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| FOREWORD

Bank Indonesia has a mandate, namely to
achieve Rupiah stability, maintain payment
system stability, and to include maintaining
financial system stability in order to support
sustainable economic growth. Nevertheless,
Rupiah stability encompasses two aspects,
namely price stability of goods and services,
as reflected in stable inflation, as well as
Rupiah exchange rate stability against other
currencies. The inflation target was set by
the Government, in coordination with Bank
Indonesia, at 2.5£1% in 2026. To that end,
Bank Indonesia implements sustainable,
consistent, and transparent monetary policy
through efforts to achieve low and stable
inflation, a stable exchange rate, and an

adequate level of foreign exchange reserves.

In pursuance of its mandate, Bank Indonesia
institutes an optimal mix of monetary,

macroprudential, and payment system
policies.

Bank Indonesia regularly publishes the
Monetary Policy Review after the Board of
Governors Meeting has been convened in
February, March, May, June, August,
September, November, and December. The
Review has two primary functions, namely:
(i) to provide economic data, analysis and
projections to help form and anchor rational
expectations as part of the anticipative
monetary policymaking framework; and (ii)
as a medium for the Board of Governors to
publicly explain and clarify the various
considerations underlying monetary policy
decision-making at Bank Indonesia.
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 Executive Summary

Heightened global turmoil due to the conflict in the
Middle East has worsened global economic
conditions and prospects. The closure and blockade of
the Strait of Hormuz have triggered a sharp spike in
global oil prices. Disruptions to global production,
distribution and supply chains have also edged up
other international commodity prices. Such
developments are expected to lower the global
economic growth outlook while rising global
inflationary pressures. In response, monetary policy has
tightened globally, with several central banks
beginning to hike policy rates. The US monetary policy
rate, the Federal Funds Rate (FFR), is projected not to
be cut through end-2026, while US Treasury yields
increased and are projected to rise further. In global
financial markets, deteriorating international conditions
have pushed further capital outflows from various
countries, including emerging markets, towards safe-
haven assets, particularly US bonds. This has
strengthened the US dollar index and triggered a build-
up of depreciatory pressures on both advanced
economy currencies (DXY) and emerging market
currencies (ADXY).

At home, the momentum of stronger Indonesia’s
economic growth needs to be maintained. Economic
growth accelerated from 5.39% (yoy) in the fourth
quarter of 2025 to 5.61% (yoy) in the first quarter of
2026, underpinned by domestic demand. Household
consumption increased due to greater mobility during
the national religious holiday period and the positive
impact of various Government stimuli. Government
consumption increased sharply, supported by spending
on Government-priority programs, particularly the Free
Nutritious Meals prog as well as higher personnel

expenditures through-disburse s of the 14t salary
or mandatory religious _holi Wance: }
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Investment, particularly building investment, increased
in line with the National Priority Work Program. On the
other hand, exports declined due to global economic
moderation. The performance of Indonesia’s Balance of
Payments (BoP) needs to be further strengthened amid
the worsening global economy and financial market
conditions. Bank Indonesia continues strengthening
Rupiah stabilization policy through various instruments
in response to worsening global turmoil amid high
seasonal domestic demand for foreign exchange.
Consumer Price Index (CPI) inflation remained low and
must be maintained moving forward against the
impact of deteriorating global conditions in order to
remain within the 2.5+1% target corridor in 2026 and
2027. Bank Indonesia continues strengthening its
monetary policy response to maintain Rupiah exchange
rate stability, manage inflation within the target
corridor, and bolster economic stability. Money supply
growth accelerated in line with the monetary liquidity
expansion policy pursued by Bank Indonesia.
Accommaodative macroprudential policy continues to
be pursued through the optimization of the
Macroprudential Liquidity Incentive (KLM) policy to
promote increased bank lending/financing to priority
sectors. The role of bank lending in supporting
economic growth needs to be further strengthened.
Banking system resilience remains strong in mitigating
risks arising from the impact of the conflict in the
Middle East. The growth of digital economic and
financial transactions remained high in April 2026,
supported by secure, seamless and reliable payment
systems. Payment system stability remained well
maintained, supported by stable infrastructure and a
sound industry structure.




The prospect of the global economy is weaker than
previously projected, amid rising global inflationary
pressures. Global economic growth in 2026 is
projected to be lower at 3.0%, while global
inflationary pressures are expected to rise to 4.3%.
There is a possibility that the Federal Funds Rate (FFR)
will rise in 2027 amid persistently high inflation in the
US. Furthermore, US Treasury yields for the 10 and 2-
year tenors are expected to rise further amid the
widening US fiscal deficit.

Indonesia’s economic growth is expected to remain
solid, supported by optimized Government spending
in synergy with the Bank Indonesia policy mix,
including accommodative macroprudential policy
and payment system policy to support inclusive
digital economic and financial activity. Economic
growth in 2026 is projected within the 4.9-5.7%
range. From the external side, Bank Indonesia projects
the current account deficit in 2026 within the range of
1.3% to 0.5% of GDP. Bank Indonesia is confident
that the Rupiah will remain stable and trend towards
appreciation, supported by Bank Indonesia's firm
commitment, attractive yields, and Indonesia's positive
economic outlook. CPl inflation outlook for 2026 and
2027 remains within the range of 2.5+1%, although
elevated oil prices and increases in other commodity
prices due to global turbulence could have an impact
on rising prices and inflationary pressures in the
domestic economy. Money supply growth will
continue to be managed to remain consistent with
maintaining stability while supporting economic
growth through policy synergy between Bank
Indonesia and the Government. With credit
developments up to April 2026, Bank Indonesia
projects credit growth in 2026 to remain in the
8-12% range.

