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THE REAL ECONOMY IS FINE. THE MARKET PLUMBING AND
POLICY CREDIBILITY ARE NOT.

Kuartal

EXECUTIVE SUMMARY

The real economy is fine. The market
plumbing and policy credibility are
not.

GDP grew 5.29% in Q2 2026 * and Bank Indonesia still forecasts 4.9-5.7% for the year?, yet the
IHSG is down about 38% year to date 37 3¢, the rupiah is the worst-performing Asian currency 22
and the 10Y SBN yield has risen roughly 140bp since December 2¢ 2°, The trigger was MSCI,
which on 15 Oct 2026 proposed moving Indonesia from Emerging to Standalone status 34, with a
decision due by 30 Jun 2027.

INDICATOR LATEST DATE REF
Real GDP growth 5.29% y/y Q22026 1
CPl inflation (core) 3.28% (2.84%)  Sep 2026 e
Bl-Rate / deposit facility 5.75% / 5.00% 21 Oct 2026 18
USDI/IDR 18,060 22 Oct 2026 close 20
FX reserves US$146.3bn  end-Sep 2026 23
Current account -3.3% of GDP Q22026 2
10Y SBN vyield 7.43% 21 Oct 2026 20
IHSG 5,387.90 22 Oct 2026 close &
MSCI EM weight 0.43% (from 1.16%) 30 Sep 2026 35
2026 deficit outlook 2.85% of GDP 19 Oct 2026 &
Government debt 41.26% of GDP 30 Jun 2026 8

Three headline findings

1. Base case (Kuartal, 50%): Current Policies. 2027 GDP 4.8-5.2%, Bl-Rate 5.50-6.00%, USD/IDR
17,800-18,600, IHSG 5,200-6,300 — below the APBN 2027 assumption of 6.0% growth 3.

2. Biggest swing factor: MSCI's June 2027 decision. Credible OJK/IDX enforcement is the cheapest
re-rating catalyst available to Jakarta.

3. Positioning. Prefer short-to-belly SBN hedged via DNDF and quality exporters; underweight free-
float-thin conglomerate equities until the MSCI outcome is clear.
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https://ir.msci.com/news-releases/news-release-details/msci-launches-consultation-proposal-reclassify-indonesia
https://fiskal.kemenkeu.go.id/files/red/file/1789959147_red_september_website_v2.pdf
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PART I

Macro & Policy

Growth, fiscal rules, inflation, the rupiah and the bond

market
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Kuartql® MACRO ECONOMY AND FISCAL

CHAPTER 01

Macro economy and fiscal

Growth is state-led. Government consumption ran at 15.97% y/y in Q2 on 13th-month salaries and the
free meals (MBG) program, while household spending slowed to 5.06% * 2. Q1 growth was 5.61% and H1
5.45%:3*. Q3 GDP is due in early November 2026.

Government consumption 15.97%

NPISH consumption

Investment (GFCF)

Imports

Headline GDP

Household consumption

Exports

0.0 2.5 5.0 7.5 10.0 12.5 15.0 17.5

Q2 2026 GDP by expenditure, % yly.

Source: ﬂl, Bank Indonesia?

3% legal cap

2026 outlook (Oct)

2026 original APBN

APBN 2027 draft

Realised to 30 Sep 2026

0.0 0.5 1.0 1.5 2.0 2.5 3.0 3.5

Fiscal deficit vs the 3% legal cap (Law 17/2003), % of GDP.
6 12

Source: MoF APBN KiTa ® , CNN Indonesia”, Reuters
FISCAL ITEM VALUE DATE REF
Deficit realised YTD Rp319tn (1.24% of GDP) 30 Sep 2026 5
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https://www.bps.go.id/id/pressrelease/2026/08/05/2605/ekonomi-indonesia-triwulan-ii-2026-tumbuh-5-29-persen--y-on-y-.html
https://www.bi.go.id/en/publikasi/ruang-media/news-release/Pages/sp_2815026.aspx
https://media.kemenkeu.go.id/getmedia/04ced8b6-ddc6-4127-8cda-73e39ef5cbee/Publikasi-Web-Konpers-APBN-KiTa-(Sept-2026).pdf?ext=.pdf
https://www.cnnindonesia.com/ekonomi/20261019204312-532-1417271/menkeu-jaga-defisit-apbn-2026-di-kisaran-285-persen-pdb
https://www.reuters.com/world/asia-pacific/indonesias-prabowo-proposes-deficit-24-gdp-2027-budget-2026-08-14/

