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FX Flash

IDR: Bl Holds Rate with USDIDR
Staying Ranged

Bank Indonesia (Bl) Holds Rates, Maintain Our Forecasts

Bank Indonesia (Bl) in line with the consensus (according to the
Bloomberg survey) held rates at 5.75% although our own in-house
economist had been expecting a cut of 25bps. Despite, the
majority of economists seeing the possibility of no move, the
market in general appeared to have been expecting a cut ahead
of the meeting. Indo GB yields had been on a decline whilst the
IDR had been underperforming in recent sessions.

The central bank had noted that the decision was to encourage
growth and keep inflation within the target range of 1.5 - 3.5%
whilst also ensuring IDR stability in line with the fundamentals.
In the statement, they had mention that they had also taken into
account global uncertainty. Bl also sees 2025 GDP growth
between 4.7 - 5.5% whilst inflation would stay within the target
of 1.5 - 3.5%. They also did recognize that the Fed policy cut may
be more limited this year, expecting only another 25bps of
reduction from them in 2H 2025.

However, we do not believe that the central bank is exactly
substantially deviating from a dovish tone. Bl actually still sees
that there is room for further cuts albeit that it would depend on
the global economic situation. Governor Perry Warjiyo had also
noted that the central bank would support the government’s
priority programs. The decision to not move this time could be a
reflection that the central bank is determined to keep finely
balancing growth support with the IDR stability. The latter goal
of IDR stability looks to be the main driver this time to hold,
especially as the Governor did say, “stability is the most
important thing for our economy to continue growing” and why
they “continue to be in the market and maintain the stability of
the rupiah”. USDIDR has been holding within a range of 16200 -
16400 since the start of the year as the authorities continue to
be in the markets daily whilst managing expectations of rate
cuts. Going forward, the central bank decision would continue to
have to factor in the pace of IDR movements whilst they keep a
close eye on both the growth and inflation metrics. Our
economist is expecting that Bl would cut rates by another further
50bps this year to 5.25%.

Regardless of the decision today by the central bank, we continue
to hold to our forecasts for the USDIDR. This points to a trajectory
of trading higher in 1H 2025 before coming off in 2H 2025 and
stabilizing. The pair’s movement would be in line with other
USDAsian pairs amid a persistently uncertain global environment
where Trump has been consistently threatening to impose more
tariffs. Even amid some market hope for trade negotiations at
this point, there are certainly risks that the trade war between
all sides can again intensify. Trump himself has also made early
Apr a deadline for several important trade developments that
include a study due on China’s compliance with previous trade
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deals in addition to another one on reciprocal tariffs to be proposed. Also,
it would also be known then whether the 25% tariff on Canada and Mexico
would still carry on and if the 25% tariff on autos, chips and
pharmaceuticals would come into force. Meanwhile, we also stay wary of
how any Ukraine peace deal would pan out to be and its impact on Euro
and USD appetite.

In the very near term, USDIDR looks like it could trade within 16200 - 16400
and the possibility of a move to the lower end of the range can occur if
the broad dollar can come off further. The latter cannot be ruled out if
trade negotiation hopes can hold up and US data does not come out too
strongly. Key support levels for the pair stands at 16200 (bottom of the
recent range) and 16000. Resistance is at 16400 (top end of recent range)
and 16478 (2024 high). Momentum indicators are pointing towards the
downside. On the fixed income side, we note that SRBI non-resident
ownership looks stable even as rates have dipped. 10Y yield differential
also remains stable also giving support for the USDIDR to stay sideways.

Table 1: USDIDR Forecasts

Forecast 1Q 2025 2Q 2025 3Q 2025 4Q 2025
USDIDR 16800 17000 16500 16500
SGDIDR 12353 12364 12132 12268
MYRIDR 3652 3617 3626 3708

Chart 1: SRBI Non-Resident Ownership Generally Stable Even as Yields
Have Declined
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Chart 2: Overall Portfolio Outflows So Far for Feb 2025 more Tepid,
Limiting IDR Weakness
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Chart 3: USDIDR Likely to Range Between 16200 - 16400 in the Very
Near Term
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