Bank Indonesia

The Bank Indonesia Board of Governors Meeting,
held on 19t-20t May 2026, decided to raise the BI-
Rate by 50 bps to 5.25%, the Deposit Facility (DF)
rate by 50 bps to 4.25%, and the Lending Facility
(LF) rate by 50 bps to 6.00%. The increase constitutes
a further measure to strengthen Rupiah exchange rate
stabilization against the impact of heightened global
turmoil stemming from the conflict in the Middle East,
while also serving as a pre-emptive measure to
maintain inflation within the target corridor of 2.5£1%
in 2026 and 2027, as set by the Government. The
decision is consistent with the monetary policy focus
on stability (“pro-stability”) to strengthen the external
resilience of Indonesia’s economy against the impact of
global financial volatility. Meanwhile, macroprudential
policy and payment system policy remain directed
towards supporting growth (“pro-growth”). Bank
Indonesia continues strengthening accommodative
macroprudential policy to support economic growth by
increasing lending/financing to the real sector, while
maintaining financial system stability. Payment system
policy continues to be directed towards supporting the
digital economy and inclusive finance through broader
acceptance of digital payments, strengthening the
payment system industry structure, as well as
enhancing the reliability and resilience of payment
system infrastructure.
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CHAPTER 1

Global and Domestic

Economic

Developments

Heightened global turmoil due to the conflict in the
Middle East has worsened global economic
conditions. The closure and blockade of the Strait of
Hormuz have triggered a sharp spike in global oil
prices. Disruptions to global production, distribution
and supply chains have also edged up other
international commodity prices. In response, global
monetary policy has tightened, with several central
banks beginning to hike policy rates. US Treasury yields
increased to 4.66% (10-year tenor) and 4.11% (2-year
tenor) as of 19t May 2026. In global financial markets,
deteriorating international conditions have perpetuated
capital outflows from various countries, including
emerging markets, towards safe-haven assets,
particularly US bonds. This has strengthened the US
dollar index and triggered a build-up of depreciatory
pressures on both advanced economy currencies (DXY)
and emerging market currencies (ADXY). The
deterioration in global economic and financial
conditions necessitates a stronger fiscal and monetary

policy response, accormpanied by synergy to strengthen
external resilience, maintain ility, and support
domestic economic growfh\

e \ﬁw —7 ~

The momentum of stronger Indonesia‘s economic
growth needs to be maintained. Economic growth
accelerated from 5.39% (yoy) in the fourth quarter of
2025 to 5.61% (yoy) in the first quarter of 2026,
underpinned by domestic demand. Household
consumption increased due to greater community
mobility during the national religious holiday period
and the positive impact of various Government stimuli.
Government consumption increased sharply, supported
by spending on Government priority programs,
particularly the Free Nutritious Meals program, as well
as higher personnel expenditures through
disbursements of the 14th salary or mandatory religious
holiday allowance. Investment, particularly building
investment, increased in line with the National Priority
Work Program. On the other hand, exports declined
due to global economic moderation.




The performance of Indonesia‘s Balance of Payments
(BoP) needs to be further strengthened amid the
worsening global economy and financial market
conditions. The goods trade surplus narrowed from
USD7.6 billion in the fourth quarter of 2025 to USD5.5
billion in the first quarter of 2026. Meanwhile, capital
flows in the first quarter of 2026 recorded net outflows
of USDO0.8 billion. Such developments necessitate
stronger policy synergy between the Government and
Bank Indonesia to ensure that BOP performance
continues supporting external resilience, while
strengthening Rupiah exchange rate stability amid the
severe global turmoil caused by the conflict in the
Middle East. Bank Indonesia raised the interest rates on
Bank Indonesia Rupiah Securities (SRBI) to 6.21%,
6.31% and 6.45% for the respective tenors of 6, 9 and
12 months on 13" May 2026. The various policy
responses undertaken have attracted the return of
foreign portfolio inflows in the second quarter of 2026,
recording net inflows of USD5.5 billion (as of 18t May
2026), primarily supported by inflows to SRBI and
Government Securities (SBN) amid higher yields on
both instruments. Indonesia's reserve assets at end-
April 2026 remained well-maintained at USD146.2
billion, equivalent to 5.8 months of imports or 5.6
months of imports and servicing government external
debt, which is well above the international adequacy
standard of around 3 months of imports.

Bank Indonesia continues strengthening Rupiah
stabilization policy through various instruments in
response to worsening global turmoil amid high
seasonal domestic demand for foreign exchange. As
previously noted, global headwinds are triggering
capital outflows from emerging markets and
strengthening the US dollar, thereby placing
significant and broad-based depreciatory pressures on
nearly all currencies, including the Rupiah.
Domestically, the demand for foreign exchange in the
second quarter of 2026 has increased considerably
due to seasonal factors, including dividend payments
and external debt servicing. To maintain Rupiah
exchange rate stability, Bank Indonesia continues to
intensify foreign exchange intervention, both through
intervention in offshore NDF markets as well as spot
and DNDF transactions in the domestic market. Bank
Indonesia also strengthened the interest rate structure
of monetary instruments by raising SRBI rates, as
mentioned above, to attract portfolio inflows. Bank
Indonesia is also strengthening foreign exchange
market transaction policy through adjustments to the
cash threshold for purchasing foreign currency against
the Rupiah without underlying transactions, alongside
higher thresholds for DNDF/Forward selling
transactions, and higher thresholds for swap buying
and selling transactions, effective from April 2026. In
addition, Bank Indonesia further expanded foreign
exchange MO instruments with offshore spot and
swap instruments in Chinese renminbi (CNH) against
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the Rupiah to support Rupiah exchange rate stability
and expand trade and investment transactions using
local currency transactions (LCT). The Rupiah
exchange rate on 19" May 2026 was recorded at
Rp17,700 per US dollar, depreciating by 2.20% (ptp)
compared with the level at end-April 2026.