Ku al MACRO ECONOMY AND FISCAL
FISCAL ITEM VALUE DATE REF
Revenue YTD Rp2,341.5tn (74.2% of target) 30 Sep 2026 g
Spending YTD Rp2,660.5tn (69.2% of ceiling) 30 Sep 2026 5
Net debt financing YTD Rp494.3tn (59.4% of Rp832.2tn) 30 Sep 2026 2
Full-year 2026 deficit outlook Rp734.3tn / 2.85% of GDP Jul-Oct 2026 76
Government debt stock Rp10,293.7tn / 41.26% of GDP (record ratio) 30 Jun 2026 g
MBG spending YTD Rp153.2tn, 66.9% of Rp229tn effective budget 30 Sep 2026 9
MBG beneficiaries 57.49m people, 26,385 active kitchens 20 Oct 2026 g
Danantara 2026 deployment plan Up to US$14bn, dividend-funded Jan 2026 11
APBN 2027 deficit 2.40% of GDP (Rp671.2tn); spending Rp4,097.2tn Aug 2026 draft 1213

The deficit has stayed under the 3% cap, but at 2.85% the margin is thin, and the cap now carries much
of the policy credibility markets are pricing.
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INFLATION AND BANK INDONESIA
Kuartal

CHAPTER 02

Inflation and Bank Indonesia

% yly

BI target 2.5+1%

1.0 T T T T T T T T
Jan Feb Mar Apr May Jun Jul Aug Sep

CPI inflation 2026, % yly, with Bl's 1.5-3.5% target band.

Source: BPSlA, BI inflation series 1

September core inflation was 2.84%, volatile food 5.03% (chillies, chicken, rice) and administered prices
3.25%; Bl expects inflation inside 2.5+1% in 2026 and 2027 *°.

5.0 7 =
deposit facility 5.00%

T T T T T T T T T T
19 Feb 17 Mar 22 Apr 20 May 9 Jun 18 Jun 22 Jul 19 Aug 23 Sep 21 Oct

Bl-Rate by Board of Governors decision date, %.

Source: Bank Indonesia 17
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https://www.bps.go.id/en/pressrelease/2026/10/01/2623/the-year-on-year--y-on-y--headline-inflation-in-september-2026-was-recorded-at-3-28-percent-.html
https://www.bi.go.id/id/statistik/indikator/data-inflasi.aspx
https://www.bi.go.id/id/statistik/indikator/bi-rate.aspx

INFLATION AND BANK INDONESIA

Kuartal

Bl hiked 100bp in May—June to defend the rupiah*°, then on 21 Oct held for a fourth meeting while rais-
ing the deposit facility 25bp to 5.00% and cutting conventional bank reserve requirements from 9% to
7% (1 Nov and 1 Dec). That is a tighten-the-floor, loosen-liquidity mix: FX defence first, credit support
second. The external backdrop is hostile — the Fed raised rates to 3.75—4.00% in September &8,

THE STATE OF INDONESIAN MARKETS - 2027 OUTLOOK


https://www.bi.go.id/en/publikasi/ruang-media/news-release/Pages/sp_2823326.aspx
https://www.bi.go.id/en/publikasi/ruang-media/news-release/Pages/sp_2823326.aspx
https://www.bi.go.id/en/publikasi/ruang-media/news-release/Pages/sp_2823326.aspx
https://www.federalreserve.gov/newsevents/pressreleases/monetary20260916a.htm

THE RUPIAH AND EXTERNAL BALANCE

Kuartal

CHAPTER 03

The rupiah and external balance

INDICATOR VALUE DATE REF
USDIIDR close 18,060 22 Oct 2026 20
Record-low close 18,188 8 Jun 2026 Z21
YTD change vs USD —7.4% (worst in Asia) 21 Oct 2026 22
FX reserves US$146.3bn, 5.3 months of imports end-Sep 2026 28
Current account -US$12.5bn, —3.3% of GDP (Q1: —~US$3.6bn) Q2 2026 24
Trade surplus US$3.55bn (Jan—Aug US$7.25bn) Aug 2026 22
Inflows from BI hedging incentives US$9.9bn since June 20 Oct 2026 18

A 3.3% current-account deficit on higher oil imports and a thinner non-oil surplus is the structural weak
spot?*. Bl intervenes through offshore NDF, spot and DNDF and is now paying investors to hedge on-
shore 8. Reserves are adequate, not abundant: watch the US$140bn line.



GOVERNMENT BONDS AND RATINGS
Kuartal

CHAPTER 04

Government bonds and ratings

87 7.43%
6.05% ~230bp
6
5.13%
y
2, ]
5
) , #
SBN 10Y SBN 10Y UST 10Y
31 Dec 2025 21 Oct 2026 21 Oct 2026

10Y yields: SBN at end-2025 and now, vs the US Treasury 10Y.

