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Indonesia’s Trade Surplus Ends After Six Years

Indonesia's trade balance unexpectedly swung into a deficit of USD1.61 bn in May ‘26 (Cons: USD1.10 bn, KBVS: USD1.20 bn, Prev:
USD0.09 bn), marking the country's first monthly trade deficit after 72 consecutive months of surpluses and the largest deficit
since Apr '19. The deterioration was primarily driven by a sharp contraction in exports, which fell to -5.73% YoY (Cons: 4.00% YoY,
KBVS: -, Prev: 21.98% YoY), while imports remained elevated at 22.16% YoY (Cons: 18.00% YoY, KBVS: -, Prev: 22.49% YoY). The
combination of weaker export momentum and resilient import demand points to a temporary deterioration in Indonesia's external

balance, reflecting softer global demand alongside still-robust domestic economic activity.

The primary downside came from the export side, where export value declined -5.73% YoY to USD23.20 bn, mainly due to weaker
non-oil and gas exports, which fell -4.50% YoY. The decline was largely attributable to lower exports of precious metals, jewellery
and gemstones, metal ores, and iron and steel. From a sectoral perspective, manufacturing recorded the largest drag, declining -3.59%
YoY (-2.88 ppts from overall export growth), mainly due to weaker shipments of jewellery and precious articles, palm oil products,
electrical equipment, and non-ferrous base metals. Meanwhile, exports from the mining sector contracted -7.03% YoY following lower
copper ore exports, while agricultural exports fell -20.43% YoY due to weaker fruit shipments. The broad-based weakness suggests that
Indonesia's export sector continued to face pressure from softer global commodity demand despite resilient energy prices during the

month.

On the import side, import value increased 22.16% YoY to USD24.81 bn, mainly driven by a 70.78% YoY surge in oil and gas
imports, while non-oil and gas imports remained robust, rising 14.89% YoY. The increase was primarily supported by higher imports
of raw and auxiliary materials, which expanded 25.17% YoY (+17.41 ppts to overall import growth), reflecting sustained demand for
industrial inputs. Among major commodity groups, imports of machinery and mechanical appliances, electrical machinery and
equipment, as well as plastics and plastic articles continued to record solid growth. Elevated global crude oil prices during May '26,

coupled with Rupiah depreciation, further increased Indonesia's import bill during the month.

External factors contributing to the trade deficit include elevated global oil prices during May ‘26 due to geopolitical tensions in
the Middle East, softer global commodity demand, and lower export values of coal, steel products, and other mining commodities.
During the escalation of the Israel-Iran conflict, concerns over potential disruptions to oil shipments through the Strait of Hormuz, which
carries around 20% of global oil trade, caused Brent crude oil prices to rise sharply, peaking at USD114.44/bbl on 4 May 26, causing
higher risk premiums in the region. The increase in global oil prices subsequently raised Indonesia's oil and gas import bill, while higher
freight costs, maritime insurance premiums, and logistics expenses further increased the cost of imported goods. At the same time,

weaker global demand and lower commodity prices reduced export earnings, particularly for Indonesia's mining-related products.

Since China remains Indonesia’s largest export destination, accounting for 25.90% of Indonesia's non-oil and gas exports, the
moderation in China's industrial activity and commodity demand has also weighed on Indonesia's export performance. In addition,
China has introduced stricter regulations governing its domestic thermal coal market for 2026, encouraging greater reliance on domestic
coal production through long-term supply contracts with local producers rather than with foreign firms. Furthermore, several Chinese

coal buyers reportedly postponed June import purchases following Indonesia's implementation of its one-stop export policy, which took
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effect on 1 Jun '26. The policy created uncertainty regarding export procedures and transaction timelines, prompting buyers to
temporarily delay purchases while awaiting further regulatory clarity. Although these delays are expected to be temporary rather than

permanent cancellations, they have nevertheless weighed on Indonesia's coal export performance in the near term.

Domestic factors influencing the trade deficit include the depreciation of the Rupiah, which has increased import costs, continued
domestic demand for intermediate and capital goods, and rising fuel import requirements. The weaker exchange rate, which hit a
record low of IDR18,175/USD on 8 Jun '26 and weakened by 3.24% MoM in May, has increased the cost of importing fuel, machinery,
electronic equipment, and industrial raw materials, while resilient domestic investment activity has continued to support imports of
capital and intermediate goods. Together, these factors have widened Indonesia's import bill and therefore reduced the overall trade

balance.

