the fiald of
coentral Eanking.
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Goodc andd Background

Policy 1o
Maintain
Positive
Permepiions
of Indonesia’s
Economy

Intamational
Policy
Coordination
with Strategic
Domestic and
fnternational
Parinars

Policies weare

pursged 1o malntan
intemational
siakeholder confidends
in the resilisnca

of Indonesia
econiomy amid glotal
un<artaimty, supporied
by poiicy credibility and
a sitong arvd synafgired
policy mix betwest
Bank indonesia and the
Govermment

Stremgthening IRLU-
RIRU—GIRL Linkagos
(Invesioe Relation Unit
— Ragional Investor
Retation Unit - Global
Imvestor Refation Lin),

Implementation of
Hilzzral Cooparation
Programs with the
Bank of Enaland (BoE).

Implementstion of
Struciured Bilaisnml
Cooparation (SBCY
Programs with the
Bank of lapan (Bod),

Tosupport-eHorts to attract gh-gquality foreign portiolio capital infiows, Bl
conductad twelve post-Monthiy Board of Governors’ Meeting (RDG) Investor
Conferenge Calls (IC0) in 2h intersive and proacive mannar, in cordination
with the Ministry of Bnanc.

Indonesiz sucressiully maimtained s soversion oedit ratings at one notch
aboie the |pwest imastment-grade level from Fitch (BEE, siable autlook],
Meody's (Baa?, stable outlook), and SEP Glabal Ratings (EEB, stable
outiook), 3s wall 2= two notchos above the lowest invesiment-grada lavel
from fapan Credit Rating Agency (FCR) (BEB+ stabia outlook) and Rating
and Invesiment intormation, Inc, (R&f) (B8, stable outfook),

Enhanced orchestration of invesimant and trade promation activities
wis undertaken through 3 more selective apd re-strategized approach,
alongside sirengthened monitoning of follow-up actions for invesimeant
projecs and trade promotions

Through the uliiization of RU-FIRU-GIRU link=ges, Bank Indongsia
facilitated 29 investmaent promotion artivitiss showeasing 28 Invesiment
projects fram 14 Regional iwestor Relation Units (RIRLY) Domestic
Reprosentative Gificos (KPw DNJ, 2= well 2 33 trade promotion activitles
imvolving aporoXimataly 150 MSMEs under the guidance or partnarship of
35 Domestic Representative OiTices.

§1-BoE Hegional Workshop on Payment Systems for ASEAN Cantral Banks,
held on Z7-Z8 Februarty 2025, deonsed topic including: Central Bank
Digital Currencied (CRDCSY; Digital Sscuntie: and Operational Resifience; (50
20022 Risk Mansgemaent in Finandal Market Infrastructure (EME); Future
Paymaents: and ATGS Intraday Liquidity. The workshop featured coliaboration
aiming cantral bank speakers from Bank Indonesia (81), the Bank of England
(BoE), the Hong Kong Maonetary Authority (HKMAL and the Bank of
Thaitand (BOT) (for the ooss-border payment sessan].

RTGE related discussions betwean Bl and Bot wera conduct=d in saveral
sessions throughout May and june 2025, Tfocusing on intermnnecion
mcdals batwesan BTGES systems and blodkchain-basd finandal market
Imfrastructures. These disaursions were underiaken 22 part of the follow-up
to the implemmantation of the Indonesia Paymerd Sysiomn Blueprint 2030
(BESP 2030)

Ai-BoE Workshop for ASEAN Camiral Banks on Conjunciural Fnancial
Stahility Risks, held on 23 July 2035 discussed: the Countarcycical Capital
Buffar {CCyEY; supennsion of Non-Bank Finandal nstitutions (NBHs) dimata
risk; big data and Artificial Intelligence (Al); and crypio assats within the P8¢
20 agenda

Techniczl Level Mesting (TLM) between B1-Bo) on 24™ March 2025 deorsed
the way forward for B-Bol SRE and policy dialogue, in preparation for fhe
Bi-Bo) High-Level Meating (HLM), including the exchange of information on
sconomic and monetary policy devolopments and responices to global lesies.
OQuartarly polity dislogues were hold on 240 March, 2 July, 8 Novembar,
and 23" December 20025, Tacilitating the axchange of information on
sconomic conditions and central bank policies.

A-Ea) High-Level Moating (HLM) oo 6 November 2025 was condurted

to strangthon synargy and evaluats the progress of #l-Ba) bilateral
cooperETon, a5 well as cooparation beyond with stakeholdars in fapan.
Disoussion on Operational Risk Managemant and Oversight of Financial
Markat Infraciructure Payment Sysioms, held on 17 Novembar 2025, was
conducied toaxplore and strengthan oversight practices:

5
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Podicy Doscription
Implementation of «  Dhscussion on Harmessing Artificial Intelligence-Machine Learming (A-ML)
Structured Hilateral for Enhanced Dedsion-Making, Ethical Practices, and Systemic Stability, held
Cooparaiion (BD o 2831 lanuary 2025, eaplored best practices in the practical application
Programs with the of AVML
Fadaral Heserve Bank of . oisnmsion on Parformance-Based Budgeting and Central Bank Efficiency,
Naw York (FRENY). held on 200 March 2075, aimed {o obtain best practices in financial

management, with 3 foous on effidency and budget optimization.

»  Disamssion on the Natural Rate of Intwrestand the Non-Cedica! Rats of
Unemployment, hald on 23" September 2025, was condudsd to sirangthen
analytical methodologies

Implemantation of « Discuission on Green Contral Banking and Green Human Resounces Praciices,
Structured Bitatoral hield on B™ October 2075, aimed to enhance Bank Indoneda’s expertics in
Cooparation (38C) human resourca management.

Progamswith Banque .  pisnicsion on Irnovating Cybar Defersa and Safaquardling the Financial

de France (BdF) Sector from Emerging Digital Risks through Collaborative Stratagies, held

on 16-17 Deamber Z025, axplored and strengthensd Bank Indonesia’s
capabifites in cyber risk mitgation

Implementation of Biszussion on the Impact of Energy and Food Prices on Household and Retailer
Stuctured Bilateral Infiation Expeciations, hald on 27 Soptembar 2025, The dissusion aimed to
Cooparation (580) airtain 3 comprehensive undarstanding of tha role of inflation aspaciations
Programs with in post-pandemic infiztion dynamice, the influence of Tood inflation on

Doutsche Bundosbank.  expectation formation, and Deutscha Bundesbank’s stratagies inmaintaining
well-apchored inflation expeciations amid energy and food price shodks and
hemghtenad giobal unoeriainty.

Implementation of »  HLM BI-CBRT focusing on sconpomic developments and central bank polices
SBL wath the Central wore held on 24% April 2025 and 78-29 Septomipar 20125

EE""*: of the Republic of ,  pisaksion on fssues of Guarantees. held on 24* lune 2025, discussed bank
Tarkiye (CBRT). quarantoss 35 3 means to promote indonesia—Torkiye rade

« Discussign an the New Reserve Managemant Framework, hald on 26"
fune 2025, addressed foreign exchange reserve management and risk
management frameworks for investiment instnements

«  Discussign on the Hybrid Currengy Circufation Model, held on 14™ NMovember
2025, discussed aunmency circulation managemant.

Implementation of »  Uisassion of Took Tor Central Banking Implementation: Liguidity and

SBC Programs with the Intervantion Monitoring, Forecsting, ardd Poterdial Enhancement, held on
Reserve Bank of India 28-20 ODctober 2075, distusted the developmernt of integrated analytical
(REN took linked to market data, fiscal flows, and global dynamic to support

precse guidity and foreign exchanas resane managemant.

« Discussion on The Challanges of External Dubt Reporiing and Effactveness
of implemantation of Prudantisl Principles on External Debt Management,
held on 57 November 2025, The activity discussed reguistory framesworks
and external debt reporting management through the alignment of best
praciies in Indonasiz and Indiz, resulting in practical recnrmendations
to erhance predential effectivenss, dala quality, and extemal defst risk
rmatigation.
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Implemeniation = [Discussion on Foraign Exchange Exposures and Housshold Debt with the
of 2B¢ Frograms Eank of Karez {HEok) on 20™ June 2055, foousing on the implemantation
with Other Partne: of macroprudsntial policy, particularty in sddrasing risks arising from
Caniral Banks: 8ank axchange rate exposre and household dabi
of Korea (BoK), Bank . Tachnical Leve! Meeting (TLM) BI-Bol on 14% November 2025, discussing the
of The LE”:‘ Paopla’s way Torward for Bl-8ol SEC cooperation and a sharing ssssion an hosting
Bemodratic Republic the SEALTN Board of Governors Mesting,

{Bol), National Bank aof
Cambodiz (NBC), State
Bank of Vistnam {5BY),
Muonetary Authority of
Singapore (MAS]).

Discussion on Government Bonds and SVEI (Custodian Services, Regulatory
Framework) and FX Resorve Managamant bebwosn BLMEC on 234

June 2025 foosing on forelgn exthange reserve managemant and the
promotion of investment instruments amonyg central banks

+«  [Disousion on Organizationsl Design, Managemant, and Human Resourm
Development BI-5BV on 11-12 November 2025, sxploring human resture
management and development praciices.