Source: BI 26 , Antara 20 , US Treasury 27

AGENCY RATING OUTLOOK LAST ACTION REF
S&P BBB Stable Affirmed 13 Jul 2026 29
Moody's Baa2 Negative Outlook cut Feb 2026 &d
Fitch BBB Negative Outlook cut 3 Mar 2026 1

The 10Y SBN-UST spread is about 230bp (7.43% vs 5.13% on 21 Oct 2026) %° 27 — thin for a sovereign
with two negative outlooks and a 3.3% CAD. Foreign ownership of tradable SBN is just 13.13%
(Rp922.3tn, 15 Oct 2026) 28, so the investor base is domestic and Bl-anchored: less outflow risk, but also
less price discovery.

10


https://www.bi.go.id/id/publikasi/ruang-media/news-release/Pages/sp_280126.aspx
https://www.antaranews.com/berita/5804557/rupiah-melemah-walau-bi-turunkan-gwm-dan-perpanjang-kebijakan-ltv-ftv
https://home.treasury.gov/resource-center/data-chart-center/interest-rates/daily-treasury-rates.csv/2026/all?field_tdr_date_value=2026&type=daily_treasury_yield_curve
https://api-djppr.kemenkeu.go.id/web/api/v1/media/46A110E5-9E9C-4B71-A1D8-F202BAD3A961
https://api-djppr.kemenkeu.go.id/web/api/v1/media/46A110E5-9E9C-4B71-A1D8-F202BAD3A961
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PART TII

Markets & Credit

Equities and MSCI, banking, housing and property
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CHAPTER 05

Equities and MSCI

9,135
9000 T
8000 1
7000
6000
5,328 5,388
5000 T 19 Oct open 4,%2v

T T T T T T T T
30 Dec 25 20 Jan 29 Jan 16 Mar 3 Jun 16 Oct 21 Oct 22 Oct

IHSG closing levels at 2026 milestones.

Source: CNBC Indonesia 36, Antara 37
Infrastructure -47.25%
Technology -45.68%

Energy

Financials

-50

IDX sector returns, year to date to 21 Oct 2026.

Source: Investortrust 3’

MSCI EM weight, 31 Dec 2025 1.16%
MSCI EM weight, 30 Sep 2026
I T T T T T T 1
0.0 0.2 0.4 0.6 0.8 1.0 1.2 1.4

Indonesia's weight in the MSCI Emerging Markets Index.
Source: MSCI consultation document 3°
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https://www.cnbcindonesia.com/research/20261019113842-128-777422/berdarah-darah-begini-perjalanan-ihsg-dari-rekor-9100--jebol-4900
https://www.antaranews.com/berita/5804885/ihsg-ditutup-menguat-ditopang-keputusan-bi-pertahankan-bi-rate
https://investortrust.id/market/120087/net-sell-asing-masih-di-atas-rp-92-triliun
https://www.msci.com/downloads/documents/indexes/consultations/equity/Indonesia_Consultation_Oct_26.pdf

Ku al EQUITIES AND MSCI
MSCI INDONESIA 31 DEC 2025 30 SEP 2026
Index market cap (US$m, float-adjusted) 119,141.69 53,355.81
Constituents 18 9
Weight in MSCI EM 1.16% 0.43%
Financials share of index n/a 71.71%

MSCI timeline

DATE EVENT REF

27 Jan 2026 Freeze on FIF/NOS increases, IMI additions and size migrations; warning of a weight 82

cut or Frontier reclassification

20 Apr 2026 Freeze kept for May review; HSC-flagged names deleted. OJK/IDX/KSEI reforms: >1% £
holder disclosure, granular investor types, HSC framework, 15% free-float roadmap

15 Oct 2026 Consultation to reclassify Indonesia to Standalone; feedback to 30 Apr 2027, decision by 34 3%
30 Jun 2027; Frontier asked as the alternative
16-19 Oct 2026 IHSG -11.57% on 16 Oct (steepest in 28 years), opens —4.31% at 4,961.88 on 19 Oct; &

IDX lower auto-rejection cut to 7%

Foreigners sold a record Rp88.19tn of Indonesian equities in 2026 to mid-October 38, concentrated in the
big banks (BBCA Rp34.4tn, BMRI Rp16.8tn, BBRI Rpl13.4tn)3°. Goldman Sachs estimates about
US$5.6bn of passive outflows on full removal, as reported by Reuters “°.


https://www.investing.com/news/stock-market-news/panic-selling-hits-indonesian-markets-on-msci-expulsion-threat-4956386

BANKING AND CREDIT
Kuartal

CHAPTER 06

Banking and credit

Investment loans 25.11%
Working capital 11.45%
Consumer loans 5.07%
T T T T T
0 5 10 15 20 25

Bank loan growth by type, % y/y, August 2026.

