Kenansa Economic Viewpoint

Bank Indonesia Rate Decision (21-22 July)

Unchanged at 5.75%, but Rupiah risks keep the door open

e Bank Indonesia (Bl) held its policy rate at 5.75% at

the July meeting, maintaining a pro-stability stance after I Table 1: Policy Rates in Selected Countries

100bps of cumulative tightening. The decision defied Rate Country  Central Bank Interest Rate  Date
market expectations of a further 25bps rate hike (Last Change)
— Bl also held the deposit and Lending Facility 2.50% (+0.25%)  New Zealand Official Cash Rate Jul-26
Rates at 4.75% and 6.50%, respectively. 2.75% (+0.25%)  South Korea Base Rate Jul-26
- Statement highlight: Bl reiterated that the current 5.75% (+0.25%)  Indonesia Bl Rate Jun-26
policy rate remains consistent with efforts to 4.75% (+0.25%)  Philippines  Target Reverse Repurchase  Jun-26
“further strengthen Rupiah stability amid 1.00% (+0.25%) Japan Overnight Call Rate Jun-26
persistently elevated global uncertainty” while 2.25% (+0.25%)  Euro Area Key Deposit Facility Rate ~ Jun-26
keeping inflation within its 1.5% — 3.5% target 4.35% (+0.25%) Australia Cash Rate May-26

range in 2026-2027. The statement shifted focus 1.00% (0.25%) Thailand Repo Rate Feb-26
toward non-rate measures: broader incentives to ' '

. g 3.75% (-0.25%) UK Base Rate Dec-25
attract foreign portfolio inflows, deepen money and 350% - 3.75%
FX markets, and reduce liquidity segmentation in RO USA Funds Rate Target Dec-25

| 0,
the banking system. Bl also expanded its FX (0.25%)

e . . 2.25% (-0.25%) Canada Overnight Rate Oct-25

stabilisation toolkit and macroprudential support to . ) ) , )
reinforce this policy mix. 2.75% (-0.25%) Malaysia Overnight Policy Rate Jul-25
3.00% (-0.10%) China Loan Prime Rate (1Y) May-25

e Rupiah stability remains the key policy priority amid
renewed global volatility linked to US-Iran tensions

— GDP: BI kept its 2026 growth forecast at 4.9% —
5.7%, supported by resilient domestic demand (government spending, household consumption and investment).
Continued fiscal support, social assistance measures and infrastructure-related spending should underpin growth,
though Bl acknowledged the need for stronger investment.

— Inflation: Bl maintained its commitment to keep inflation within 1.5% — 3.5% in 2026-2027. However, price
pressure is building: June inflation accelerated to 3.34% (May: 3.08%), driven by higher administered energy prices
and persistent food inflation.

— Rupiah: The Rupiah remained broadly stable at IDR17,923 against the USD (as of 21 July), despite renewed
pressure from Middle East tensions and expectations of Fed tightening bias. Bl attributed the resilience to active
FX intervention and higher Bank Indonesia Rupiah Securities (SRBI) yields, which drew stronger foreign
participation. Even so, the Rupiah has depreciated by 7.4% YTD against the USD, underperforming most regional
currencies, including the Baht (-7.0%), Peso (-4.9%), and Ringgit (-0.8%).

e Bl retains a tightening bias, but non-rate measures reduce immediate pressure for another hike

— Policy outlook: Bl policy stance remains highly sensitive to global markets developments. Key risks include

elevated oil prices, persistent geopolitical tensions, higher US Treasury yields and the possibility of earlier Fed
tightening. Renewed capital outflows and sustained Rupiah weakness would keep the door open for another rate
hike, though the timing depends mainly on exchange rate developments.
USDIDR year-end forecast (17,200; 2025: 16,694): We maintain our expectation for a gradual Rupiah recovery
towards year-end, supported by Bl's aggressive currency stabilisation measures, improving portfolio inflows and
ample foreign reserve buffers. New investment incentives should further strengthen capital inflows and support the
currency. Even so, gains are likely to stay gradual amid persistent geopolitical risks, elevated oil prices, higher US
yields, potential Fed tightening, and the risk of renewed portfolio outflows.

Source: Bloomberg, Kenanga Research
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| Table 2: Board of Governor (BOG) Meeting Schedule for 2026/ KIBB Outlook

No. Date KIBB Research Outlook Bl Decision
1st 20-21 January (Tue and Wed) o No change No change
2nd 18-19 February (Wed and Thu) M No change No change
3rd 16-17 March (Mon and Tue) o No change No change
4th 21-22 April (Tue and Wed) o No change No change
5th 19-20 May (Tue and Wed) M 25 bps hike 50 bps hike
6th 9 June (Tue) - Off schedule o} N/A 25 bps hike
7th 17-18 Jun (Wed and Thu) M 25 bps hike 25 bps hike
8th 21-22 July (Tue and Wed) M 50% chance of 25 bps hike No change
9th 18-19 August (Tue and Wed) O 50% chance of 25 bps hike
10th 22-23 September (Tue and Wed) O 50% chance of 25 bps hike
11th 20-21 October (Tue and Wed) O No change
12th 17-18 November (Tue and Wed) O No change
13th 15-16 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
solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or employees
may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or otherwise, and may
receive brokerage fees or act as principal or agent in dealings with respect to these companies. Kenanga Investment Bank Berhad being a
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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