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Bl Rate Maintained at 4.75% to Navigate Inflationary Headwinds and Rupiah Volatility

Bank Indonesia (Bl) decided to keep the Bl Rate unchanged at 4.75% (Cons: 4.75%, KBVS: 4.75%, Prev: 4.75%) and maintained a highly cautious
policy stance. This defensive decision is driven by the immediate need to navigate rising upside risks to domestic inflation alongside ongoing Rupiah
volatility in the foreign exchange market. Against this complex backdrop, maintaining the current benchmark rate allows the central bank to execute a
precise balancing act: anchoring inflation expectations and safeguarding currency stability, while simultaneously preserving the monetary space needed

to support underlying economic growth.

The transmission of global geopolitical shocks to the domestic market operates through a clear chain of imported inflation and capital flow
uncertainties. Geopolitical tensions, particularly the escalating conflict in the Middle East, continue to disrupt global supply chains and push global
commodity and energy prices significantly higher. Brent crude averaged USD103/barrel in Mar '26, reflecting a sharp increase of 45.1% MoM and 41.9%
YoY. As of 21 Apr ‘26, Brent traded at USD95.75/barrel, having touched nearly USD128/barrel on 2 Apr ‘26 at the peak of the Hormuz closure. This sticky
external inflation environment inherently limits the room for global monetary easing, forcing foreign investors to continuously reassess global risk

premiums.

As a direct result, the Rupiah remains highly volatile amid persistent external pressures. Through April, the USD/IDR pair exhibited extreme volatility,
ranging between IDR16,400 and IDR17,189. The currency hit a high of IDR17,189/USD on 18 Apr ‘26, marking a depreciation of approximately 6.8% ytd
from its opening level of around IDR16,100/USD. This extreme volatility occurs as panicking capital flows create uncertainties across emerging market

assets and trigger a flight to safety.

On the fiscal front, the government responded to elevated global oil prices by sharply increasing non-subsidized fuel prices (Pertamina Dex to
IDR23,900/litre, Dexlite to IDR23,600/litre, Pertamax Turbo to IDR19,400/litre), while maintaining subsidized fuel prices through year-end. This price
hike is projected to save approximately IDR15.6 tn per year in APBN compensation costs. To absorb the remaining fiscal gap from high crude prices, the
government has identified IDR121.2 tn to IDR130.2 tn in potential budget reprioritization alongside an Accumulated Cash Surplus (SAL) of IDR420.0 tn.

Bank Indonesia is accounting not only for imported inflation from global commodities but also for domestic risks like El Nifio, which could disrupt
food supply and push volatile food prices higher. By holding the benchmark rate steady, the central bank aims to anchor inflation expectations and

prevent supply shocks from spreading into broader inflation.

Maintaining the current rate balances external pressures and domestic growth needs, avoiding capital outflows and currency instability from a rate
cut, while not constraining credit and consumption with a hike. This stance gives Bank Indonesia flexibility to respond to global developments while

sustaining domestic economic momentum.

Strategic Outlook: Intensified Stabilization Measures, Liquidity Support, and Inflation Control

To structurally defend the Rupiah amid persistent capital flow uncertainties, Bank Indonesia is actively deploying alternative policy instruments
and intensifying its stabilization measures. The central bank is executing a comprehensive intervention strategy across the domestic spot market and
Domestic Non-Deliverable Forward (DNDF) transactions. This targeted approach is designed to mitigate currency speculation and smooth out the ongoing
Rupiah volatility driven by persistent external pressures. This continuous market presence is vital to anchor offshore investor confidence and prevent

imported inflation from accelerating.

Concurrently, Bl is highly vigilant regarding the rising inflation risks driven by the potential El Nifilo weather disruptions. To control these sensitive
food prices, Bl is strengthening its synergy with the Central and Regional Inflation Control Teams (TPIP/TPID). These collaborative efforts are strictly
focused on ensuring smooth logistics distribution, resolving regional supply bottlenecks, and securing staple agricultural commodity stocks to counter

any weather-induced supply shocks in the market before they impact headline inflation figures.

Furthermore, to ensure the real sector maintains adequate access to funding and business operations continue smoothly, Bl continues to optimize
its macroprudential policies. By injecting targeted Macroprudential Liquidity Incentives (KLM) into the banking system, the central bank ensures that
structural credit expansion continues. These incentives are specifically directed toward labour-intensive sectors, MSMEs, and priority industries, ensuring
that the engine of domestic consumption is not stalled by external constraints. This targeted approach allows Bl to protect the currency and control

inflation while ensuring bank credit continues to fuel our economic growth momentum.

Overall, maintaining the policy rate at this time reflects a careful and forward-looking stance, perfectly balancing currency defence, food inflation

control, and macroeconomic resilience amid an increasingly uncertain global environment.
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Table 1. Interest Rate Data Fig 1. Fed Rate
22-Apr-26 Monthly Ytd el
Indicators Changes Changes
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(in bps) (in bps) ’
Policy Rate (in %)
United States 3,75 3,75 0,0 (175,0)
European Union 2,15 2,15 0,0 (235,0)
United Kingdom 3,75 3,75 0,0 (150,0)
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Global Monetary Policy Change (in number of countries)
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Domestic Interbank Money Market (in %)
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Fig 3. US CPI Inflation Fig 4. Indonesia CPI Inflation
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Fig 5. Indonesia Portofolio Flow Fig 6. Indonesia FX Reserves
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Table 2. Fed Rate Probabilities, as of 22 Apr ‘26

MEETING DATE
250-275 275-300 300-325 325-350 350-375 375-400

29-Apr-26 0,0% 0,0% 0,0%
17-Jun-26 0,0% 0,0% 0,0%
29-Jul-26 0,0% 0,0% 0,1%
16-Sep-26 0,0% 0,0% 1,0%
28-Oct-26 0,0% 0,1% 2,2%
09-Dec-26 0,0% 0,4% 4,9%
27-Jan-27 0,0% 0,6% 6,0%

17-Mar-27 0,1% 1,0% 7,7%
Source: CME Group — treated (2026)
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