Source: 0JK4Y , Bisnis 42

ASSET QUALITY AUG 2026 JUL 2026 REF
Outstanding credit Rp9,178tn “n
Gross NPL 2.11% 2.10% 41
Net NPL 0.84% 0.81% 41
Loan at risk 8.56% 8.39% 41

Credit is strong but skewed to investment loans tied to state-linked projects, while consumer credit lags.
Rising loan-at-risk is the early-warning metric; the reserve-requirement cut adds liquidity from Novem-
ber e,

14


https://ojk.go.id/en/berita-dan-kegiatan/siaran-pers/Pages/OJK-Board-of-Commissioners-Monthly-Meeting-September-2026.aspx
https://finansial.bisnis.com/read/20261002/90/2009379/ojk-kredit-perbankan-tumbuh-1365-hingga-agustus-2026
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CHAPTER 07

Housing and property

INDICATOR VALUE DATE REF
Bl residential property price index 110.89, +0.69% y/y (Q1 +0.62%) Q2 2026 43
Primary-market house sales -2.36% yly (prior —25.67%) Q2 2026 4
Mortgage (KPR) share of purchases 70.05% Q2 2026 43
Average KPR rate 7.44% Q22026 43
FLPP subsidised mortgages 184,342 units, 52.67% of 350,000 quota 19 Oct 2026 4445
BI LTVIFTV relaxation Extended 21 Oct 2026 20

Real house prices are falling: 0.69% nominal growth against 3.28% CPI. The 3 million homes program is
running behind on its subsidised-mortgage leg; mass contract signings for about 101,000 units are
planned for December “4. A national unit count for the 3 million target could not be verified from a primary
source and is not reported.

15


https://pkp.go.id/berita/detail/menteri-ara-percepat-kur-perumahan-dan-kpr-subsidi-flpp-kejar-target-hingga-akhir-2026
https://pkp.go.id/berita/detail/menteri-ara-percepat-kur-perumahan-dan-kpr-subsidi-flpp-kejar-target-hingga-akhir-2026
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PART TIII

Real Economy &
Resources

Minerals, energy, cost of living, climate, trade and

people
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GOLD, PRECIOUS AND CRITICAL MINERALS
Kuartal

CHAPTER 08

Gold, precious and critical minerals

COMMODITY / POLICY  STATUS DATE REF
Antam gold bar Rp2.55m/g (buyback Rp2.365m); record Rp3.17m/g on 29 Jan 2026 22 0ct2026 4647
Bullion bank Pegadaian 155t, BS| 24.01t managed; launched Feb 2025 Sep / Jun s
(Pegadaian, BSI) 2026

Nickel ore RKAB Revised to about 290mt; raw ore export ban stays Oct 2026 49
2026

LME nickel, 3-month US$16,234/t, rallying on reported (unconfirmed) Chinese-owned 22 Oct 2026 19 il

smelter cuts in Indonesia

Bauxite Export ban in force 2026 52

Copper concentrate Export generally banned; smelter-linked exemptions 2026 2

Downstreaming remains the policy anchor, but Indonesia is now a price setter in nickel, so output discip-
line (quota cuts) is the lever. Gold has become a household hedge: gold jewellery is the main driver of an-
nual core CPI*5. Current Freeport and Amman export-permit terms for 2026 could not be verified from a
primary source and are not reported.

17



Ku al ENERGY
CHAPTER 09
5,300 kcal US$90.60
4,100 kcal US$63.45
3,400 kcal Us$43.84
T T T T T T T
0 20 40 60 80 100 120 140
HBA coal benchmark price by calorific value, US$/t, first half of October 2026.
Source: Mirae Asset (ESDM HBA) 54
ENERGY ITEM VALUE REF
Coal output 2026 RKAB about 700mt; ESDM projects 720mt 49 53
Coal Jan-Jul 2026 423mt, of which 270mt exported o3
Pertalite | Biosolar Rp10,000 / Rp6,800 per litre, frozen to end-2026 55
ICP oil price About US$92/bbl (APBN 2027: US$75) 5 15
JETP disbursed About US$3.4bn of US$21.8bn committed (Jan 2026) 57
RUPTL 2025-2034 42.6 GW new renewables, 10.3 GW storage &5

With ICP near US$92 against a US$75 budget assumption and pump prices frozen, the subsidy bill and
the oil import bill are the main bridge from oil prices to both the deficit and the current account.