Consumer Price Index (CPI) inflation remained low. CPI
inflation in April 2026 was recorded at 2.42% (yoy),
lower than the 3.48% (yoy) realised in the previous
period. Core inflation moderated to 2.44% (yoy),
supported by consistent Bank Indonesia policy to anchor
inflation expectations. Administered prices (AP) inflation
decreased to 1.53% (yoy) given the end of the base
effect of the electricity tariff discount policy introduced in
2025 as well as limited adjustments to administered
prices. Volatile food (VF) inflation declined to 3.37%
(yoy), impacted by the ongoing harvesting season at
major production hubs alongside maintained food supply
across various regions.

Bank Indonesia continues strengthening its monetary
policy response to maintain Rupiah exchange rate
stability, manage inflation within the target corridor,
and bolster economic stability. As explained above,
Bank Indonesia continues strengthening Rupiah
stabilization policy through intervention in offshore
NDF markets and domestic markets through spot and
DNDF transactions, as well as secondary-market
purchases of Government Securities (SBN),
underpinned by stronger foreign exchange market
transaction policy and the expansion of foreign
exchange MO instruments. The Bl-Rate remains
oriented towards maintaining consistency with efforts
to strengthen Rupiah exchange rate stability and
achieve the 2.5£1% inflation target in 2026 and 2027.
This policy is supported by strengthening the interest
rate structure strategy of monetary operation
instruments through higher SRBI rates, as noted above,
as part of the Rupiah stabilization efforts. Bank
Indonesia also continues optimizing various pro-market
monetary instruments to attract higher foreign capital
inflows to the domestic market, thereby stabilising
Rupiah exchange rates. The position of outstanding
SRBI instruments on 18t May 2026 stood at Rp921.88
trillion, with non-resident holdings increasing to
Rp221.59 trillion (24.04% of total outstanding),
thereby contributing to maintain Rupiah stability. To
maintain adequate liquidity in the money market and
banking industry while also reflecting the close synergy
between monetary and fiscal policies, Bank Indonesia
has also purchased SBN, which in 2026 (as of 19t May
2026) amounted to Rp140.57 trillion, including
Rp73.28 trillion in secondary-market purchases.
Purchases of SBN in the secondary market are
conducted in accordance with market mechanisms, in a
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measured and transparent manner, and consistent with
the monetary program to maintain economic stability
and preserve monetary policy credibility.

Money supply growth accelerated in line with the
monetary liquidity expansion policy pursued by Bank
Indonesia. Base money (MQO) in April 2026 grew by
14.1% (yoy), up from 11.8% (yoy) in the previous
month. By component, MO growth in April 2026 was
primarily influenced by commercial bank demand
deposits at Bank Indonesia, which grew by 28.4%
(yoy), as well as currency in circulation, which increased
by 14.6% (yoy). In terms of influencing factors, MO
growth in April 2026 was driven by more expansionary
monetary operations as well as higher demand for
liquidity in the banking industry for dividend payments.
Accordingly, broad money (M2) growth in March 2026
accelerated to 9.7% (yoy) from 8.7% (yoy) in the
previous period. M2 growth was primarily influenced
by net claims on central government (NCG) and
disbursed loans.

Accommodative macroprudential policy continues to
be pursued through the optimization of the
Macroprudential Liquidity Incentive (KLM) policy to
promote increased bank lending/financing to priority
sectors. As of the first week of May 2026, the KLM
incentives received by banks amounted to Rp424.7
trillion, comprising Rp361.0 trillion allocated through
the lending channel and Rp63.7 trillion through the
interest rate channel. By bank group, the KLM
incentives received by state-owned banks totalled
Rp214.2 trillion, with Rp171.1 trillion allocated to
national private commercial banks, Rp30.6 trillion to
regional development banks, and Rp8.2 trillion to
foreign bank branches. By sector, the incentives were
primarily disbursed to priority sectors, namely
agriculture, manufacturing, and downstream sectors;
services, including the creative economy, construction,
real estate and housing; as well as the MSME,
cooperatives, inclusive, and sustainable sectors. Bank
Indonesia will continue strengthening KLM policy by
providing incentives to banks that increase financing
and funding, including non-credit financing and non-
TPF funding, as well as to banks that set
lending/financing rates in line with Bank Indonesia

policy.

The role of bank lending in supporting economic
growth needs to be further strengthened. Bank
lending in April 2026 grew by 9.98% (yoy), up from
9.49% (yoy) in March 2026. By loan type, credit growth

1 Digital payments include transactions through mobile
applications and the internet.
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was supported by investment loans, working capital
loans and consumer loans, which in April 2026 grew by
19.48% (yoy), 6.04% (yoy) and 6.13% (yoy),
respectively. Bank Indonesia projects credit growth in
2026 to remain within the range of 8-12%, supported
by optimizing still sizeable undisbursed loan facilities
totalling Rp2,551.42 trillion, equivalent to 22.57% of
available credit lines, as well as adequate bank financing
capacity, as reflected in the Liquid Assets to Third-Party
Funds (LA/TPF) ratio of 25.39% and persistently solid TPF
growth of 11.39% (yoy) in April 2026. Interest rate
efficiency in the banking industry could also be
improved further, with lending rates recorded at 8.73%
and 1-month deposit rates at 4.16% in April 2026.

