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- Bank Indonesia Raises Its Benchmark
. Interest Rate by 0.50% in September 2022

- Bank Indonesia Survey Predicts Inflation
to Jump to 5.9% in September 2022 after
the Gov’t Raised Subsidized Fuel Prices

- US Federal Reserve Expected to Remain
Hawkish up to 2024
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Preface

In addition to our reports, Indonesia Investments sends updates on key economic,
political or social developments to our subscribers to make sure that our subscribers
do not miss out on vital information. Topics in these updates will often be discussed

in more detail (and in an updated form) in forthcoming monthly reports.

Content in this update is copyright of Van Der Schaar Investments B.V. (all rights
reserved), except when indicated otherwise (the majority of pictures are obtained
from Pixabay). Our permission is required by those who seek to publish or distribute

(parts of) the content in this update (Dutch law applies).!

Disclaimer

Lastly, we would like to emphasize that - although we strive to present accurate, up-
to-date, and objective information in our updates - Indonesia Investments cannot
guarantee the accuracy of all data and information that is included in this update.
We also do not intend to provide legal, investment, tax, or accounting advice through
the contents of this update, and therefore the reader should not perceive this update
as such. In short: Indonesia Investments cannot be held responsible for decisions

made based on the content of this update.

1 CV Indonesia Investments owns the exclusive right to sell and distribute reports/updates of

Indonesia Investments on the markets in the Asia-Pacific (including Indonesia).
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- Monetary Policy -

Bank Indonesia Goes for 0.50 Percent Interest Rate

Increase at the September 2022 Policy Meeting

Key Points:

= Bank Indonesia raised its benchmark interest rate by 0.50 percent to 4.25 percent

at the September 2022 policy meeting;

» This decision comes one day after the US Federal Reserve imposes its third straight

0.75 percentage point rate hike, while indicating it remains hawkish up to 2024;

* Indonesia could see headline inflation accelerate to 5.9 percent (y/y) in September
2022 as a consequence of higher subsidized fuel prices. Bank Indonesia expects

inflation to return to its target range (2.0 — 4.0 percent) in the second half of 2023.

As Indonesia’s central bank (Bank Indonesia) was very late in terms of tightening its
monetary policy amid the latest global tightening cycle — and the US Federal Reserve
continued its hawkish stance with another 0.75 percentage point hike in September

2022 - it has some catching up to do.

And so, it was not so much the question whether or not Bank Indonesia would raise
its benchmark interest rate (the Bl 7-day reverse repo rate) at its September 2022

policy meeting, but more whether it would be a 0.25 percent or 0.50 percent hike.
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It turned out to be the second option. After concluding its two-day policy meeting on
22 September 2022, Bank Indonesia announced that the key rate was raised from
3.75 percent to 4.25 percent. Meanwhile, Indonesia’s central bank also raised the
deposit facility and lending facility rates by 50 basis points (bps) to 3.50 percent and

5.00 percent, respectively.

In a statement that was released immediately after the meeting, Bank Indonesia said
the decision to raise its rates “was taken as a front-loaded, pre-emptive and forward-
looking measure” and to guide national core inflation back to the target range of 2.0-
4.0 percent year-on-year (y/y) by the second half of 2023, while at the same time
safeguarding rupiah exchange rate stability amid the ongoing high degree of global

financial market uncertainty.

Bank Indonesia’s Benchmark Interest Rate:
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After the 0.25 percentage point rate hike in August 2022, it was Bank Indonesia’s
second consecutive interest rate hike (after having left its benchmark interest rate

unchanged since March 2021).

International Context

Bank Indonesia’s decision to opt for a 0.50 percent rate hike is obviously related to
global developments (most notably the monetary policy decisions made by the US
Federal Reserve) as rising rates in the US encourage capital outflows from emerging
markets (including Indonesia) due to more attractive US yields. By deciding to raise
its key rate Bank Indonesia maintains a differential between the Indonesian and US

interest rates (although the differential narrowed significantly in recent months).
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This is the introduction of the article. In case you would like to buy the full
article, you can contact us through info@indonesia-investments.com or

+62.882.9875.1125 (including WhatsApp text messages).
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