18


https://cdn.miraeasset.co.id/prd-strapi-v2/261006_Mirae_Asset_Sekuritas_Indonesia_Coal_Flash_Focus_77b1f3d878.pdf

COST OF LIVING

Kuartal

CHAPTER 10

Cost of living

INDICATOR VALUE DATE REF

Volatile food inflation 5.03% yly Sep 2026 15

Consumer confidence (IKK) 118.1 (Aug 118.5); current conditions 107.5; expectations Sep 2026 52
128.7

Government rice stock 4.55mt, down from 5.4mt in Sep Oct 2026 60

(Bulog)

Unemployment rate 4.65%; youth 15-24: 17.37% May 2026 el @2

Average labourer wage Rp3.39m per month May 2026 o1

2027 minimum wage Formula under the new labour law, not yet set 21 Oct &)

2026

The middle-class squeeze shows in the gap between expectations and current conditions, in 17% youth
unemployment, and in street protests at the government's two-year mark ¢*. Reported retail rice prices di-
verge widely across sources and are not reported here.

19



ENVIRONMENT AND CLIMATE
Kuartal

CHAPTER 11

Environment and climate

INDICATOR VALUE DATE REF
Forest loss (Auriga) 433,751 ha, +66% vs 2024 2025 64 65
Tree cover loss, natural forest (GFW/UMD) About 410,000 ha 2025 £
IDXCarbon cumulative 1.98m tCO2e, Rp93.97bn since Sep 2023 Sep 2026 67
IDXCarbon data Monthly volumes and values Sep 2026 o8
EUDR compliance (large/medium operators) Starts 30 Dec 2026 EU 69
Physical risk El Nifio flagged as an H2 2026 risk Aug 2026 79 1z

Deforestation is rising with food and energy self-sufficiency projects just as the EUDR bites on palm oil,
coffee, cocoa and rubber. The carbon exchange is too illiquid to price risk.

20



TRADE, FDI, DIGITAL AND DEMOGRAPHICS
Kuartal

CHAPTER 12

Trade, FDI, digital and demographics

Hong Kong US$5.2bn
Singapore US$5.1bn
United States US$1.7bn
China US$1.1bn
South Korea US$0.8bn
T T T T T T
0 1 2 3 4 5 6

IETA Foreign direct investment by source country, Q3 2026, US$hn.
Source: CNBC Indonesia (BKPM)74

THEME FACT REF
US reciprocal Signed 19 Feb 2026: 19% US tariff on most goods, zero for palm oil, coffee, cocoa, 717273
trade deal rubber; enters into force only after both sides certify domestic procedures (DPR

ratification)
FDI Q3 2026 Rp270.2tn, +27.45% yly, 51.1% of Rp528.7tn total investment *
Digital economy Nearly US$100bn in 2025, +149%; e-commerce US$71bn 75
GMV
Population 287.1m (2026 projection); TFR 2.13; 60+ share 11.97% vy e

Hong Kong and Singapore routing masks much Chinese capital. The demographic dividend is intact but
narrowing.

21


https://www.cnbcindonesia.com/news/20261020072947-4-777680/modal-asing-serbu-ri-investasi-tembus-rp2702-t-di-q3
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PART IV

Politics & Governance

Institutions, people and market integrity
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Ku ® POLITICAL AND GOVERNANCE RISK

CHAPTER 13

Political and governance risk

DATE DEVELOPMENT REF

Jul-Sep 2026 Perry Warjiyo resigned in July; Destry Damayanti confirmed Bl governor for 2026-2031 78

amid DPR questions over independence and growth mandates

14 Sep 2026 Finance Minister Purbaya Yudhi Sadewa replaced by Suahasil Nazara, who pledged e
continuity and the 2.85% deficit outlook

Oct 2026 Protests at the two-year mark; coalition partners distancing from MBG 8182

2026 Market integrity: MSCI cites opacity in shareholdings and suspected coordinated trading £

Two of the three institutions that anchor Indonesian risk premia — the central bank and the finance min-
istry — changed leadership within ten weeks. Continuity statements have been made; investors are wait-
ing for evidence.

23
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PART 'V

Outlook 2027

Four named scenarios, signposts and investment im-

plications
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OUTLOOK 2027: SCENARIOS
Kuartal

CHAPTER 14

Outlook 2027: scenarios

Kuartal projections. The scenario ranges and probabilities in this chapter are Kuartal Capital judgements,
not forecasts by any institution cited. Ranges are 2027 averages for GDP and CPI and end-2027 levels for the
Bl-Rate, USD/IDR, the 10Y yield and the IHSG. They are anchored to the consensus below.