Outlook

Following the decline in global oil prices since mid-Jun ‘26, we expect Indonesia's trade balance to gradually return to surplus
over the coming months. The easing of geopolitical tensions in the Middle East has led to lower crude oil prices, which should help
reduce Indonesia's oil and gas import bill. In addition, improving shipping conditions are expected to gradually lower logistics and
freight costs, providing further support to the trade balance. Nevertheless, the recovery is likely to be gradual rather than immediate,

as import demand is expected to remain relatively resilient, supported by continued strength in domestic economic activity.

On the export side, challenges are expected to persist. Although external conditions have improved, China's weaker industrial activity
and softer commodity demand are likely to continue weighing on Indonesia's export performance. Furthermore, ongoing discussions
regarding Indonesia's coal export policy and stronger domestic supply obligations could potentially limit future coal export growth. As

a result, export recovery is expected to remain relatively subdued despite the improvement in global energy markets.

Domestic factors will also remain a key determinant of Indonesia's external balance. The depreciation of the Rupiah has increased
the cost of imported goods, particularly fuel and industrial inputs. However, resilient domestic demand, especially for energy
consumption, is expected to keep import growth relatively elevated. Meanwhile, Indonesia's Manufacturing PMI declined into contraction
territory at 46.9 in Jun '26 (Prev: 50.0), signaling weaker manufacturing activity. This slowdown is expected to reduce imports of
machinery, capital goods, and raw materials in the near term, partially offsetting the upward pressure on imports from stronger domestic

demand.

Nevertheless, downside risks remain: a) stemming from renewed geopolitical tensions; b) volatility in global commodity prices;
c) weaker-than-expected demand from Indonesia’s major trading partners, d) evolving global trade policies, and e) ongoing
domestic deindustrialization. These factors are likely to continue weighing on Indonesia's external sector and could result in further

volatility in the country's trade performance.
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Fig 1. Trade Balance Fig 2. Export and Import Growth
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Table 1. Indonesia's Trade Balance

Indicators Value Growth
(USD bn) (%)

Latest M-1 MoM YoY
Total Export (FOB) 23,20 25,30 -8,30 -5,73
Oil and Gas 0,76 1,16 -34,38 -31,76
- Crude Oil - 0,07 -100,00 -100,00
- Processed Qil 0,41 0,56 -26,10 4,05
- Gas 0,35 0,53 -34,85 -44,57
Non-Oil and Gas 22,45 24,15 -7,05 -4,50
- Agriculture, Forestry, and Fisheries 0,50 0,45 11,31 -20,43
- Manufacturing 19,05 20,59 -7,46 -3,59
- Mining & Others 2,89 3,11 -6,99 -7,03
Total Import (CIF) 24,81 25,21 -1,59 22,16
Oil and Gas 4,51 4,60 -1,82 70,78
- Crude Ol 0,70 1,09 -35,56 -4,06
- Processing Oil 3,81 3,51 8,68 99,49
- Gas 0,00 0,00 0,00 0,00
Non-Oil and Gas 20,30 20,62 -1,53 14,89
Import Based on the Goods Usage
Classification
Consumption Goods 2,23 2,43 -8,42 21,99
Raw/Auxiliary Materials 17,58 18,65 -5,72 25,17
Capital Goods 5,00 4,13 21,12 12,7
Trade Balance -1,61 0,09 -1907,18% -137,45%
Oil and Gas Trade Balance -3,76 -344 9,10% 145,53%
Non-Oil and Gas Trade Balance 2,15 3,53 -39,24% -63,18%

Sources: BPS, KBVS Research — treated (2026).

Table 2. Indonesia’s Non-Oil and Gas Main Trading Partner in May ‘26

Trade Balance
T Share Export Share Import e G G Latest
From Indonesia (%) To Indonesia (%) i i PMI Manufacturing
with Indonesia
China 25,90 41,83 -2.692,10 51,8
Japan 5,64 5,51 263,90 54,9
us 11,56 4,54 1.665,70 55,7
India 6,74 2,22 897,20 54,5
Thailand 1,27 535 -571,50 51,2
South Korea 3,19 3,56 -51,00 54,8
Singapore 1,95 2,40 -302,90 56,1
Malaysia 3,02 4,02 91,90 51,0
Australia 4,25 2,71 410,60 49,9
Taiwan 3,65 4,11 -122,30 52,6
Germany 0,78 1,60 -275,50 50,0
Netherlands 2,19 0,36 465,00 55,9
Italy 1,08 0,77 123,00 52,9
Total 13 Countries 71,22 78,98 -98,00
Others 28,78 21,02 2.244,40
Total 100,00 100,00 2.146,40

Sources: BPS, KBVS Research — treated (2026).
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