Banking system resilience remains strong in mitigating
risks arising from the impact of the conflict in the
Middle East. This is indicated by ample banking liquidity,
persistently high capital capacity and low credit risk. The
Capital Adequacy Ratio (CAR) of the banking industry in
March 2026 remained high at 25.09%, indicating
strong capacity to absorb risks and support credit
growth. As an aggregate, Non-Performing Loan (NPL)
ratios in the banking industry remained low at 2.14%
(gross) and 0.83% (net) in March 2026. The results of
Bank Indonesia's stress tests indicate that banking
resilience remains strong in the face of various risks,
including the impact of global spillovers from the war in
the Middle East, supported by maintained corporate
repayment capacity and profitability. Bank Indonesia will
continue strengthening macroprudential policy and
policy synergy with the KSSK to maintain financial
system stability.

The growth of digital economic and financial
transactions remained high in April 2026, supported
by secure, seamless and reliable payment systems.
Digital payment transaction' reached 5.15 billion
transactions, growing by 42.86% (yoy) in April 2026,
supported by expanded digital payment acceptance.
Transaction volumes through mobile and internet
applications grew by 15.92% (yoy) and 22.95% (yoy),
respectively, including QRIS transactions, which
continued to post strong growth of 108.43% (yoy). This
positive performance was supported by an increase in
the number of users and merchants. On the
infrastructure side, retail transaction volumes processed
through BI-FAST reached 490 million transactions,
growing 46.09% (yoy), with a transaction value of
Rp1,219 trillion in April 2026. Meanwhile, the volume
of large-value transactions processed through BI-RTGS
was recorded at 0.91 million transactions, growing

Bank Indonesia



25.72% (yoy), while transaction value increased by
14.55% (yoy) to Rp17,520 trillion in April 2026. In
terms of Rupiah currency management, currency in
circulation grew by 14.61% (yoy) to Rp1,301 trillion in
April 2026.

Payment system stability remained well maintained,
supported by stable infrastructure and a sound
industry structure. Stable infrastructure is reflected in
the smooth and reliable operation of the Bank Indonesia
Payment System (SPBI) and industry payment systems,
as well as the adequacy of currency supply in sufficient
quantity and quality. A sound industry structure is
reflected in the strengthening interconnections among
participants in the payment system, accompanied by the
expansion of the Digital Economy and Finance (EKD)

Bank Indonesia

ecosystem. Moving forward, Bank Indonesia will
continue strengthening the payment system industry
structure, particularly risk management and the
reliability of industry participants' technology
infrastructure, in accordance with the implementation
of Bank Indonesia Regulation No. 10 of 2025 on
Payment System Industry Regulation (PBI PISP). Bank
Indonesia will continue to ensure the security and
reliability of SPBI infrastructure, both retail and
wholesale, as well as industry payment system
infrastructure. Bank Indonesia also continues to ensure
the availability of Rupiah currency in sufficient quantities
and fit-for-circulation quality throughout the territory of
the Republic of Indonesia, including frontier, outermost,
and remote (3T) areas.
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CHAPTER 2

Economic Prospects

The prospect of the global economy is weaker while
the global inflationary pressures are escalating.
Global economic growth outlook for 2026 is projected
lower to 3.0%, while global inflationary pressures
escalate to around 4.3%. Global monetary policy
response has tightened and there is a possibility that
the Federal Funds Rate (FFR) will rise in 2027 amid
persistently high inflation in the US. Furthermore, US
Treasury yields are expected to rise further amid the
widening US fiscal deficit.

From the domestic side, economic growth is
expected to remain solid. The prospect is supported
by optimized Government spending in synergy with the
Bank Indonesia policy mix, including accommodative
macroprudential policy and payment system policy to
support inclusive digital economic and financial activity.
Bank Indonesia forecasts national economic growth in
2026 within the 4.9-5.7% range.

The performance of Indonesia’s Balance of Payments
(BoP) needs to be further strengthened amid the
worsening global economy and financial market
conditions. Bank Indonesia projects the current
account deficit in 2026 within the range of 1.3% to
0.5% of GDP. Stronger policy synergy between the
Government and Bank Indonesia is required, therefore,
to strengthen the capital and financial account surplus,
thereby maintaining external resilience, while
strengthening Rupiah exchange rate stability against
the global turmoil.

Bank Indonesia will continue to strengthen policies
to maintain Rupiah exchange rate stability. Bank
Indonesia is confident that the Rupiah will remain
stable and trend towards appreciation, supported by
Bank Indonesia's firm commitment, attractive yields,
and Indonesia's promising economic outlook.




The outlook for CPI inflation in 2026 and 2027
remains within the range of 2.5£1%, although the
impact of rising global commodity prices needs to be
anticipated. Surging global oil prices and increases in
other commodity prices caused by global turmoil could
affect domestic prices and inflationary pressures. In
addition to imported inflation, inflationary pressures
could also stem from increases in administered prices,
including higher non-subsidised energy prices.
Alongside Rupiah stabilization measures, therefore,
Bank Indonesia will continue strengthening the
monetary policy mix to contain inflation within the
2.5+£1% target corridor in 2026 and 2027. Bank
Indonesia will also continue strengthening synergy with
the Government through the Central/Regional Inflation
Control Teams (TPIP/TPID) by bolstering
implementation of the Inflation Control and Food
Prosperity Movement (GPIPS).