Consensus anchors

ANCHOR GDP 2027 CPI USD/IDR  10Y SBN  OTHER REF
IMF WEO (Oct 2026) 5.1% 2026 also 5.1% 83 84
World Bank EAP (Oct 5.2% 2026 5.2%, 2028 3
2026) 5.3%

Bank Indonesia (Sep 5.2-6.0% 2.5+19% 17,300-17,800 to DPR Commission 8718
2026) X

APBN 2027 6.0% 2.5% 17,500 avg 6.9%  ICP US$75; deficit 1842
assumptions 2.40%

Scenario comparison (Kuartal projections)

SCENARIO PROB. GDP CPI BI-RATE USD/IDR 10Y IHSG
Current Policies 509% 4.8-5.2% 2.8-3.5% 5.50-6.00% 17,800-18,600 7.0-7.6% 5,200-6,300
Reform & Re-rating 20% 5.3-5.8% 2.5-3.0% 5.00-5.50% 16,900-17,600 6.4-6.9% 6,300-7,500
Fiscal & Credibility Stress 20% 3.8-4.6% 3.8-5.0% 6.50-7.50% 19,000-20,500 8.0-9.0% 3,900-4,900
Global Shock 10% 3.5-4.5% 2.0-3.5% 5.25-6.50% 18,800-20,000 7.5-8.5% 4,200-5,200
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Scenario ranges by variable (CP Current Policies, RR Reform & Re-rating, FS Fiscal & Credibility Stress, GS Global Shock).

Dotted lines: consensus or current anchors.

Source: Kuartal projections; anchors IMF 83, MoF 13, ﬂls

Scenario assumptions and triggers

o1 Current Policies PROBABILITY 50%

Assumptions. Deficit held at 2.4-2.9% of GDP; MBG and Danantara continue at current scale; Bl on hold with an FX-
first bias; MSCI keeps the freeze and decides on a phased or deferred move by June 2027; ICP near US$75-90; Fed
on hold after its 2026 hikes; US 19% tariff deal ratified.

Triggers. Status-quo budget passage, Bl holds, MSCI interim update with no final exit, oil range-bound.

GDP 4.8-5.2% - CPI 2.8-3.5% - BI-Rate 5.50-6.00% - USD/IDR 17,800-18,600 - 10Y 7.0-7.6% - IHSG
5,200-6,300

02 Reform & Re-rating PROBABILITY 20%

Assumptions. OJK/IDX enforce the 1% disclosure and HSC regime market-wide, the 15% free-float minimum arrives
on schedule, visible prosecutions of coordinated trading; MSCI drops the proposal or lifts the freeze; deficit trimmed to-
ward the 2.4% APBN 2027 target with MBG retargeted; Moody's and Fitch return outlooks to stable.

Triggers. MSCI interim report citing progress, enforcement actions, fuel-subsidy reform, Fed cuts, CAD back under 2%
of GDP.

GDP 5.3-5.8% - CPI 2.5-3.0% - BI-Rate 5.00-5.50% - USD/IDR 16,900-17,600 - 10Y 6.4-6.9% - IHSG
6,300-7,500
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03 Fiscal & Credibility Stress PROBABILITY 20%

Assumptions. The 3% cap is breached or reopened; Bl seen as financing the budget or subordinated to growth tar-
gets; MSCI confirms Standalone status in June 2027 with passive outflows; a downgrade to BBB-/Baa3; rupiah de-
fence drains reserves.

Triggers. Revision of the Law 17/2003 cap, Bl burden-sharing or SBN private placements, MSCI final decision, ratings

action, reserves below US$135bn.

GDP 3.8-4.6% - CPI 3.8-5.0% - BI-Rate 6.50-7.50% - USD/IDR 19,000-20,500 - 10Y 8.0-9.0% - IHSG
3,900-4,900

04 Global Shock PROBABILITY 10%

Assumptions. US recession, or a Fed that keeps hiking with the UST 10Y above 5%; China slowdown cuts coal and
nickel demand; tariff escalation; a Middle East oil spike widens the subsidy bill and the CAD.

Triggers. UST 10Y above 5.5%, Brent spike, Chinese property or export slump, new US tariff rounds.

