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Bank Indonesia Rate Decision

Policy rate held steady to stabilise the rupiah amid global uncertainties

Economic Viewpoint

 Bank Indonesia (Bl) maintained its policy rate | Taple 1: Policy Rates in Selected Countries
at 6.00% at its eleventh Board of Governor
meeting this year, in line with expectations. (Lasthﬁznge) Country  Central Bank Interest Rate  Date
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weak rupiah limits room for easing Source: Bloomberg, Kenanga Research

— GDP: The 2024 growth forecast remains
unchanged at 4.7% - 5.5% (2023: 5.1%) and is expected to increase in 2025, supported by government and
household consumption alongside rising investment. While the 2025 growth target has not been disclosed, we
expect it to remain steady amid global economic and financial uncertainties.

— Inflation: Bl expects inflation to remain at 1.5% - 3.5% for 2024 and 2025 (2023: 3.7%). Notably, inflation slowed
to 1.71% in October (Sep: 1.84%), the lowest in three years, driven by higher food supply from the ongoing harvest
season. Bl expects inflation to remain stable, supported by the domestic capacity to meet domestic demand. We
share this view with the likelihood that inflation will settle below our target of 2.7%.

— Rupiah: As of November 19th, the rupiah has depreciated 2.8% against the USD compared to the end of 2023.
While this decline milder than the peso (-6.3%), it underperformed the ringgit and baht, which strengthened by
2.7% and 1.1%, respectively. Bl attributes this pressure to changes in US political developments.

e Monetary easing push to 2025 amid rupiah vulnerabilities to global uncertainty

— Policy stance: Rising global financial uncertainty, geopolitical tensions, and China's weak economic recovery are
expected to keep Bl's monetary policy unchanged in the near term. The current stance aims to support the
vulnerable rupiah despite anticipated US Fed rate cuts in the coming months. However, we expect policy easing
to resume in 2025 as the rupiah stabilises.

— Room for easing: We believe Bl has room for monetary easing in 2025 to support growth, particularly as a sign
of a slowing economy emerge. GDP growth moderated to 4.95% 3Q24 in (2Q24: 5.05%), lagging behind Vietham
(7.4%; 2Q24: 7.1%) and Malaysia (5.3%; 2Q24: 5.9%).

— USDIDR year-end forecast (15,631; 2023: 15,493): We maintain the year-end forecast as the rupiah remains
weak due to rising geopolitical tensions and renewed USD strength. Nevertheless, we still expect slight
appreciation from current levels by year-end, backed by expected US Fed rate cuts.
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| Table 2: Board of Governor (BOG) Meeting Schedule for 2024/ KIBB Outlook

No. Date KIBB Research Outlook Bl Decision
1st 16-17 January (Tue and Wed) M No change No change
2nd 20-21 February (Tue and Wed) | No change No change
3rd 19-20 March (Tue and Wed) M No change No change
4th 23-24 April (Tue and Wed) o No change 25 bps hike
5th 21-22 May (Tue and Wed) o No change No change
6th 19-20 Jun (Wed and Thu) M No change No change
7th 16-17 July (Tue and Wed) | No change No change
8th 20-21 August (Tue and Wed) M No change No change
9th 17-18 September (Tue and Wed) M No change 25 bps cut
10th 15-16 October (Tue and Wed) o} 25 bps cut No change
11th 19-20 November (Tue and Wed) M No change No change
12th 17-18 December (Tue and Wed) O No change

Source: Bank Indonesia, Kenanga Research
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This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This document
is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. Kenanga
Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document or any
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full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider with respect to a security
that may also fall under its research coverage.
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