Bank Indonesia

Bank Indonesia projects credit growth in 2026 to
remain within the range of 8-12%. This outlook is
supported by the still large amount of undisbursed
loans, adequate bank financing capacity, and
deposits that continue to grow strongly. Banking
interest rate efficiency can also be further improved.
Moving forward, Bank Indonesia will continue
strengthening the implementation of accommodative
macroprudential policy, which includes strengthening
the Macroprudential Intermediation Ratio (RIM) and
KLM policy, to continue supporting bank
lending/financing. Coordination with the
Government and the Financial System Stability
Committee (KSSK) will also continue to be
strengthened to improve the interest rate structure
and promote bank lending/financing growth.
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CHAPTER 3

Bank Indonesia Policy

Response

The Bank Indonesia Board of Governors Meeting, held
on 19th—-20th May 2026, decided to raise the Bl-Rate
by 50 bps to 5.25%, the Deposit Facility (DF) rate by
50 bps to 4.25%, and the Lending Facility (LF) rate by
50 bps to 6.00%. The increase constitutes a further
measure to strengthen Rupiah exchange rate
stabilization against the impact of heightened global
turmoil stemming from the conflict in the Middle East,
while also serving as a pre-emptive measure to maintain
inflation within the target corridor of 2.5£1% in 2026
and 2027, as set by the Government. The decision is
consistent with the monetary policy focus on stability
("pro-stability”) to strengthen the external resilience of
Indonesia’s economy against the impact of global
financial volatility.

Meanwhile, macroprudential policy and payment system
policy remain directed towards supporting growth (“pro-
growth”). Bank Indonesia continues strengthening
accommodative macroprudential policy to support
economic growth by increasing lending/financing to the
real sector, while maintaining financial system stability.
Payment system policy continues to be directed towards
supporting the digital economy and inclusive finance
through broader acceptance of digital payments,
strengthening the payment system industry structure, as
well as enhancing the reliability and resilience of
payment system infrastructure.

ANC )
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The direction of the monetary, macroprudential, and
payment system policy mix in strengthening stability
while supporting sustainable economic growth is also
reinforced by the following policy measures:

1. Strengthening the effectiveness of monetary policy
implementation to stabilise the Rupiah exchange
rate and maintain inflation in 2026 and 2027
within the 2.5%=1% target corridor, by:

i. increasing the intensity of foreign exchange
intervention to strengthen Rupiah exchange
rate stabilization through Non-Deliverable
Forward (NDF) transactions in offshore
markets as well as spot and Domestic Non-
Deliverable Forward (DNDF) transactions in
the domestic market,

. raising the interest rate structure of pro-
market monetary instruments in line with
the increase in the BI-Rate to maintain the
attractiveness of foreign portfolio
investment inflows into domestic financial
assets, and

iil. maintaining adequate liquidity in the
money market and banking system by
ensuring base money growth remains
above 10% (double digit) in line with
monetary expansion, including through
measured transactions of Government
Securities (SBN) in the secondary market.

2. Strengthening accommodative macroprudential
policy to enhance flexibility in liquidity
management and promote banking
intermediation, including through non-loan
financing and non-deposit funding sources, while
maintaining financial system stability, by:

i.  easing the Macroprudential Intermediation
Ratio (RIM) by expanding the scope and
strengthening the criteria of corporate
securities/sharia securities held and issued
by banks used as the basis for calculating
RIM, effective from 15t July 2026,

. enhancing the Macroprudential Liquidity
Incentive (KLM) policy by providing
additional incentives of up to 0.5% of
third-party funds (TPF) for banks that meet
the RIM threshold set by Bank Indonesia
but have not yet utilised the maximum KLM
incentive of 5.5%, effective from 15t August
2026,

ii.  further strengthening synergy with the
Government and other stakeholders to
promote higher lending/financing growth,
from both the banking supply side and
business sector demand side, through the

Bank Indonesia

4.

Indonesian Intermediation Acceleration
Program (PINISI), and

iv. publishing the assessment of prime lending
rate (PLR) transparency, with a focus on
interest rates based on priority sectors in
accordance with the scope of KLM policy.

Strengthening implementation of payment system
digitalisation measures in accordance with the
Indonesia Payment System Blueprint (BSPI) 2030
to further expand inclusive digital economic and
financial activities by:

i. expanding the QRIS Jelajah Indonesia 2026
program, targeting 47 million QRIS
merchants in 2026, to strengthen inclusive
digital economic and financial activity,
including MSMEs,

ii. implementing QRIS Cross-Border between
Indonesia and China to expand cross-
border digital payment connectivity
following the successful QRIS connectivity
initiatives with Malaysia, Singapore,
Thailand, Japan and South Korea,

iil. implementing the Indonesia Digital
Innovation Center (PIDI): Digdaya and
Hackathon through advanced training
programs to further expand the
development of inclusive digital business
entrepreneurship in financial services,
MSMEs, and public services as new
sources of economic growth and
employment creation.

Strengthening foreign exchange market
transaction policy by lowering the threshold for
cash purchases of foreign exchange against the
Rupiah without underlying transactions to
USD25,000 per person per month, effective from
June 2026, to support Rupiah stability and deepen
domestic financial markets.

Accelerating the implementation of money market
and foreign exchange market deepening in line
with the Money Market Deepening Blueprint
(BPPU) 2030 to support Rupiah exchange rate
stability, by :

i.  further expanding offshore Chinese
Renminbi (CNH) against Rupiah
transactions using spot and swap
instruments in the domestic foreign
exchange market, in line with the broader
use of Local Currency Transactions (LCT) for
the settlement of trade and investment
transactions, and

i.  expanding banking participation in offshore
NDF foreign exchange selling transactions
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6.

11

against the Rupiah in offshore markets for
Primary Dealers that meet Bank Indonesia
requirements.

Strengthening supervision of banks and
corporations with high levels of US dollar
purchasing activity through close coordination with
the Financial Services Authority (CJK).

Expanding international cooperation in central
banking areas, including payment system
connectivity and local currency transactions, while
facilitating investment and trade promotion in
priority sectors in cooperation with relevant
institutions.