GDP 3.5-4.5% - CPI 2.0-3.5% - BI-Rate 5.25-6.50% - USD/IDR 18,800-20,000 - 10Y 7.5-8.5% - IHSG
4,200-5,200
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USD/IDR fan chart to end-2027 by scenario (Kuartal projections).
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APBN 2027 assumption 6.0%
Reform & Re-rating (K) 5.55%

World Bank

IMF

Current Policies (K)

Fiscal & Credibility Stress (K)

Global Shock (K)

2027 GDP growth: Kuartal scenario midpoints (K) vs consensus, %.
Source: Kuartal; IMF 84, World Bank 8¢ , MoF 13
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CHAPTER 15

Signposts to watch

WHEN

Early Nov 2026

Nov 2026-Feb
2027

Monthly

Dec 2026-Jan
2027

2027

30 Apr /30 Jun

2027

Ongoing

Ongoing

SIGNPOST

Q3 GDP (BPS); Sep trade data
(2 Nov)

MSCI index reviews; interim
consultation update

Bl board meetings; FX reserves

2026 fiscal outturn

Fuel-subsidy reform, MBG
retargeting

MSCI consultation close and
decision

Fed path, UST 10Y, ICP oil

Rating agencies

BULLISH IF

25% with household
consumption recovering

Freeze eased, HSC

enforcement credited

Hold with reserves =US$145bn

Deficit <2.85%

Pertalite targeting implemented

Proposal withdrawn

Fed pause, UST <4.75%, ICP

<US$80

Outlooks back to stable

BEARISH IF

<4.8% or a trade deficit

More HSC deletions, weight
cuts

Emergency hike or reserves
<US$135bn

Above 2.9%, or talk of
changing the 3% cap

Price freeze plus higher
quotas

Standalone confirmed

More hikes, UST >5.5%, ICP

>US$100

Downgrade to BBB-/Baa3
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CHAPTER 16

INVESTMENT IMPLICATIONS BY ASSET CLASS

Investment implications by asset

class

ASSET CLASS

SBN (local govt
bonds)

USDI/IDR
Equities: big banks

Equities: free-float-
thin conglomerates

Exporters: coal,
nickel, gold

Property

Gold (physical /
bullion bank)

Carbon | ESG

KUARTAL STANCE
Neutral to

overweight, 3-7Y

Defensive

Selective

accumulation on

deep value

Underweight

Neutral

Underweight

Hold as rupiah hedge

Avoid as a liquidity
play

RATIONALE

7.4% yield vs 3.28% CPI gives
about 4% real; thin foreign base
limits forced selling

3.3% CAD, Fed hiking, MSCI
outflows; Bl defends but reserves
are finite

Forced foreign selling; gross NPL
2.11% still benign

Direct target of HSC and float
reforms

Weak rupiah helps margins; nickel
supply discipline; coal prices soft

Real prices falling, sales
contracting, FLPP lagging

Household demand and bullion-
bank growth

IDXCarbon too thin; EUDR raises
compliance costs

HEDGE / WHAT FLIPS IT

Pair with DNDF hedge; flips if
Bl independence is
compromised

Long USD/IDR optionality;
flips on MSCI withdrawal

Flips if loan-at-risk keeps
rising past 9%

Flips on a clean MSCI

outcome

China demand; EUDR for agri

Bl cuts plus LTV support

Rupiah re-rating

International linkage of the
carbon market

These stances are Kuartal Capital research views for professional audiences and are not investment advice. See Methodology and

disclaimer.
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METHODOLOGY

Methodology and disclaimer

Data

All figures are the latest available as of 22 October 2026 (WITA, UTC+8). Each figure carries a numbered
reference to its source; primary sources (BPS, Bank Indonesia, the Ministry of Finance and DJPPR, OJK,
IDX, MSCI, the IMF, the World Bank, ESDM, the US Treasury and the Federal Reserve) are used
wherever available. Where only secondary reporting was available (Reuters, Antara, CNBC Indonesia,
Kompas, Bisnis and others), that source is cited directly. Data points that could not be verified — a nation-
al unit count for the 3 million homes program, current Freeport/Amman copper export-permit terms, and
retail rice prices — are deliberately omitted. September 2026 trade data and Q3 2026 GDP had not been
released at the time of writing.

Scenarios

The four 2027 scenarios — Current Policies, Reform & Re-rating, Fiscal & Credibility Stress and Global
Shock — follow the approach of the IEA World Energy Outlook: each is a coherent, explicitly conditioned
path rather than a point forecast. Ranges and probabilities are Kuartal projections formed by judge-
ment, anchored to the IMF, World Bank, Bank Indonesia and APBN 2027 assumptions shown in Chapter
14. They are not forecasts by those institutions. Fan charts interpolate linearly from the 22 October 2026
spot level to the end-2027 range.

Charts

Charts are rendered in greyscale with matplotlib from the data in the tables and the cited sources. Mile-
stone series (for example the IHSG chart) plot only verified closing levels on the dates shown and are not
continuous daily series.