+«  [Disoussion on The iImplementation of the Green Finance Adion Plan by 'the
Maonatary Authority of Singapore in Supporting the Sustainzble hald on 27
March 2025, covering green institutional frameworks Tor managing cimate-
raiatod risks and supporting the transition toward 3 green-aconomy. This
discussion formed part of Bank Indonesia’s efforts o despen 15 engagemaent
ol gresn financs

Facilitation of The fadiitation of epacity-building activities in the form of study visics

Stundy Visits and constituted one of tha efforts to sirengthen Bank Indonesia’s Institutional

Benchmarking Reguests leadership in the region. In 2025, a number of activities wera conducted with

from Non SEC Partmers. non-5BC partner central banks, induding discussions on financial markets (B59),
macro siress testing dan digital innovation ([Brune Darussatam Central Bank/
BOCA), cumrency circeiation management (Bank of Lganda/Boll), and financal
ritks managemant {National Bank of Kamkhsian/MEK)

VL. Inclusive and Green Economic and Financial Policies

Mo Policy Policy Destription Goak and Background
1 Intagrated and  Empowerment of ncluse *  Inclusive entarprise empowsimant was implemented through
Competitive enterprises, encompassing the corporatization to strengthen business instimutions; alongsida
Frclusive empowsTmant of micro, small and capecity bullding Tor M3MEs aoross produciion, human
Economic mediim amerprizes (MSMEs) and resources, amd marketing aspects, supported by Intensive
Ecosystam shibsisience groups, was pursied to training snd mentoring
enhance competilivenas:. » |ndusive anterprise empovwerment incuded:

1. Food dusters empowerment was carmjed out in an
intzgrated manner from upsiream to downstraam,
mmvenng: mltvation adivities posi-harvest procesing
and the developmant of parinerships with offakers and
imdusiry. Upstream food duster development fooisad
onimproving prodoctivity through the application and
repiication of best practices across all stages of culthivation,
including: fertilization; seeding: copping patiarm
management. imigation wEtems; and plant pest oo
{HET). Thote besl practices were derivad from studiz: and
tiha implementation of pilot projecs.

2 Export poizntial MSMES empowerment was underiaken
fhrough both pull sirategy amd push sirategy.
Optimization of pull sirategy wat pursued through
axation and trade promotion: busines matdiing; and he
expansion of tading houses Push strategy was

)
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implemented through refinement of ecatalogus;
capacity bullding, implementation of export modules and
oNOoiNGg Martoring.

3 Green MSMEs: M5SMEs were encouraged 1o adopt
aisizinable busines practics throdagh the Green MSMEs
Program. Under this program, MYMEs are expecied to
elaborate grecn business concepts by developing green
procasses and green outputs, with a commitment to
sustainabiiity prindples and a droular economy valus
chain to achieve economic, social, and environmental
objeciives. Grean MSME are dasifiod into three siages,
namealy Eco Adopter, Eoo Enfrepreneur, and Fco Innoiaior

4 MSMEs Go Digital: this program aims to enhance MSRME
capacity in onfing marketing and business digitalization
through educaton, faclfitation of optimal enboarding o
various digital marksting channels tailored to busines
needs. and encouragermant for MSME to level up throudh
sustained sirengthening of digiial marketing capabilities.

L. Subsistence groups: programs waee implemented to
advance subsisienca groups through the replication
of subsistence group business models, in synargy with
relevant minkstries and agencies

Expansion of MAMEs Market Access.  Expansion of markel sooess was pursusd through supply
chain Integration, both at the national and global levelx
including through business matching batween MSMEs and
large antarprisor, ofi-takers, and Intemnmational buyers. In
addition, MSMEs were sncouraged to onboard Do various digital
platforms and e-commerce channels 1o breadaen market madh
Trade promotion efforts were albo adtively undertaken both
domrrstically and intemationally

Infrastruciure Devalopment and Infrastructurs support and digitalizzhon wers sirengthenad to
Digitalization. help reaize an integrated and competitive incusive Sconomic
ecosystem through:

1. Proviion of intzgrated MSME iook and dalabases
2 BPevelopment of adajrive and asizinable business modeis

3. Implementation of piot projects as demonstration
modals and

4. Preparation of replicable MSME devalopmont guidelines

Z Optirnal nclusive  Intreasing acced to financing are +* End-toc-snd Taclitation of access 1o financing, encompassing

Firancing and foousad on faclitating finandng digital business finagndal record-kesning through the

Sustainable support in fine with the needs and Financial information Recordimg Application System

Finange apacity of MSME. insynergy with (SIAPIK), implemeniation of financing business matching,
ralevant policymakors. amel the provision of 2 datab=e of MSME with finanang

potentizl (BISAID.

+ Tosupport sisiginable finandng, faciiiation was provided
o expand the utifization of the Green Caloulator. The Grean
Calculater is 3 mobile-baced tool decigned to fadiitate carbon
ampsions cafcuiations and is aocesibio free of charge ta
various stakehioiders.
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Goak and Badkground
3 Expanded Strengthening Inclusive Economic- =  Expansion of financizi access and finanaal TMeracy throwgh
Literacy and Fimancial Litsracy and Sustainabile financiai literacy programs ks pursued 1o achisve quality
Synergy Tor Finance Litaraoy, finandal inclusion and 1o support the implementation of the
Ineiusive and National Strategy for Financial Incdusion (SNEKD.
Sustainable « Bank indonesia implemented finends! educstion and fiteraoy
Economy and pragrams, thiough the praparation of 3 financial fiteraey
Financa core tompetencies framework and leson plan guidelines,
complemenied by educationzl materiale on Digital Financial
Sarvices (DF5)

=  Fapansion of fimancial sccets and Htecacy continuss to be
pursued through the development of modules, guidelines,
and competences in 3 targetsd, massive and strocturad
rRanner

= From the parspeciive of sustainable Tinance, Iitaracy
enhancement was undertakan with referenca 1o the
Green Economy and Fimance Education {(EKH) book
gmithad "indonesiz’s Green Economy; Pathway Toward 2
Susizinable Futura®. The publication wa= prepared to despen
understanding among the financial mdustty, business soiors,
and the genaral public.

Strengthening Synargy for Indusive Al indusive and sustainable sconomic and finandal programs: are
anid Sustainatde Economy and implameniad through strong collaboration and synengy with 3
Fnance wide rase of goss-sscior stakeholders

Thesa stakaholders incdude ministrisfinstitutions, jocs
govermments, the financal services industry, business actors,
s=ademia, and communiily organizztions
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Glossary of Terms

3

Administered Prices
Addvisomy
Aggregate Demand

Aggregate Demand-Aggregats
Supply (AD-AS)

Aggragate Supply
Al 3= 3 Sarvite (Alaas)

Appointed Cross Currency
Dealer (ACCD)

Appraciation

ASEAN-S
Azzet Tokonization

Balinusra Region

Bank Indonesia Foroion
Exchange Sacurities (SVEBI)

Bank Indonesis Forsign
Exchange Sukuk [SUVEL

Bank Indonexia Policy Mix (BKED)

Bank Indonesia Rupiah Securities
(SRED

Bankabiiity

Bassiine Scenarnio

Bi-Electronic Trading Platform
(BLETF

BI-FAST

BI-FAN (Foating Rate Notag)

Bilateral Currancy Swap
Arrangement [BLSA)

2
o

Integration, interopeeability, and interconnedion, desaibing the intzrconnacisdnes of
finzncial mariet infrastructure.

The infiation component consisting of goods and services whose prices are regulatad by the
Govermmeni

A service or rofe that provides professional advice, guidance, or recommandations To others

Thetotal demand for final goods: and services producad in&n eoonomy at 3 given price
lewel

Arneconomic model anatyzing the reiationship betwesn aggregate demand, =ggregats
wipply, price levels: and output o an economy

The total supply of final goods and sarvices offerod In an economy. 3t 3 given price lavel.

A service madel providing access o Artificial Infelllgendce {A)) seovitss via doud platfornms
without requiring large infrastruciurs investmenit

Hanks appolnted by authoritios of two countries to faciliizte Lecal Currency Settlemant (LCS)
by opening partner cumency accounts ineach jurisdiction,

An increase in the dormestic currency's value against foreign currancias,

The Tive founding members of ASEAN [Association of Southeast Asian Nationz): Singaporo,
talaysiz, Thatland, Indonesia, and the Philippines

The grocess of aeating digial representaiions of physicalfinandal asssts in the form of
tradable tokans.

Tha 8af and Nusa Tenggara region, covesing Bali, West Nusa Tenggara, and East Nusa
Tenggara

Forzign cumany-denominatesd short-term debt Esued by Bank Indonesiz, backed by foreign
currency securitios owned by Eank Indonesia.

Forsign cumency-denominated sukuk issued by Bank Indonesta, backed by shana-compliant
foreign arTancy soouritize ownad by Bank Indonosia,

Dymamic imtagration of complementary and mutually reinforcdng polices, namaly monsLary,
madopiudential, and payment sysiom policie=, supporied by auxifiary palicies D asure
consiztendy in fulfiling Bank Indonesta’s mandate and objeciives

Hupiah-denominated shori-term debt =suned by Bank Indonesia, backed by Bank Indonesiz-
owned sequrities: as underlying assols

Tha ability of 3 project or commercial transschon requiring financing 1o ke on risk
azopiable to lepdars

A scanano based on assumptions of ongong or initiated projects (greundbrezking}
Infrastruecture used a5 an eledronic transaction faclity.

A real-time, 2477 payrmnent system service that accelerates {ransaction settiameant 1o replace
tha Sank Indonesia National Cleanng Systom (SKNEBI).

Rupiah-denominated short-tern debt seoariiies with variable inferest ratos.

