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 Bank Indonesia’s FX reserves stood at USD 144.0 Bn in February 2024, declining by USD 1.1 

Bn (see Panel 1). Part of this decline can be explained by maturing sovereign global bonds, 

to the tune of USD 0.47 Bn, but this is not the only part of the story. 

 The other part probably involved BI intervention in the market, as the Rupiah remains under 

some pressure especially in the last weeks of February. Market expectations on Fed rate cuts 

– practically euphoric since December – dissipated after a series of data revealed resilience 

in both US economic performance and inflation. 

 This explained the USD 0.61 Bn outflows from the Indonesian bond market, which offset the 

USD 0.55 Bn inflows into the equity market. Indeed, if not for a strong but short-lived post-

Election bounce in the stock market, the pressure on the Rupiah could have been even more 

palpable. 

 Given the relatively moderate pressure and the still-reasonable expectation that the Fed is 

going to ease policy later in the year, it is sensible for BI to not make a drastic reaction and 

simply smooth things out through FX interventions. Indeed, if anything, BI has been doing a 

measure of policy easing by buying sovereign bonds (SBN) recently. 

 This purchase is not without reason, given that banks have been switching away from SBN to 

acquire higher-yielding SRBI. BI, then, had to take up the SBN as foreign demand has been 

weak while the government has been making sizable net issuance to finance their (front-

loaded) fiscal spending. 

 Interestingly, the switch towards SRBI is paralleled by a similar switch towards SVBI/SUVBI 

(the FX version of SRBI) from FX swaps. This supported our argument a few months ago, that 

Executive Summary 

 Bank Indonesia’s FX reserves stood at USD 144.0 Bn in February 2024, declining by USD 1.1 

Bn. The decline can be attributed to the maturing sovereign global bonds and FX intervention 

amid renewed pressures on the Rupiah. 

 The post-Election bounce in the stock market proved short-lived, and was offset by outflows 

from the bond market due to growing uncertainty in Fed rate outlook as well as fiscal deficits 

both in the US and Indonesia. 

 BI’s response to the situation is unlikely to be drastic, making it crucial that it now has ample 

FX reserves to ride the choppy market relatively smoothly. 
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SVBI/SUVBI may have limited impact on total FX liquidity, but simply usurp the position of 

“traditional” instruments like swaps and term deposits. 

 For all our hand-wringing about FX liquidity, we do not see the reserves data as necessarily 

a bad sign for our trade surplus in February, which we expect to remain within the range of 

USD 1.5 – 3.0 Bn. In fact, there is now some possibility that the surplus could widen again in 

March, as the prices of metals such as nickel and gold are now rising again, thereby boosting 

Indonesian exports. 

 Concerns remain, however, regarding the financial account. The pace of FDI has been slowing 

down, while the bond market in particular remains in wait-and-see mode, as they await 

resolution over three key (domestic and global) issues: (1) Fed rate outlook, (2) US federal 

deficit outlook, and (3) Indonesian fiscal outlook under the incoming Prabowo administration. 

Another wave of dividend repatriation is also coming in Q2.   

 Overall, we think the BI Rate will likely stay put in the coming months, barring any extreme 

moves in the global market. Under these circumstances, BI would probably continue to rely 

on FX interventions, making it crucial that its FX coffers remain substantial (equivalent to 6.3 

months of imports and government debt repayment). 
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Panel 1. FX reserves declined, partly due to BI intervention to stabilize the Rupiah 
 

Panel 2. There has been a shift from FX swap to SVBI/SUVBI due to the higher yields at 
comparable maturities 

 

Source: BI 

Source: Bloomberg 
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Panel 4. Demand for FX liquidity is picking up in recent months 

Source: BI, Bloomberg 

Panel 3. Bond market suffered from outflows due to a gradual shift on future rate outlook 

Source: Bloomberg 
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Panel 5. Reserves are adequate for now, indicating limited room for short-term depreciation 

Source: BI, Bloomberg 

Panel 6. Narrowing real rate differentials might add another pressure on the Rupiah  

Source: Bloomberg 

% YoY YoY 

144

0

50

100

150

200

250

300

350

400

Jan-07 Jul-08 Dec-09 May-11 Oct-12 Mar-14 Aug-15 Jan-17 Jun-18 Nov-19 Apr-21 Sep-22 Feb-24

― BI FX reserves
 Foreign ownership in gov’t bonds    Foreign ownership in equities
 Short-term gov’t external debt*      Short-term private external debt*

USD 
Bn

* jatuh tempo dalam setahun ke depan 18.8

53.8

205.9

51.1

57.7%
2.3%

-30

-20

-10

0

10

20

30

40

35%

45%

55%

65%

75%

85%
― Reserve adequacy ratio vs. potential outflows (inc. ST ext. debt)

― IDR/USD (12M after)

-3.30
0.9

2.7

-4

-2

0

2

4

6

8

10

12

-30

-20

-10

0

10

20

30

40

Jan-10 Apr-11 Jul-12 Nov-13 Feb-15 Jun-16 Sep-17 Dec-18 Apr-20 Jul-21 Nov-22 Feb-24

IDR/USD (his)

Real interest rate differential, Policy Rate

Real interest rate differential, 10Y Bonds



  6 
 

Selected Macroeconomic Indicators 

 
 

Source: Bloomberg, BI, BPS 
Notes: 
*Data from earlier period 
**For changes in currency: Black indicates appreciation against USD, Red otherwise 
***For PMI, >50 indicates economic expansion, <50 otherwise 
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Indonesia – Economic Indicators Projection 

** Estimation of Rupiah’s fundamental exchange rate 
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