Monetary Policy Review ¢ May 2026

Bank Indonesia also continues to strengthen policy
coordination with the Government, including close
synergy between monetary and fiscal policies, to
mitigate the impact of global uncertainty stemming
from the conflict in the Middle East on the domestic
economy, thereby maintaining stability and sustaining
economic growth. Policy synergy with the Financial
System Stability Committee (KSSK) is also strengthened
to maintain financial system stability and increase
financing for the Government's Asta Cita programs.

Bank Indonesia



Heightened global turmoil due to the war in the Middle East has worsened global economic
conditions and prospects.

Global GDP Growth
Country 2022 2023 2024 2025 2026
World 35 33 33 34 30
Advanced economies 26 17 18 19 1.7
United States 19 29 28 2.1 23
Euro Area 34 04 09 14 09
Japan 10 15 01 12 07
Emerging economies 41 44 43 44 39
China 30 52 50 50 45
India 68 11 6.5 76 65
ASEAN-5 55 40 46 45 40
Latin America 42 24 24 24 24
Emerging Euro 12 33 34 20 21

Middle East & Central Asia 54 20 24 36 26
Source: IMF WEO. *Bank Indonesia Projection
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Global PMI
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Retail Sales
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Indonesia’s Export Commodity Prices
2024 2025 2026

Commodity

Qf @ Q3 Q4 4 G Q2 Q3 Q4 225 Qf QF YO
Copper 47168 112[128] 88 [103] 43| 56 [192] 75 | 367|307 304
Codl 277|163| 02 |-113|-153|-144| 168|202 | 115|157 | 52 | 32| 22
cPO 05| 62 | 52 |313] 105|171 03 | 69 |-140| 17 |-107] 114 03
Rubber 179|443 | 406|400 | 33| 93 | 92| 76 |-146 60| 03 | 28| 174
Nickel 367(169|109] 72 |-213| 62 |477| 78 | 71 |-100{ 111 | 204 | 162
Tin 02 | 253|185 234|167 | 210| 05 | 70 | 248|128 | 522 | %60 | 445
Aminium 82 (123100169 | 74 [171]39 | 81 | 93 | 74 218|442 256
Coffee 71 (199 | 559 | 657 | 364 1007|639 | 369 | 310 | 541 |-167|-196 | 170
Others 40 (02|03 ] 01 |-02]02] 11|17 |04 07|03 07|05
'g:;’:;'::f;::er: 82|17 61|87 [ 15|29 | 50|35 49] 29| 34 |21/ 110
0i (Brent)* 8 | 85 | 60 | 75 | 8| 76| 68 |60 64| 69|t |17 @

Source: Bloomberg. *Data as of May 18, 2026
**Qil in USD/ Barrel, other commodities (%, yoy)
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Global Uncertainty Index
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Source: Bloomberg. Data as of May 18, 2026
US Dollar Performance and Risk Perception Indicators on EM
Index Indey
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380 + vs Major Currencies
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Source: Bloomberg. Data as of May 18, 2026

10 Yr UST & JGB Yield and DJIA Index

The momentum of stronger Indonesia’s economic growth needs to be maintained.

Economic Growth — Expenditure Side

Components
Household Consumption 490 494 452 499 494 4%5 497 489 51 4% 53
:‘O’Eszm'(';;‘l;“;;"c";:uw:;on WB 979 1146 606 1248 307 78 376 590 513 638
Government Consumption 2045 204 463 461 676 -122 -032 566 455 250 2181
Investment (GFCF) 398 44 516 503 A6l 212 6%9 504 612 509 59%
Building Investment 546531 602 526 551 135 489 30 3% 325 529
NonBuilding Investment 078 197 2% 440 23 4 1% 103 139 1010 78
Exports 201 889 973 836 725 591 1014 914 35 703 090
Imports 19 812 160 1126 85 357 1L15 08 3% 477 718

Source: BPS
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e m=D)]IA Index w—JST 10yr (rhs) o) GB 10yr (rhs)
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Source: Bloomberg. Data as of May 18, 2026
Capital Flow to Emerging Market
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Source: IIF
Economic Growth — Economic Sectors Side
2024 2025 2026
Ce it 2024
— LW oo v 2B
Agricutture, Forestry, and Fisheries 354 325 1.70 0.72 068 1053 166 4.93 514 533 497
Mining and excavation 931 3417 346 395 490 -1.23 203 -1.98 -1.31 -066 -2.14
Manufacture 413 395 472 489 443 455 568 554 540 530 504
Electricity and Gas Procurement 535 539 502 342 477 511 090 286 355 310 -0.99
Water Supply 444 085 004 106 157 018 082 332 -051 094 042
Construction 759 729 748 581 7.02 218 498 421 389 381 549
Wholesale Retail, Car and Motorcycle Repairs 458 487 484 523 489 504 538 546 607 549 626
Transportation and Warehousing 866 9.56 864 7.92 869 901 852 862 898 878 8.04
Provision of Accomodation, Food and Beverages 9.34 10.00 8.21 647 846 575 818 850 7.5 741 1314
Information and Communication 841 766 662 745 757 772 792 965 809 835 7.4
Financial Services and Insurance 393 790 549 174 474 398 320 077 792 396 468
Real Estate 254 216 232 297 250 294 371 395 371 358 354
Corporate Services 963 796 793 808 838 927 931 994 790 910 491
Government Administration, Defence and Compulsory Social Security ~ 18.89 2.90 396 1.16 643 479 470 433 163 386 645
Education Services 743 246 258 295 376 504 140 1059 343 499 518
Health Services and Other Social Activities 1165 859 767 520 813 578 380 683 595 559 762
Other Senvices 892 885 9.95 11.36 9.80 9.84 11.31 9.92 871 993 991
GDP 511 505 495 502 503 487 512 504 539 511 561
Source: BPS
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Growth of Regional Economic (GRDP) of the First Quarter of 2026
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Farmers’ Exchange Rate
b yoy Farmers' Exchange Rate (rhs) Crop Horticulture  —=Plantation —Livestock —=Fishery
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Source: BPS, calculated. *Data as of April 2026