Bilatoral finandal cooperation commaonly underiaken by ceniral banks, enabling ona central
bank to obiain Torelgn currency from its pariner by exchanging oozl currencies, with re-
oxrhiange at agreed maturity
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Bl-Paymant Claar

Bi-Payment Info

BLReal Time Gross Sattlement
(BI-HTGS)

Bl-Soripless Securiifos Sattlemeant
Sysiem [BI-5555)

Bipckoham
Blusprint
Book-Smart
BoomiCverheating
Bulk TransTar

Biminess Matdhing

Business Process Re-engineenng

Capital Adeguacy Ratio (CAR)
mpital Infloves

Capiial Intsrsive

Capiial Share of Income{ }
Cashios

Cerviral Bank Digital Currency
(CEDCY

Comtral Countarparty (CCF)

Cantral Securitias Depositorias
(C50)

Camiralized

Circular Econommy

Closa-Out Metting

Cloud Computing

Cobb-Dougias Production
Fundction

Collateral

Competivensss

Comprounded

Bank Indoneda infracdructure sarving ac a central risk observabifity layer to ancure il
trHsactions, whether via BLEAST or industry payment system infrastructure, are proEssed
under higher socurity standards.

Bank indonesa infrasirudure providing interface services for granular data procesing.

Infratruciure for eledronic fund transars wsitled immediately by ndividual transsction

Infrastruciure Tor elacironic administration and settiemeant of securities iransactions:

An immristable record of Token ownership and transfers mairtainad ina disiributed ledger.

As o in this report, a detailed plan stating objectives and the means o achisve them
Frofessicnal leadership characterized by high competence.

A period when the economic cyda rises above potential capacity

Large-scale, transior services

service that Tadiiates nsines meetings betwaan e@nomic actors

A mamagemeant appreach @ radiczlly redesion usines processss uiifizing available
organizational [esouUTes.

A maasure of whethar 3 bank has sufficient paid-up cpital measured as the ratio of capital
to risk-weighted aset= (WA}

Foreign capiial intlows (portifolio o direct invesiment) into a cuniny.
Eronomic sectors reguinng large capital mvestmant and relatively loss labor

The proportion of total income in the economy received by capital owners, often contrasted
with the share of {abaor,

Payment methods other than cz=h, such as electronic money, mobile banking, o infernet
banking.

Electronic central bank money, represarting 3 cerral bank liability, denominated in the
offical oomency; 2nd usable a5 a3 medium of exchange, unit of account, and store of value

A systemic financial market infrastructure that performs cearing and novation of members”
transactions

Entities tadiiisting =itlement and safekeaping of wouriiies, providing &561 svices
including corporate actions and redempiions.

Concentration of authority and decicion-malting power.

An pconoamic system simed st minimizing wasie and maximizing recsurnce re-use.

Termination of financial transactions through sarly termination, valuation, and offcetting of
ebligztions urder 2 masier agregment (o produce 2 single net payable amount

Prowision of computing seryices such a5 dala storage, servars, and software via the internet

An algebraic relationship betwesn output produced using inputs of capital and labor, with
parametars for productivity 2nd the respadive shares of @piial and labor,

Aszats pledged by bormoweds o lenders 28 cecurity for loans or othor financial obligations

The 2hifity of a country, company, or product to compete in damestic #nd intarnationz!
markeiz. spompasing efficency, productivity, and prire competitivenes

Average interest calculated over longer periods (30360 days), with interest being paid on
eamed imierest, possibly on 2 daily basic

23]
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Compraheansive Econdmi

Parinarship Agreemant [CERA)

Consumar Protection

Contingent Resorye
Arrzngement (CRA)

Corz infiation

Counteroydiical Capital Berifer

(CLyB)
Counterparty
Countorpariy Line

Counterparty Risk
COVID-19

Crass-Border Payments

Croveding-Chut
Crypto Assels

Curation

Currency Pair

Current Account Deficit

Cybar Threatz
Data Capturing

Data Depandent
Detit Instrumentis
Deti Swatchimg

Deceniratized
Demographic Dividand
Deposit

Deposit Faciiiy

Depreciation

238
o

A wideranging economic agresment betwesn Two or more uninas covering trade in
goodsiarvices investrmant, and other forms of economic transacions and cooparation.

Sateguards for consumers covering the conduct of Tinancal service providers.

A joint recorve agrearment among membar countries {(e.g., BRICS) to provide emergency
liguidity suppart for financial stability.

The infiation component that fonds to ba table or pesictont, imflueaced by fundamental
Taciovs such & demand-supply intsrachon, extemal condifions (exchanges rate, intermaticnal
commaodity prices), and future infiation oxpectations.

Additional capital required of banks, to antidpate loses from shocks that could disupt
finantial system stabifity

The other party invelved in a trancaction or agreamant.
Credit or risk limits ot against a cowrrierparty.

The rizk that one or more parties t© 2 financial transaction f3i] to meet their ohligations

A strain (19) of Coronavirus (CoV), which =3 large family of vinuses caosing nessoes ranging
from the common cold 1o more severe disoases such as Middie East Hespiratory Syndrome
{MERS-CoV) and Sevaers Acute Respiratory Syndrome (SARS-CoV).

Payments conduciad 2005 national bordars.

A condition when govemmaent spending reduces private investment

Intangible commodities in the Torm of digital assets utilizing oyptography, pear-fo-pees
networks, and distribiuted ledgers to requisie unit aceation, werify transactions, and secure
trarsactions without third-party involvement

The procass of selecting and assessing product guakity,

A guotation of two currendes showing the exchange rata inthe forsign exchange market

& deficit (that 15, imports excesd exporis) in the Balance of Payments component that covers
merchariize trade, enices, primary inooame, and sooondary inEme

Crimimal attempts t© gain unauthornzed access 10 CompUters, computing systems, of
natworks wath intert to caiese harm

Methods of mllecting information and converting it into 3 format readable and wusabia by
COmpItees.

As usad inthis report, the process of using current dats and evolving ondiiions to
datermine palicy changes.

Sacurities evidencing debt relafionships, such 22 bonds, sukuk, or @mmescal paper.

A mechaniom impiemeniad by Bank Indonegsiz and the Govemment (o extend the temor of
maturing govarnment debt

Decision-making mnduded indopandently by lower-level units or regions.

Potential economic gains arising from changes in population 20e structure, where the
working-2ge population proporiion ssrecds dependents

A banking product similar tosavings but with a fined withdrawal period agresd between
the bank and oEiomer,

Placement of Rupiah funds by participants in Bank Indomesia's Standing Faciiities, conduced
conventionally or based on shara prindples.

A decling In the domestic cumency’s value against forsign cumencies:
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Dorivative

[hgiial Agrivulture Revolution

Diartal Economy

Digital Economy and Finmance
(EKD)

Digital Farming

[hgital Fimande

[hgital Securities

[hgital Smart Cash Manaogement

Dhigitaiization

Digrnally Delivered Service
Export {DOSE)

Direct Debit

Dispute Settlemeant Mechanism

Divergance

Domestic Non-Delverabla
Forward (BNDE)

Dowristreaming (Hilirsasi)

Dymamic Comparative
Advaniage

Ero-Adoptar

Eco-Entregrenaur

Eco-Innovator

ELommeroe

Economic and Financial Inchaion
Economic Cycle

Economic Transformation
Electronification

Emarging Economias

Emerging Market and
Dievaioping Economies (EMDES)

Employes Value Propesition
{EVH

A financial instrumont whowe value & derived from an underlying asset

Transformation of the agrioultural tecior through digital techinolegy adoption

An economy orientad toward advances i imformation and communication technology,

Bank Indonesia’s intiative to anhance efficenty, conveniante, and inclusiveness through
intagration of digital economy and finance

Utilization of digital techinology in agnicultoral cultivation

Finandal services utifizing dgiial technology platforms such 35 mobile or web applications
via third parties.

Sequrities Eued andior transfemad within 2 disiribuiad ledger technelogy ecogysiam

Part of digital ecosystem services provided by banks for inshituiions 1o manage and conduct
transactions in real time oniine.

The proce= of moverting physcal, printzd, audio, or video formats into dighz! form

Export of services delivered and consumed entirely through digital channels without
physical movement of people or goods.

Direct debit transfer mechanisme

Formal mechanismes for recolving disputes ander imtornational agreements, such ac
arbatration or specal paneals.

As wmpd in this report, a condition whan econemic growth rates 3cross couwmtnies move
further apart

A domestic hiedging instrumant in forward exchancge markets wharain there & no actual
purchase and sale of arrences, anly the gain or 0w on forzign eachange movemanis 15
paid at the-settioment date:

Inoreasing a commodity’s value-added by processing them into firal products.

A country's ewolving ability to produce certain goocds mora-efidenthy than othors over tme,
driven by technology, resource avallabiiity, and comsumar preferences

MSMEs adopting anvironmenially friendly practices, though not yet integratad into theair
e bisiness moded,

MS5ME: embedding sustainable practices inte their core busines model and cpturing
opportunities in the “green market. ™

MSMEs mmovating in production, marketing, organization, and business practices to reducs
anvironmantal impact

Tradi transactions using internet techinology.
Wider arres 1o finandal or goods markeis, espedally among under-sarvied groups.

Hucthuations in economic 2ctivity around its long-term growth rend.

A cominuous progess simed 3t direciing the economy toward higher-produciivity sectors or
incraasing productivity within a soctor

Transition Trom cash-biased fayments to nonf-cash payments

Countries transitioning from doveloping to advanced sconomias.

Group of developing countries and emesging markel economibss.

The pckage of Tinanoat and non-Tfinandz! bensfits offered by organizations (o employess
In retum for their skifis, abilities, and espanence:
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End-to-and

Engine of Organizational
Chamge

Executives Meating of East Asia-

Pacific Ceniral Banks (EMEAM

Export
Financial Cyde

Financial inclusion

Financial Stability Board (F5B)
Financial Technology (FHntach)

Fnandng to Valus
Fa=zl Defict

Fiscal Stimbius

Fiight-10-Safaty

Foreign Direct lnvestmeni (F0)
Forcion Exchangz
Forward-Looking Policy
Friand-Shoring

Front-Loading

FX Forward (Forgign Exchange
Fomward)

X Swap {(Foreign Exchanage
Swap)

Garuda Project

General Agresmant on Tarifis
and Trade (GATT)

Generation Y (Millennials)

Generation I

Gen-Economic Fragmaniation
Gini Hatio

Global Foreign Exchangs
Commitize [GFXC)
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Polldes implamented comprehamnsivaly, intograted, and inclusivaly.

Individuals, groups, or other driving forces within an organization that tricgor and fadlitate
trarsformation and innovatian,

A tooperative organization of atral banks and monetary authorities in East Asta and the
Paciii

Saliing goods or services abroad

Huctuations in financial activity around ifs long-term growth trend.
Expancion of finandal services Tor lowar-incomse groups to inciude formal finandal producs

An imtermmaticnal body monitonng and making recmmmendations on the glebal finandal
system.

Lse of technolagy infinandal systomt to produce new products, worvices, techinologies, and/

or business modals, potentially impacting monetary stability, financial system siability, and
payment system sificency, sacurity, and reliabiiity.

The ratio of financing provided Dy banksrefative B asset value for purchase of, for oxample.
an automabile

The difference betwesn QoOVeErnmant revenus and axpenditurs, when expenditurs sxreads
fevenus Ik Indonesia and ssvedal other courniries, it & subject to a legal limit of 3% of GDP

Government Teal policy zimed at boosting agoregate demand, expected to infiuence thort-
LM ooormic activity.

Investor bahavior of reallocating funds to “wafe’ asots during hisightaned alobal uncartainty
and risk

Ownarship irmestmeant by companies or individuals from ona couminy into another o
manage businesses or Zssaty directiy.

Forzign cumandies (o predous metals) that are widely accopied for ooss-border paymeants.

Policy measures aimead at, for example, achieving future inflation targets, considenng time
I3gs in policy transmission.

Investing with or scourdng from friendly countriec

Az ucad in thic report, axporters strafogy of accelerating shipmeonis to anticipate potentially
achverss avents, ltks new @il poicizx

A contract to exchange two currences in this future at 2 rate that = agread today.

A transaction sxchanging two ouIrences wilh an agreement 1o fevesss the transaction at a
specified future date at 3 spacified rate.

An umbrella initiative exploring the design of Indonesia™ Central Bank Digital Currency
((BDC), datar referred to as Rupiah Digital

An imemational agresmeant 1o reduce trade Garmiers among couTtries

Population born between 1987 and 1996

Population born bebween 1997 and 2012
The brzakdown of global economic imtearation into bilateral or regional blos

A mezsure of ncoma ineguality ranging from zero (perfact equality) to one {parfect
inequality).

An Intermational forum of ceniral banks and private sector parficpants (o promate a robust,
liquid, open, and transparent foreign exchange market throeugh sirengthened codes of
CorHlUcE
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Gioal Spillover

GipEal Value Thains (GVE)

Govarnment Shutdown
Green Economy

Green Economy and Finance
Graen Financa

Hacksthon

Hairzut

Halal Lifestyle

Halal Value Chain (HVC)

Hedging
Hedging Instruments

High-Quatity Liquid Assat
{HOLA)

Import
Imported infiation
Inchmsive Econamy

Incremertal Capital-Ouiput
Ratio (KLOH)

Indonesia Credit Card (KK

INGONLA

Infant Indusirizs

Infrastructure for the Monay
Market

Instimutional Transformation

Integration

Intalligent Logistics

Interbank Sharia Fund
Management Certificale
Transaction [SIPA)

Imtarmnnection

Traremission effecs of global economic and financal shocks onto the domesiic aconomy.

A global producton network where stages of procucton are spread 3noss couniries
scoording to each country's comparative advantage.

Suspension of govarmment activities due to unmesalved palitical negoiiations
A aiiainable sconomy considering environmental, social, and governance aspacts.

Economic and financial products or systems supparting environmental and dimate
sustainability.

Sustainable Tinande considerning environmental aspacts.

A compettion organized by Bank indonesia to solve digital economy and finance challenges
through techrology-batad inmovation.

A reduciion in the value o the lander of a loan, refleding the risk of default

A ifestyle emphasizmg consumption of products and sarvices compliant with hatal
principles.

A halal ecosystem covering upstream I downstream industries, including halal tourism,
halal cosmatics 'and pharmaceuticak, halad food, and hatal finanoe:

Irvestor aciivities to reduce or elimings sourcas of TEk.

Firanda! products such as daivatives {swaps, forwards, options) wsed o yaduce risks from
price; imterest rate. orexdiange rato fluctuations

Aszots gasily convertible o cssh with minima loss of value; important for mesting lguidity
neads

Purchaung goods ar semvices from alwoad.

Imfiation caused by rising prices of Mported goods, ofiten due to exhange rafe
depradzation.

An economy where all individuals an contribute and earn income with Tair access to
resoiurtes and opportunities.

A ratio showtng the amount of capital investment required to gener3te one unit of
addimional outpul growih

A domestic cradit card instrument processed through the National Payment Gataway,

The interest rale indes for urdacured ovarmight Rupiah landing transactions batweon banks
in Indonesia

Mewiy developing industries reguiring govermmem protection (or support) 1o grow and
compate.

Fadiities and systems supporting iransaciions in the monay markst

Wida-ranging transformation of an instituiion, encompssing organizational and work
pro= strengthening, human resourcss andd wirk oulture, and digitaliization

Asu=ed in this report; consohdation of post-trade infrastruciure inbo 3 singie institution for
tramsaction value chain sonvicss

Logistics systoms uiilizing digital technology, sensors, amd data analytics to optimize =ipply
chains, Transport efficiency, and goods distribution

Interbank funding transdions under sharia princples using the wakalah bl al-istiismar
contract.

The abifity of systems to exchange mformation or transact indirectly, not requiring
Imermediares.
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Irtemal Funding

Imtermational Swaps and
Derivaiives Association (ISDA)

Imteropatability

Investment

Investment Grade

[=tamic Financial Market Code of
Conduct (o)

%0 20022

Jzkarta Intarbank Oitered Hate
LIREH)

Jakarta interbank Spot Doliar
Rate (JISDOR)

iava Region
Ezlimantan Region
Know Your Customer (KYT)

Labor-Intensive

{eadarship
Lardiar of Last Hesort

Lending Fadiity

{ending Raguirement
Liguidity
Liguidity Prowider

Liguidity Saving Mechanism
[LSA)

Loan 3t Risk (LAR) Ratio

Loan-to-Value (LTV) Ratio

Local Currancy Transaction (LZT)

MO

M1

M2
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Hnancing sourced intarmal to'a company, such as retained oarnings or owner capital
N jeciions

A profesionsl assodation establizhed in 1985 to promote and enhanca swap-and darfvalive
trading.

Tha ability of teo systams 0O CommiInicate or transacl directiy

Actumulation of assats with the expeciation of future returns; also known as capiial
spending.

Arating indicating tha riskiness of Tinandial instrumeants, particulary bondds.

Professional moral guidalines goveming condudct in the money and foreign axchange
markeis bawed on sharis principlet

An open global mesaging standard for financzl information,, providing consistent, rich, and
struciured data usaire aoross financial transactions.

The average indicative intarest raie for unsecurad Rupiah lending offerad among
comtribiuting banks for tenors beyond ovarnight

A refergnde rate represanting the USDVIOR spot exchange rate from interbank foramn
axchanige transschions, including transactions with offshore banks

Covars lakarta, West Java, Cantral lava, Yooyaxarta, East fava, and Banten.

Covers West Kalimantan, Central Kalimantan, South Kalimantan, East Kalimamtan, and
North Kalimanian

A principle applied by banks to identifly customars, monitor their tramnsscions, and repart
suspicious activities

Economic sectors or activities requiring more labor relative to capital.

Tha abifity to fead, direct, and infiuance other persons.or groups towand -achieving common
goals

Bank Indonesia’s role 3= the ultimate liquidity provider to banks facing lipuidity difffculties
10 pravpRl systamil rises.

Provision of Rupiah funds by Bank indonesia 1o Standing Fadiity particpants for
cEveniionzl monatary opesations.

Conditions that must be met by loan applicants m the oedit approval process
A tompany’s abifity 1o meat short-term obigations.

Parties supplying bguidity In the market

A feasture designed o enhance ok managament and figuidity effidency

A ratio measuring the proportion of tofal bank loans potentially at risk
The rafio of 3 bank laan relative 10 35501 value.

Bilateral transactions batwoen two countries conducted in local curroncies, with paymants
seitlad within esd country’s jursdiction

Central bank liabilities (Bank Indones:a) to commiercal banks, rurzl banks (BPR), and tha
private scior {exchuding the central governmant and forzign entities).

MNarrewly-defined money, consisting of curmency in droulation plis demand deposits

Broadly-dafined money, conssiing of M1 plus quasi-maney (time deposits and Svings in
Rupiah and forelgn curtency, 2 well 25 foreign wrrency demand deposiis), and non-oquity
serLriiies.
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Machine Leaming

Macro-Financal Surveiilance

Maoroprudantial

Macroprudantial Intarmediation
Ratic {RIM}

Macroprudential Liguidity
Incantive Polloy (KLM)

Maoroprudential Policy Trilemema

Market Code of Conduct (MToC)

Markat Maker

Markat Cperator (MO)

Market Surveillanca

Market-lad Devalopment

Maztchmaking

Metadata

Microprudantisl

Middie incoma Trap

Minimum Resarve Roquiremant
[GVVhA)

Medom Office

Monetary Policy Trilemma

Monay Market Curve
Multicurrency
Multilateral Netting

Mutual Recognition
Arrangameant (MRA)

A Torm of artificial intelligéace anabling sysiemes to laam from data and improve
performancs without expliot intervention

The process of monitoring and analyzing the inkages between madosconomic conditions
and financal system stabflity t© detest potential risks ard safeguard sconomic resilienaes.