Realization of State Budget (APBN)

wm w3 05 026
et :R!;:;zs = nl:‘;‘::::lﬂll bl n'TlT;:;zv m M utlni::uz‘mu g nrﬁ:’:‘u‘:mzs bt :: :wh:::zﬂuu
3z} unx‘ruumm Rt R ) (ORTON  n)  (ORTO n ORTO) )

IA. State Income and Grants 1861) 22662 2654|2480 23| 24630 2805 30051 2753 31535
1. Domesticlncome 1856 22656 2687 24626 7613 | 24626 2812 3045 27520 31529 518
1. TaxIncome 15100 17840 20346| 20012 21554 2,022 2,826| 24903 79| 26937 46271
2. NonTaxIncome 3356 816 5952| 4414 6059 M4 5795|5136 5341|4592 m1
. Grant 06 06 56 04 30 04 303 06 43 07 01
B, StateExpenitures | 3164 30955 | 30612 39| 30612 33503 36213 3514|387 8150
1. CentralGovernment Expenitures 1905 23016 22| 265 22006 | 265 20868| 27014 2603 3197 6103
1. Employee Spending. 4265 4265 04l s 423 4645|515 SoL1| 5807 1617
2. Spending for Goods. 397 397 460] 3810 4298 810 4833|4369 5469|741 1.2
3. Capital Expenditures. 1992 1992 404] 191 03| 1991 |1 241 15| m1 34
4 Paymentof Debt Oblgatons s ss 63| w14 9| w1e 44| 529 S| 594 03
5. Subsidies 270 87 58] 2985 296( 2985 819 3079 2816| 3189 522
6. Grant Expenditure: 48 48 58 00 02 00 01 02 031 04 00)
7. Social Assistance u4 4 1615 1486 1576 1486 1831 Ml 1866 1674 35
8. Other Expenditures 240 4944 439] 393 246] 393 2613 4580 W39 4898 619
I, Transfer to Regions and Village Funds 7636 8048 8162| 8147 813 817 8635| 9199 8490|6930 2048
1. Transferto Regions 016 7368 7483|447 8114|7447 7926|8489 5839| 6324 2009
2. Village Funds 6.0 680 619 00 69 00 03 710 5.0 606 38
(C. Primary Balance (462.2) (434.4) (46.4))  (156.8)] 922 (1568) (194) (633 (180 (89.7) (95.8)
. Budget Surplus/Defct (ees)  (s402) (460 (s98.2) (3a78)] (5982 fsong)|  (616.2) (6%5.)| (6891 (01)
Surpus/Defict (%60P) wy ) R s (4 [T e ) 083)

Source: Ministry of Finance
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Consumer Confidence Index

Consurner Confidence Index —Spending IDR1-2 million

Spending IDR2-5 million —Spending > DRS million
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Source: Bank Indonesia. *Data as of April 2026
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Source: Bank Indonesia. *Data as of April 2026

Manufacturing PMI
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Non-oil and Gas Exports
%, yoy
120

Agriculture

Manufacture

-4
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PP T e I 12345678 910112123 45(6/7/8 510111271234
2002 2003 2024 M5 2026 2004 2025 2026
Source: Ministry of Finance, calculated by Bank Indonesia.
*Data as of April 2026
Non-oil and Gas Imports
%, yoy
50
39.64

Consumption Goods

Capital Goods Raw Material

123/4567891011121234567891011121234

LR VAT T A A T A |
2022 2023 2024 2025 | 2026 2024 2025 2026

Source: Ministry of Finance, calculated by Bank Indonesia.
*Data as of April 2026
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Non-Oil and Gas Exports to Main Destination Countries
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Source: Ministry of Finance, calculated by Bank Indonesia

Import of Construction Goods

Nonmetallic Minerals™ Iron & Stee!

Manufactures of Metal NES™ . Sanitary, Plumbing, Fittings
Contribution, yoy
—Total Imperts of Canstruction Goads °
100

* Monmetalic Minerals: Lime, Cement & Fabricated Construction Materials, Clay Construction Waterials & Refactory Construction
Materias, bineral Wanufactures, NES, Glass, Glassuare @
** Manufactures of metals Structures & Parts of ron, Wire, Nails & Screws

L1 A I I {1 2|4 |8 8] 10 1212 [4) 6| [6 17 12 |2 [4] & [&

020 | @21 | 0@ | @23 2024 | N nz ] Ed] s 2026

Source: Ministry of Finance, calculated by Bank Indonesia.
*Data as of April 2026
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The performance of Indonesia’s Balance of Payments (BoP) needs to be further strengthened amid
the worsening global economy and financial market conditions. Bank Indonesia continues
strengthening Rupiah stabilization policy through various instruments in response to worsening
global turmoil amid high seasonal domestic demand for foreign exchange.