A financial regulatory approach admed at mitigating risks to the overall financal system.

A policy instrument used by Bank Indonesia to manage systemic risk by reguiating bank
intErmediation activiiies. 1t measures tha raiio of a2 bank's Tinancng (that =, iEleans and
sefurities held) relative to itx funding (induding doposits and securities issied),

Incantives provided by Bank Indonecia to banks through reductions in resérve requirsmernsis
(GWM) to support spediic typas of aeditfinandng disbursements.

Thiee objedives pursied by Bank Indonesia in maooprudential polloy: optimal cradiyf
firanang, financial system stabifity, and inclusive and green finanoa:

Profesionz] morz! guidelines governing condud in the money and foreign exchange
markets.

Partios shaping the financial markst through active roles sich as trading and price
guotations, thereby encouraging other markst participants to ransact.

Entities other than Bank Indonesta that operate, provide, o use wystems to conduct financial
transactions

The procoss of supenvising and analyzing finandal market activitios to idertify and asos
risks that may affect banking stabilty and the edomomy

Market development driven by the needs and dynamics of market parfiopants themsalves

The process of connecding two paries with complameniary intarests or needs (o Copa=is,
transact, o form parinarships.

Structured referance data that helps sort and identify aitributes of the information it
dascribes

Concorms pollces that cover financial instiutions individually, often to guard against
instability;

Charactarization of a situation wheiein a country has achisved middie inoome status but
finds it very difficult 1o progress furiher

Minimum funds that banks must maintain in cach or currént accounts 3t BEank Indonesia

A workplace mncept designed o support collaboration, flexibibity, digitalization, and
employee weil-being, often accommodating millennial and Gen £ nesds

Three objeciives pursied by Bank Indonesia in monetary policy. price stability, exchange rate
stability, and adequacy of forogn exchange reserves.

A e (hstraiing the reiationship betwssn short-tenm money market intesest rates and
their tenor=maturities

Involving mora than onse currency {often used in different countrias).

Sottlemont of transactions by cafoulating net positions among muitiple parties to reduce
tramsaction volume and inoeame efficiancy.

An agroamant behwean twn couniries of feqions (o mutually recognize standards,
cartifications. or quaiifications.
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National Open AP Payment
Standard (SHAF)

Mational Strategic Projects [(FaN)
Mational Supply (hain
Mationally Drivan

MNazhir (Wagf Manasger)

Nat Zoro Ermission

Now and Renswabie Enargy
{MRE)

Non-Bank Financial Instiutions
(NBFEs)

Mon-Lantrally Clearad
Derivatives (NECDY)

Non-Deliverable Forvward (NOF)

Non-Performing Loan (NPL)

Non-USIVIDR Referance Rato

Omnidata imelligence Platform

Online

Opan Unemployment Hate [TPT)
Optimistic Scanasrio

Owvernight

Cwemight Index Seap (CHS)

Palapa Ring

Pandamic
Paymaont ID
Paymont System
Policy Mix

Pot Up Systam

Pre-Emptiva
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National Open APl Payment Standard established by Bank Indonesz to fosier a eaithy,
campatitive, and mnovative payment system indusiry, promote integration, intarconmaction,
interoperability, and secure, refiable payment infrastruciure;-and improve Tair, efficient
markaf praciices i payment system oparations

Govarnment priority projecis aimed at driving economic growth, infrastructure, and raal
sector transformation

The domestic supply chain,
Infrastruciure devetlopmant driven and directad by national intsrests and policies.

A party recoiving waqf assots from a WakiT (donor} to manage and develop them acording
to thair imtended purposs.

A condition where the amount of gresnhowe gas amisions releazed inio the simosphare =
balanced by the amount absached or removed

Environmentally friendly energy sources such as solar, wind, and geothermal

Irstitutions operating legally inthe financial soctor, but outside the formal banking =ystem.

Dervaiive ramsacions not dearsd through & COF.

A forward contract used for hedging in foreign exchange markets where the underiying
currancy & not delherabie At saitlement, there i no physical exchange of carrencies;
irstead, the difference between the contracted forward rata and the provailing spot rate is
sEitlad in 3 frealy convertibie cutrenoy

A bank loan that & not being reqaid.

A benchmark exchange rate reprezonting Toreign curmencies other than USD against the
Aupiah

A centraiized fadity aguipped with advanced analyticaf capabilitiss
Connected via computer natworks, the internat, and similar platforma.

The percantage of the [abor force not working but actively ceaking amployment raiativo to
the toal labor force,

A canario including baseline projects pluc new projects not yet started, with low cotts and
poteniial for rapid financing (induding state budget/APEN)

Thadaily interost rate for intarbank transactions

A financal derivative contract 1o exchange interast rate payments over aspecined time
pericd, mimlated wing daily compounding, Typically, one party pay: a fleating rate, the
other a fixed rata

A broadband infrastructues connecting 57 districtsicities in Indomesia 1o expand equitablo
SCTEss,

A widespread diseate outbreak aooss wverzl ontinents or globatly
A unigue ldentifier assigned to each payment participant

Systams Tadiiitating the transfar of monetary value batweon parties
The simultaneous we of multiple policles.

A puitivation methad whiere seadiings are kept in pots or containess in areenhouses before
trarsplaniing.

Policy meaares taken 1o anficipats future risks affecting, for example. infiation mrgeting,
macroaconomic stabifity, and finandial systom stabifity, taking into consideration policy time
lags.
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Price Discovery
Price Disparity
Prizing

Primary Deaker in the Money
and Forzign Exchange Markat
{PUVAY

Pro-Growuth

Pro-Market Monetary Oparation

Promotion

Proot of Concapi: (Fol)

Pro-Stability

Pubilic Servica Obligation (P50)

Pull Stratooy

Push Sirategy

OR Coda

QRIS Cros-Border

QRIS Marchant Discount Rate
(MDR)

GRIS TAR

QRI5 TUNTAS

Chuick Responde Codde Indonesian
Standard {QRIS)

Cuotation

Real Sectof Transformation

Reciprocal Tanft

Ragional Fayment Connactivity
(RPCY

Regtach

Regulatory Reform

Renmt-Seeking

The procoss of investigating prices and yields.

Price differencet across regions for the same commaodity.

A policy scheme seiting fees applied In conducting transactions through systeme

Banks or other entifies approved by Bank Indonesiz to perform obligations and activities in
the monay and foreign exdhiangs markets.

Policies implemented to suppart economic groawth.

Implemeniation of monetary policy integrating moneiary managemeni with development
and supervision of PUVA primary doalers.

Artivities imtroducing products to consumers 10 increase sales and market read.

A product demonstration focused on determining whether an idea can be reafized
Pelicies implemented to maintain economic or financial stability.

Crbligations imposed by the Govermment on companies of servie providers 1o deliver pubiic
sorvices ot specified standards, which may 'mot e achisved under free markat conditicns.

MSME development sitalegy cresting demand (demand-pull) through promotion, produc
curation, and markeibuyer connections

MSME development siratagy sirengthening supply capacity (supply-push) through training,
mentonng, and acces o raw materialdmodemization

A technology feature enzbling paymaenis by 4=nning a code via mobile 2pplications at
merchanis” autists

A collaborative indtiative to build standardized settiemeant infrastruciure for ooss-border
trada.

Discourrted tarvice Tees chargad to meschants by Payment Sarvice Providors (PSP for
transactions usng QRIS

A QRIS Teature emabling payments without scanning (tap), Taciiating faster, toudhbess
procass.

QRIS Cach Withdrawal, Transfer, and Cazh Deposit foature aflowing wusers to transfor funds

betweon QRIS wsers, withdrew cash, and depasit oash vis ATMWS, Cash Deposit Madhimes
{COMs}, or QRIS TUNTAS agents

Intzgration of various OF ades from differant Payment Sysiem Service Providers (PISPs),
devaloped jointly by the payment gysiem industry and Bank Indonea to make QR code
tEHEactions Sasier, fasten and mors seoure,

An offer of price Tor products of sanddes

Structural changs from raliance on primary sectors (agrculture, mining) (o higher value-
added secondary (manufacturing) and tertizry (services) sectors.

Taxes or frade resificions mposed by one country in remons2 1o similar messurss by
another country,

A regional payment connactivity cooparation agreement among Bank Indoneasia, Bank
Meagara Malaysiz, Bangko Seniral ng Pllipinas, Moneiary Authority of Singapors, amnd BEank
of Thaiand.

LMilizatron of technology to achlieve reguiatory compliance sffoctively and efficianly

The proces= of dhanging or improving regulatony sysiens o enhance gquafity, efficieny, and
effactivnaecs.

Sesking profit without contributing to societal weliare, typically by manipulating sysiems.
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Repurchass Agreement [(Hepo)

Request Tor Paymant
RBetall Payment

Retzined Eamings

Retaliation

Hevealod Symmetric
Comparafive Advantage (RSCA)

Royerce Enginzcring
Rupizh Digial
Sata-Haven Assat

Sarriboxing

Saving-Invesimant Gap

Scarring Effec

Sacurities Ledger

Sequrmes Settiament System
{555}

Self-Ragulatory Organization in
Money and Foreign Exchange
Markats (SO PLVA)

Sharia Money Market Expart
LASPL)

Sharia Repo

Sharia Restricted Invesimant
Accoumt (SRIA)

Smart Nation

Smart-Contrac
Sociad Assistance
Sovereign Credit Rating

Special Rate

Spirmus-smart

Spot
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Conditional sale of cocurities by banks with an obligation to repurchace at an agread price
and maturity

Payment made wpon reduest
Smallvalue payment transacios conduoioad by individuals or MSMES
Profits reimined by a company after dividonds have besn deduced.

Eonomic countermaasures takoan by a couniry against another country’s rada policies
deemed harmiful.

An indicator measuring 2 country’s compar ative competitiveneoss in specific producis.

Tha process of dismantiing or analyzing a product to understand s workings, replicate it or
improve its desion

The digitzd form of the Rupiah curmency.

Finandal assets considerad reiativaly safeand stable during perjads of stress or uncertainty
A zprurity technique that ewluates tachnology Innovations in 2 controlled environment
The difference Betwean domestic savings and nvestment in an econamy.

Structural damage to the economy with long-term impacts.

Tha component of the Dighal Rupiah ledger recording secirities fransactions

Entities enabling securities transter and sattlement through book-eminy in accordance with
agread rules, allowing securities transfers with or without payment

A legally incorporated [ndonestan nstitution dasignated by Eank Indonesia tosapport
dewlopment of the money and forejgn excdhange markeis.

Professional with competance and certification in sharia principles to parform functions
related to operation and transactions in the sharia money markat

Sale of shariz-compliant securites andersharia principles with 2 promics to repurchase at an
agreed future date

A tharia banking investmeont product where customer funds are pooled and allocatod
spediiically to finance corain projectsimoducts under sharia princples.

A maricnal initiative leg by Singapors’s Minstny of Digial Developmant and Information
{MDDI) to bdild 2 digital future where people live meanimgful and fulfilling lives enabled by
teching gy, aeating opportunitizs Torall

A st of computer program codes defining Business logic on a distributed ledaer notwork,
serving as rules or conditions Tor accessing the ledoer

Govarnment provision of Tinancial or material aid 1o individuals, families, groups, and/or
communities, defivered sslectively and non-comtinuowmly o priviect against socal risks.

Indepondent assessment of a country’s areditworthiness; holping investors evaluate risks
ampcigted with nvesting in that couniry

Deposit Interast ratas offerad by banks to large depositons, generaty higher than standard
doposit rates, refleding strang bargaining power on the part of the depositor,

Protessional leadership characterized by noble characiar

Cash transactions whare fund settlement ocoors within two business days after the
trarsacion date.
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Stablecoins

Stagnation of Redewsion

Standing Facifities

Statemernt of Commitmant

Sirategic Assat Allocation (AA)

Streat-Smart
Stress Tast

Structural Reform

Subprima Mortgage Crisis

Subsidy

Sukuk

Sulampua Region

Sumaira Region

Sumitronomics

Super Cptimistic Scanario

Supernvisory Technology
{Surtech)

Sisiginable Fnancs

Systemic Risk

Term Pramim

Term Repurdchase Agresmant

{Term Repo)

Terms of Trade

Thiz Fad

The Macroprudential Liguidity

Buffar {PLM)

Tokanization

Cryptocurrendes designed to maintain stable vaiue refative to spedific 3ssats of baskols of
s

Periods when the economic oycle dedines wall below potential pacty. Techniclly, 3
recassion s two succossive quariors of declines in GDP

Prosnsion of Rupiah funds by Bank tndonesta oo banks (induding placement of Rupiah funds

by banks at Bank Indonesial for monetary operations conducied conventionally and undar
sharia princpéas:

A declaration sutimitied by FUVA pariicpants containing their commitment (o uphold the
PUVA code of ethics and to act ethically and professionaiiy.

A long-term portiolio strategy invahving asset odass allociion and panodic rebalancng.
Profassionad leadership characterized Dy strong practical exparionce:
Atest for resfence.

Fundamenial changes made 1o 3 sysiem.

A finanicial orisis triggered by defauls on sub-prime mortgage lcans n the United States,
which spread fo the giobal financial system in 2007-2003

Governmaent transfers that reduce the price of goods or sorvices.

Long-term shana-compliant scurities ssued by an eniily o sukuk holders

The Sulawest, Malukiu, snd Papua region, covering North Sulawesi Camiral Sulawes), South
Sulawes, Southeast Sulewesi, Gorontalo, West Sulawesi, Maluku, Morth Maluku, Papua;
Wit Papua, Southwest Papua, Coertral Papua, Highland Papus, and South Papua.

Covars Acah, North Sumatra, West Sumatra; Riaw, jamii, South Sumatra, Bengiulu,
Lampuing, Riau blands, and Bangka Belitunhg [<ands

An economic concapt emphasizing high growth, equitable dstribution of cevelopment
banefits; and dynamic national sabifity. Named after Sumitro Djokohadikusomao, an
Indonesian econoimist, academic, and pofitician, mamly during the 19605 and 1970s

A scemario incuding optimistic progcts plus new projecis not yet started, with high cosis
andd long-term financing from domesticTorsign privaie soliee.

ilse of innovative technolegy by supenvisory auihorities to support implementation of
superyisory functions.

Comprehansive support from the financal senvices mdustry for sustaimable growth throwgh
alignment of economic, social, and environmental mterests.

Risk that could dismupt the siability of an entire systom,

Additional yield received by Investors for holding long-tarm bonds comparad with short-
tarm bonds, compeansating for risk.

Short-term collateralized loan where sacuritias are sofd and ater repurchasad at 2
pre-agread higher price.

An imporiant economic indicator refiecting the ratio of 3 couniry’s eaport prices o =
import prices:

The Fedaral Resanva System, Informally “The Fad,™ tha comiral bank of the United States

A macroprudential instrument designed to strangthan banking Houidity resilionce, requiring
hanks = hold liguidity buffess in the form of govamment saouriies (358) 31 2 certain
proportion of Rupiah third-party funds (DPK).

The process of reating digital vesions of banknotes and coins-with vaidity werification.
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Tracaability

Trade Fragmentation

Trade Polarization

Trading Partnes

Tri-Pariy Rapo Agent

Triple Intervention

Twi-Pronged Approach feform

Sirategy
Linbanked
Underlying fepo
Undisbursed Loan
Uinique ldantifier
LIS Treasuries

Vocationad Training

Volatile Food

Vokatility
Wasto to Enorgy

Wasta to Product

Whelesale Payment

Wholesaler

Yield

The ability to traca 2nd verify the entire journey of a product.

The breakdown of global trade into bilataral or regional blocs due to protactionicm and
gecpolitical nson

The tandengy of inemationz| trade t© conEanirate among cerizin econemic blos or
coamntries, reducmg flows with non-bloc partners.

Reqgionsfcourdtries that buy or sall goodsfSandices toone anothes

A neuiral, third pariy faciiitating and managing repo tramaciions between two princpal
parties to ansure efficency, security, and comphiance with O regulations

Rupiah stabilization srategy through: 1) Imerventions in the spot market ) proviscn of
forelgn exchangs ligquidity via DNDE hadging instruments, and i} purchases of Govermmeanit
Sacurities (SEN) in the secondary market to maintam Rupiah Hguidity adeguacy

Asusad in this report, an industrizd reform sirategy focusing on two paths deveiopment of
mediom-high technology industries and abor-intensivallow-technology indusiries

Refers 1o individuals or entities without aocess o banking or cimilar financial corvicog,

Sacurity used as collateral in Bank Indonesia's monetary operations (repo).

Laans approved but not yet disbursed or ufiiized by borrowers In accordante with
disbursemeant reguirements

A& nurmraric oF alphanomeric string linked to-3 single antity within a system.

US spcunties in the form of government bonds Bsued by the US Degariment of the Treasury
io finance the federal government deficit

TrRinng focusad on applied skiils, 2.g, technicians and nuEes

Inflation n food Mems whose price movements are predomimantly infivenced by
shocks, sudh 3¢ harvests, natural disruptions, or domesticintemational commodity price
developmeants.

A measura of the degrees of price or value fluctuations of an asset over a given period,
The process of converting waste into energy.
The process of comeriing waste of nesiduss into new producs with economic walue

Large-value payment trantactions conductod by institutions or corporations.

Asusad In this report, entities with direct sccess to Digital Rupiah from Bank Indonesia,
reposible for distributing Dlgitzl Rupiah to elailers amd end-uners

Raturn on an asset, usually exproccad 35 '3 percent of the value of that oot
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Abbreoviation Term in Full

Fat

Edl

3Pl

4LRG

AFTA

ARU PRT
FPRESPM

APU-PRT

APLIVINDO

ASEAN
ASEAN+T
ASP|
ASPU

ATGEI

Standardization and Certification

Integration, Interconnaction,
Intecoparability

Product, Partkcipant, Pricing, and
Infrastruchure

Systematization, Simplification and
Standardization

The Frontmost, the Outermast, and the
Romoto regions

Infrastructure, Industry, Innovation,
international and Digital Rupiah

Pricz Affordabllity, Supply Avatlability,
Smooth Distribution and Effective
Communmcation

Quality, Quantity, Capadty, fonfinuity, and
Paciaging

Aku Bangga 8/ Bermaknal'm Prowd Bl i=
Moaningful

Aufomated Banknote Feedimg System
Auiomated Banknote Packaging Systam
Appaoimted Cross Currency Dealor
Aggrogate Demand-Aggragate Supply
ASEAN Financial Imtegration

ASEAN Free Trade Are3

Artificial intelligenda

Artificial intelgence asa Service

State Budget

ASEAN Payment Connectivily
Anti-Monay Laundering, Countor-
Terrgrism Fin2nong, and Counter-
Proliferation of Weapons of Mass

Destudiion Financmg

Anti-Monay Laundering and Courter-
Terrorism Financing

Indonesian Money Markaet and Foreign
Exchange Market Association

Acsociation of Southeast Asian Nations
ASEAN + China, Japan, and South Korea
Indonatian Payment Systams Association
Sharta Momoy Markat Expart