Indonesia’s Balance of Payments
nz 1
| 0 0l N Total | 01 WM IV Toal |
07 43 47 35 132 29 23 43 44 20 4 30 0

Fems (Billion USD)

Current Account A1 86 02 28 40 25 A8

A Gooks 13 168 176 170 627 145 100 102 114 453 83 100 82 113 398 130 106 161 102 %8
- Exparts fob 4 792 778 728 K25 668 616 35 690 277 619 623 675 TI3 M31 608 680 739 726 24
- Imporis fob 505 504 602 508 2280 521 -B16 513 452114 626 23 983 H00-233 528 974 G78 £24-206
& NoreOi and Gas 112 244 22 B0 88 100 152 80 177 678 151 152 147 178 628 188 187 209 164 N3
. Oil and Gas AT 71 45 54 MB 38 47 54 3098 53 45 44 31 M98 47 42 48 57 @3

B Services 43 50 53 54 N0 45 45 38 4B 77 42 50 42 51 M5 54 B2 44 40 8

C. Primary Income 7 40 b8 86 353 bR 92 B8 93 D B8 45 BE 80 BB B4 BE 44 L5 WD

D. Seoondary Incame: 15 15 13 16 38 14 14 13 13 34 13 14 15 16 59 16 17 17 18 67

Capial and Financial Account 20 AT 56 06 BT 40 44 D5 105 98 24 26 B0 96 130 04 42 40 83 42

1. Divect Imestment 46 85 34 34 81 44 38 27 54 44 4B D4 51 35 89 20 39 48 28 W

1 Porfolo vestment 2 36 31 AT N5 30 26 30 48 22 21 31 88 25 82 10 &1 71 45 W4

3 Oer Invesmenk 35 47 58 A5 155 34 57 42 24 5B 51 29 58 B4 84 4D 01 5B (7 42

Overall Balance A8 24 3 47 4D 65 T4 A5 85 63 60 05 B9 T8 72 0B 47 64 61 3

Memorandum:

- Reserve Assets Position 13811364 1305 1572 13721462 137.5 149 1464 1464 104 1402 1409 1557 1557 1571 1526 1487 1565 155

InMonths o Imparts & Offcial Dekt Repayment 70 64 57 59 59 62 60 60 65 &5 62 61 64 65 £S5 65 62 60 62 62

- Current Account % GDP) 02 13 14 14 10 09 47 04 04 02 A7 08 05 A3 08 4 48 41 4T W

Source: Bank Indonesia.
Provisional Figures

*Provisional Figures; ** Very

Foreign Capital Flows

Source: Bank Indonesia. Data as of May 18, 2026.
*Provisional Figures

**\/ery Provisional Figures ***incl. Global Bonds issuance
amounted to USD1.1 billion

IDR Indexes Against USD, AE Excl. US and EM Currencies

s | DR-AE excl. AS s DR, - EM s | DR-USD

Source: Bloomberg. Data as of May 19, 2026
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Trade Balance

Trade Balance (Tota

Source: BPS
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Consumer Price Index (CPI) inflation remained low and must be kept under control moving forward
against the impact of deteriorating global conditions in order to remain within the 2.5£1% target
corridor in 2026 and 2027.

CPI Inflation and Component
% yoy
14

Volatile Food 3.37
Core

CPI
Administered Prices

1234567891111 23456789101121234
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Source: BPS

Inflation Expectation
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Source: Consensus Economics

Inflation Rate across Provinces
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Source: BPS

Bank Indonesia continues strengthening its monetary policy response to maintain Rupiah exchange
rate stability, manage inflation within the target corridor, and bolster economic stability. Money supply
growth accelerated in line with the monetary liquidity expansion policy pursued by Bank Indonesia.

SRBI Outstanding Position

~ DR Trillion
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Source: Bank Indonesia. Data as of May 18, 2026
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Money Supply

%, yoy
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Accommodative macroprudential policy continues to be pursued through the optimization of the
Macroprudential Liquidity Incentive (KLM) policy to promote increased bank lending/financing to
priority sectors. The role of bank lending in supporting economic growth needs to be further
strengthened. Banking system resilience remains strong in mitigating risks arising from the impact of
the conflict in the Middle East.

KLM Incentives Disbursement The Ratio of Liquid Assets to Deposits and Capital Banking

DR Trillion % Thousand Trillion Rp
3 CAR Risk-weighted Capital (rhs) ~ LA/TPF
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400 2
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a0 # 25.39
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23
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Source: Bank Indonesia Source: Bank Indonesia
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Banking Interest Rates

Credit and Deposit Developments
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The growth of digital economic and financial transactions remained high in April
secure, seamless and reliable payment systems.

Electronic Money Transactions Volume Credit Card Transactions Volume

Million Transaction %, yoy Million Transaction
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Source: Bank Indonesia Source: Bank Indonesia
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Digital Banking Transactions Volume

Million Transaction

%, yoy
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BI-FAST and BI-RTGS Transactions Volume
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QRIS Transactions Volume

Source: Bank Indonesia

Thousand Transaction % yoy
2500,000 250
2,000,000 200
1,500,000 Growth (rhs) 150
108.43
1000000 Transaction 100
Volume
500,000 50
123456789101112‘123456789101112‘1234
2024 ‘ 2025 ‘ 2026
Source: Bank Indonesia
Currency in Circulation
Trillion Rp %
1,600 0
Growth Growth 1.301
1400 - ac (mtm, rhs) (yoy. rhs) L s
1200 - 14.61
i
1000 -
800 i
600 .
400
20 (33)
10
1234567 89101121234567891W01112123
2024 2025 2026

Monetary Policy Review « May 2026 20



BANK INDONESIA

BANK SENTRAL REPUBLIK INDONESIA

For further information:

Policy and Regulation Communication
Policy Formulation Group

Economic and Monetary Policy Department

Tel : Contact Center BICARA (+62 21) 131
Email : DKEM-KKP@bi.go.id
Website : https://www.bi.go.id


mailto:DKEM-KKP@bi.go.id