Annual Strategic Direction of Bank
Irdonesia Governor

Abbroviation

B-Ready

Balinusra

Bappelt]

Eappenas
B8l

EBW
BCES
BCSA

BiiF

BERSATU
LIMERA

]
BI-ETP
BLERAST
BI-FAN

BI-RTGS

Bl-5alD

BI-5555

Bi%
BXEl
BLU
BN
BoE
BoG
Bok

Bol

RGP
BoT

Botasupal

BFD

ECONOMIC REPORT ON
INDONESIA 2025

Term in Full

Business Ready
Bali-Nuss Tenggara

Indonesian Commodity Futiines Trading
Reguilztory Agency

The Ministry of National Developmeant
Planning

Proudly Mada in Indonesia

Proud to Travel m Indoniesia

Basel Commities on Banking Supervision
Bilateral Currency Swap Arrangement

Bangue de France
Collaborate, Unite, and Advance MSMEs

Bank Indonesia

Bank Indonesia — Elacironic Trading
Platform

Bank Indonesia — Fast Payment
Bank Indonesia —Hoeting Rate Note

Bank Indonesiz — Red Time Gros
Settloment

Financing Buxinoss Matching and the
Prowision of 2 Database of Potentially
Financeable MSME Profiles

Bank Indonesia — Saipless Sscuritios
Satfiemant Sysiam

Bank for Imtemational Settlements
Bank Indonasia Policy Mix

Public Service Agenoy

Bank Megara Malaysia

Bank of Enaland

Bogrd of Govarmors

Bank of orea

Bank of The Lao Peoplo Demoporatic
Hepublic

Indonesia Balance of Paymenis
Bank of Thaifand

Coordinating Body for the Eradication of
Counterfeit Rupiah

Regional Development Bank

e
b



ECONOMIC REPORT ON
INDONESIA 2025
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BPE-RI

BPFL 2025

BPPL 2030

BFPFUR
BPFR
bps
BPS
BF:

BRICS

BRISC
BRL
BSA
BSNT
B5P
BSPS

BT:
BUK
BUMN
BUS
BWI
A
CAR
CHEC
CcHP

CBP Rupiah

CBAT
CEUAE
e

CCP PUVA

COPSENT

ccs
coyi
CcEp
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Audit Baard of the Hepubic of Indonesia

2025 Maoney Market Developmont
Biuegrint

2020 Money Market and Forsign Exchange
Market Deapening Bluaprint

Raopiah Currency Management Bluspring
Business Process Re-enginesring

Basis points

Sharia Fnancing Modath

Statistics Indonasiz

Brazil, Fussiz, Indiz, China, and Sowth
Africa (economic coopesation forum)

BRICS Rapid Sacurity Channel
Bilataral Repo Line

Bitataral Swap Arrangemant
Non-Cash Soicial Assistancs
Indanesia Payment Systam: Bluspring
Seit-Help Housing Asststance Program
BRICS Payment Task Force

Hasa Transceiver Station
Conventiona! Bank

State-Cramed Enterprises (S0E5)
Sharialslamic Bank

Indonasizn Wagf Body

Cuprent Accourni

Capital Adeguacy Ratin

Caniral Bank Digital Cumency
Cross-border Payment

Lowe, Pride and Understanding of tha
Rupiah

Central Bank of ihe Repubflic of Tarkey
Central Eank of the United Arab Emiratas
Central Coumtarparty

Money Market and Foreign Exchangs
Market Deapening Central Counterparty

Intarest Rates and Exchange Rates Contral
Coumnisrparty

(ross Curreny Swap
Countescyclical Capiial Bufier

Comprehomive Economic Parinership

CHT

CIC

CKG
CKPN
ChINA
COVID-19
L85

PO

CHA
Danantarz
DOSE

OF

5

DHE

CHE SDA

DiGDAYA
LMEM

DL
DEWY
DHDF

DPR-RI

DSAS-1AI

5N
WP
Dy

EBA

EET

ECH

ECO RISE
EHTC
EkD

EkH
EESYAR

EMDEs

Tobacco Excisa

Currency in Circulation

Free Health Check Program
Provicions for Impairment Losses
Chizng Mai Initiative Multilateralizaton
Corona Vinus Disease 2019
Consumar Price index

Crude Palm il

Contmgent Resarve Arrangament
Raya Anagatz Nussniar

Digitally Delivered Sarvice Expurt
Draposit Fadiity

Cigital Financal Services

Fataign Dxdhamge Export Procods

Foraign Exdhange Export Promeds from
Matural Resourtes

Digitalization for Enhancireg MEME
Compatiitivenes

Main Cash Depot
Heglonal Cash Dapaot
Domaostic Non-Defiverable Forward

House of Represeniatives of the Republic
of Indonasi=s

Sharia Accounting Standards Board —
Indoresian Instituts of Accountants

Mational Sharia Counc

Digitai Workplace Flatform

L5 Dofiar inttex

Assai-Backed Securities

Mew end Rencwable Energy

European Central Bank

Empowearing Community & MSMEs toward
Resitient Inclusive, and Sustainable
Econarmy

EMHA] Halal Toursm Canter

Cigital Ecomomy 2nd Finanoe

Green Emnomic and Anancial Education

Shariz Economy

Emerging Markst and Developing
Econamias



EMEAP

ERH

BE5z

FOI
FDP

FEKIH

FERE
FESyar
FFR
FinTech

FK-PSK

FLPP
Pl

FRl-PS

FOMOE

FORINPUR

FRENY
F58
F55
Fiv

X

FX Farward
Curve

FX Swap
20
GATT
£3:1]

GaDP

Executives’ Mesting of East Asia-Pacific
Central Banks

Emerging Markst Economies

Ekspedisy Rugizh BerdaulziBovreign
Rupiah Expedition

Environmantal, Socdal, and Govarnance
Efectronic Trading Platform

Regional Government Transaction
Digitatization

European Unicn

Employea Valus Proposition

Foreign Diract Investmant

food Distribution Facilitation Program

Indonosian Digital Economy and Fnance
Festival

Indonesian Sovareign Rupiah FEsthval
Sharia Economy Festival

Fadaral Funds Hate

Financia! Technoloay

fimancia! Sector Develomment
Coordinztion Fomem

Howsing Fnandng Liquidity Faciiity
Financal Market infrastructure

Finandial Market Infrastructure-Payment
Syctom

Front Office; Middie Cffice, and Back
Cifice

Rupiah Cumency Managemeni Industny
Forum

Federal Recorvs Bank of Mew York
Finandial Stabifity Board

Financal Sisiem Stabdlity
Financing 1o Valus

Formeign Exchange
Foroign Exchange Forward Curve

Foreign Exchange Swap

Groug of Tweniy

Gonesal Agreament on Tariffsand Trade
Gowvernor of Bank indonasiz

Groess Domestic Product

Abbreviation

GEMA HALAL

GERBANG
SANTRI

GRC
GEXC
GIFA
GIRU
GLER
GMHRS

GHPRIP

GRE
GVIC
HBKN

HEBITHEN

HLA
HPT
HPW
HR
H55
H5T
LAl
ICC
ICoC
ICOR
ICR
DB
IEHI

IEXE

|ELI CEPA

1B
IFRE
IGE

BEM

NGMA
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Collective Movemnant for Halal
Accalaration

Elamic Boarding School and Halal Value
Chain Devalopmant Movemant

Glabal Francial Crisis

Global Foreign Exchange Commities
Global lstamic Finance Asward

Global Investor Aatation Unit

Global Lagat Entity Identifier System
Global Master Repurchass Agraement

National Movement for Food inflation
Comtral

Greanhouse Gases
Glabal Value Chain
National Religious Holiday:

[stamic Boarding School Business and
Econombs Asociation

High Leval Meating

Crop Pesis

Fair Markest Price

Human Resoures

Days Aftar Sowing

Days Aftor Planmting

Indonesian Institute of Accountants
trvestor Conferance Cafl

[stamic Anancdal Market Code of Conduct
Incremental Capital Output Ratio
Interesi Coverage Hatio

Integrated Digial Canirai Banking
indonesia Green Economy indaex

Economic Inchsion, Financial Incdusion,
and sustainable Finance

Indonesiz—European Union Comprzhonziva
Economic Parinership Agrepment

Istamic Fnancial Sarvires Board
Indonoesiz Fintech Summit and Expo
Irtemational Governanc@ Body
klamic Infermational Fmandal Market

Indonesia kiamic Global Market
Association
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Imtermational Slamic Liguidity
Management

-m

HE-CEPA,

HERAT

KM
KN
IENB
IMF
IMITI

IMTHONLA,

iTsK

JAWARA
Eispor

HSE0R
IPH
3 4]
KAD

KANAL
ZISWAF

K{BA
KDMP
KEK

KEKDA

Indanesiz-Korea Comprahensive Economic
Partnarship Agreamant

Indepondonca, Consistency, Coardination,
Acountabiiity, Transparency

Small and Medium Indusiries
Musanizrs Capital City
Non-Bank Fmancial Industry
mizrnational Monatary Fund
Irdonesiz Muslfim Travel Index
Indanesis Dvermight Index Average
Industrial Policy

Corruption Percoptions Indox
Fnandal Marke? infrastructura
Istamic Profit Rate Swap
Interest Rate Swap

Investor Relaticns Unit

International Swaps and Derhatives
Associaiion

Isfamic Developmaent Bank
Indonesiz Sharia Economic Festival

The International Standard ndusirial
Classification of All Economic Adivities

Introational Securities Identification
Numbaor

Intarnationai Organization for
Starad ardization

Fnancial Sactor Technologicl Innovation

Shariz Enirepfeneursiip Network for
Export Promdstion

iakarta Interbank Spot Dollar Rato
Halal froduct Assurance
international Financial Safety Net
Intzrregional Cooparation

National Collaboration for Zakat, Infag,
Alme, and Wagl Developmant

Foraign Bank Bramch Offices
Red and Whits Village Conparative
Special Bcanomic Zonge

Review of Regional Economies and
Finances

Kl IWiP

Kip
4 4
KEB

KED

KKI

KKi

KEI BUAK

KEMP

KLIK

KM

KNEKS

KFBL

KFPEI

K
K DN
KPw LN
KSEI
KS5K

KilfvA BB

KUR
KYC

LAITPF

AR

LT
LOR

LENTERA
Emas

BT
LIKE T

[ndustrial Estato
Investment Zonos

Indonesia Weda Bay industrial Park
Investrmant Area

Smart indomesia Card

Working Group

Susiainable Fnance Commitize

loint Commitize of Members of the Board
of Governors of Bank Indonesia and the
Board of Commistoners of the Fmancial
Fervices Authority

Indonesia Creative Works

indonesia Credit Card

Bank indonesiy Creztive Works Tor
Emvironmaental Sustainabllity

Red and White Urban Village Cooparative

Core Competences in Financial Literacy
and Inchusion

Maooprudeniial Liguidity Incentive Policy

Mational Commiittes of Economic and
Financizl Sharia

Public and Private Partnership

Indonesia Securities Clearing and
Guarantee Corporation

Benaficiary Families

Domestic Represantaiive Cfice

Oversea: Represantative Offica

Central Custodian of Indonesian Securitios
Fimancizl Systam Stability Committaa

Man-Bank Foremgn Exchange Businass
Activities

Peopla's Business Cradit
Enow Your Cusiomer
Liguid A=etsfThird-Party Funds

Complate, Accurate, Timely, and
Comprehansive

Local Currency Transaction
Lean 1o Deposit Ratio

Literacy amnd Indusion of Sharfa Eonomic
and Finance toward Goldon Indonecia

Lending Faciiity
Electricity, Gas; and Water

Indonasizn Fnancial Literacy Program



LHT

METH
MRS
ML
MG
Mo
Mok
Mol
M RA
MRAT
MSME
NEBFs
NCCD
NG
NOE
MNOF
MFA
MFC
MHS
MERI
NP
NPL
NTP

QECD

CESN
ais

Learning Managament System
Sharia Hedaging

Lander of Last Resorn

Education Endowrment Fund Agency
Deposit Insurance Agency

Light Fail Transit

Loan to ValuafFinancing o Value
MMonatary Aathority of Singapore
Free Nutrmious Meals Program
Markat Code of Conduct

Merdhant Discount Rats

Pecpie’s Eoonomy of ASEAN
Mini=try of Economy, Trade and Induszry
Mo=t-Favored Matirs

Machine Learming

Markst Ogeraior

Meamorandum of Commitrmsant
Ministry of Finand

Memorandum of Understanding
Mutual Recognition Armangomont
Mass Rapid Transit

Micro; Small and Maodium Enterprisss
Kon-Bank Financial Insttutions
Non-Centrally Cleared Derivatives
Net Claims on Governmant

MNow Development Bank
Non-Deliverable Forward

MNet Foreign Asels

haz Held Communication

Mational Health Service

Unitary Siate of the Republic of Indonesia
Mickal Pig lron

Man-Performing Loan

farmers’ Term: of Trade

Organisation for Economic Co-operation
and Developmeant

National Shana Economics Olympiad
Owernight Index Swap

Abbreviation

UK

OM pro-
markei

055
T

Fann

PI5K ALt

PanG

FBol
PER

FrATE

PPN DTP

FRM
SN
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Financial Services Authority
Pro-Market Morstary Operations

Cnline Single Submission
Owver the Countor

Accaleration and Expansion of Regional
Digitalization

Financial Secior Development and
Sirengthening Act

Regulation of Members of the Board of
Governors

Bank Indonesia Hegulation
People's Bank of China
Losw-fncome. Individuals
Primary Dealer

Bank Indonesia’s Board of Govemors
Regulation

Indonesia Bond Pricing Agency

Indonesia Digitafization Innovation Canter
Inteqrated ZISWAF Information Center

Smart Indonesia Program

Programume for International Student
Aszessment

FPaymant Service Providers

Rupizh Money Prowssing Service Providers
Short-Term Liguidity Loans

Sharia Short-Term Liguidity Financing
Macroprudential Liquidity Buifar
Irtegrated Crisis Managament Protoml
Proof of Concept

Tourism Consious Group

Government Regulation

Priority Program

Financial Transacton Reporic and Analysic
Centar

Valus-Added Fax Bome by the
Government

Muslim Frieadly Toursm
National Stratagic Projact

Public Service Obligation
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Pap
P5PS
PUAS

PUVA

OR

OR Code
QRS
CRIS TAP
r-CROC
R&D
Rakarnas
RAN-GRE
RE{

RBS

RDG
Repo
RFA

R

R

RIRU

RIVIEL

ROC
RPC
RPFIM
RPIMN
RPN
RPLN

RPOIK

RSCA

ATGS
544

SAPA
SYARIAH

Satgasnas LCT
SBC
SEDK

253
o

Payment Service Providar
Sysiemic Payment Systom Organizar
Sharia Interbank Mooy Market

Monesy Market and Foreign Exchange
Marikst

Quick Re=ponss

Cilck Respondes Code

Chilck Responde Code Indonesian Standard
QRS Without Scanndng

Ratail CRDL

Rewearch and Davelopment

National Coordination Meating
National Greenhouse Gas Action Plan
Resarve Bank of India

Strategic Busines. Plan

Board of Governors Meating
Repurchese Agresment

Regional Financial Arrangament
Request for Payment

Meaoprudential Intermediation Rato
Regional Investor Relation Unit

Bank Indonosia Gigital Innovation Master
Plan

Regutatory Oversight Commitioo

Regional Payment Connectivity
Macroprudential Inclusive Financing Ratio
National Medium-Term Developmant Plan
National Long-Term Dewelopment Plan
External Debt Ratio

Dt Financial Services Authority
Requoiation

Roveslad Symmatric Comparative
Advantags

Real Time &f == Seitlement

Strategic A=ot Alloation
Synergy of Sharia Trade and Hnancing

National LCT Task Force
Structured Bilaterad Cooparation

Basa Rate for Lending

SHE
58N
Sav
D
SDGs
SEALCEN
SEDF

SERAME!
SGIHE

SIAPIK

SiMA

SiFa

SEENI

SkM
SkNBl
ST
54
SLC

SMART MFT

SNAP
S

SHLIEKS]

SPHI
SPHP
SFPA
SFPG
SHE!
SHIA

558
555
SUERI

Sulampie

Commercial Paper

Governmant Securities

State Hank of Viatnam

Matural Resources

Sustainabla Development Goals
Sonth East Azan Cantral Banks
Sharja Economic Pevelopment Fund

Rupiah Promotion during Ramadan and
Eid al-Fitr

State of Global lsismic Economy

Fimancial Information Recording
Application System

Imtzrbank Mudharabah Investmant
Certificats

Sharia Intorbank Fund Marnagormant
Cartificate

Indormsian National Work Compatancy
Standards

Machine-Mada Kretek Cigaretios

Bank Indonesta National Clearing System
Hand-Rolled Kretek Cigarettes

Service Leved Agreement

Sanior Level Committes

siainable Musiim Friendly and Attraciive
Tourism

MNational Open APl Payment Siandard
Mational Strataqgy for Inchsive Finance
Mational Strategy for Literacy and
Inclusicn of Sharia Economis and Finance
n Indonesia

gank Indonesis Payment Systam

Food Supply and Price Stabilization
Alternative Market Operator System
Mutrition Fulfiilment Service Unit

Bank Indonesia Rupiah Securities
Shariz Restricted Investment Acount
Saif-Regulaiory Orpaniz=iion
Saauities

Securities Setilement Sysiem

Bank Indenesia Sukuk

Salawes-Maluku-Papus



Suptach
SUVEI

sval

™
TP

TIEMI

LM
TH WCP

TFZDD

TP2ED

T4 Repo
TP

TPF

TPG

TH

TPID

TPip

Suparvisory Technology
Bank Indorecia Foreign Exchangs Suboik

Bank Indorecia Foreign Exchange
Securities

Term [eposit

Total Factor Productivity

Transactions, Intercanmection,
Compeatence, Hisk Management and
Information Technoloay

Technical Lovel Maating

Technical Notes on Wagf Core Princples

Regional Digitafization Acceleration and
Expansion T2am

Regicnal Emnomic Growth Acsleration
Team

Tri-Party Agent Ropo

Lecturer Professional Allowanca
Third-Party Funds

Teacher Professional Allowanca
Inflation Control Team
Regional Infiation Control Team
Central Infiation Control Team
Textites and Textila Products

Transition and Sustzinable Finances

Abbreviation

TUNTAS
UKE
LIME
LEpAl

LM

URCTAD

L%
uus
VF
WiC
WY
WEOD

yoy
¥55C
yid
ZISWAF
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Cash Withdrawal, Transter, Cash Depasit
Small Entorprices

Medium Entarprises

Micro Emterprises

Littra Micro

United Nations Conferanca on Trade and
Develomrmeant

United States of America

Shariafldlamic Business Unit

Volatile Food

Wearking Commiiteo

Waearld Competitivenows Yearbhook
Warld Economic Dutiook

Warkimg Group

Waorkimg Group on Banking Supanvision
Warahouse Management Sysiem

Workd Trade Ovoanization

Ungualified Opmion

YEar On yaar

Youth Sharia Sodopreneur Competition
year to date

Takat, Imtag, Alme and Wagf
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