Disclaimer

This document is published by Kuartal Capital for investment-firm, fund-manager and researcher audi-
ences for information and discussion only. It is not investment advice, an offer, or a solicitation to buy or
sell any security, and it does not take into account any reader's objectives or circumstances. Scenarios
are Kuartal projections, not predictions or guarantees of future outcomes. Past performance is not indicat-
ive of future results. Third-party data remain the property of their providers; MSCI data are cited from
MSCI's public consultation materials.
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https://ir.msci.com/news-releases/news-release-details/msci-launches-consultation-proposal-reclassify-indonesia
https://www.msci.com/downloads/documents/indexes/consultations/equity/Indonesia_Consultation_Oct_26.pdf
https://www.cnbcindonesia.com/research/20261019113842-128-777422/berdarah-darah-begini-perjalanan-ihsg-dari-rekor-9100--jebol-4900
https://www.antaranews.com/berita/5804885/ihsg-ditutup-menguat-ditopang-keputusan-bi-pertahankan-bi-rate
https://www.thejakartapost.com/business/2026/10/18/panic-blamed-for-record-foreign-outflows-from-stock-market
https://investortrust.id/market/120087/net-sell-asing-masih-di-atas-rp-92-triliun
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Reuters — 'Panic' selling hits Indonesian markets on MSCI expulsion threat. Oct 2026.
https://www.investing.com/news/stock-market-news/panic-selling-hits-indonesian-markets-on-msci-expulsion-
threat-4956386

OJK — Board of Commissioners Monthly Meeting, September 2026. Oct 2026.
https://ojk.go.id/en/berita-dan-kegiatan/siaran-pers/Pages/0JK-Board-of-Commissioners-Monthly-Meeting-
September-2026.aspx

Bisnis — Bank credit grows 13.65% to August 2026 (OJK). 2 Oct 2026.
https://finansial.bisnis.com/read/20261002/90/2009379/0jk-kredit-perbankan-tumbuh-1365-hingga-agustus-2026

Bank Indonesia — Residential Property Price Survey Q2 2026. Aug 2026.
https://www.bi.go.id/id/publikasi/ruang-media/news-release/Pages/sp_2815226.aspx

Ministry of Housing (PKP) — Accelerating KPR FLPP to end-2026. Oct 2026.
https://pkp.go.id/berita/detail/menteri-ara-percepat-kur-perumahan-dan-kpr-subsidi-flpp-kejar-target-hingga-
akhir-2026

Kompas — FLPP achievement at 64%. 21 Oct 2026.
https://www.kompas.com/properti/read/2026/10/21/120000221/capaian-flpp-masih-64-persen-ara-sentil-kinerja-bank-
penyalur-kpr

CNN Indonesia — Antam gold Rp2.55m per gram. 22 Oct 2026.
https://www.cnnindonesia.com/ekonomi/20261022092124-92-1418285/harga-emas-antam-turun-lagi-kini-jadi-rp2550-juta-
per-gram

Kompas.id — Gold from record to correction in 2026. 2026.
https://www.kompas.id/artikel/dari-rekor-ke-koreksi-ke-mana-arah-harga-emas-pada-2026

Kompas — Bullion bank manages gold; BSI and Pegadaian shares. 18 Aug 2026.
https://money.kompas.com/read/2026/08/18/124400826/bullion-bank-ri-kelola-emas-rp-360-triliun-segini-porsi-bsi-
dan-holding-ultra-mikro-bri

Indonesia Miner — Revised 2026 work plans approved: coal and nickel targets. Oct 2026.
https://www.indonesiaminer.com/news/detail/revised-2026-work-plans-approved-coal-and-nickel-output-targets-set

LME — Nickel. 22 Oct 2026.
https://www.1lme.com/metals/non-ferrous/1me-nickel

Reuters via TradingView — Chinese nickel makers in Indonesia weigh output cut. Oct 2026.
https://www.tradingview.com/news/reuters.com,2026:newsml_LIN468OFQ:0-chinese-nickel-makers-in-indonesia-weigh-
double-digit-production-cut-after-meeting/

USGS — Indonesia mineral information. 2026.
https://www.usgs.gov/centers/national-minerals-information-center/indonesia

Bisnis — ESDM projects 720mt coal output in 2026. 11 Sep 2026.
https://ekonomi.bisnis.com/read/20260911/44/2003286/esdm-proyeksi-produksi-batu-bara-capai-720-juta-ton-pada-2026

Mirae Asset — Indonesia Coal Flash (HBA October 2026). 6 Oct 2026.
https://cdn.miraeasset.co.id/prd-strapi-v2/261006_Mirae_Asset_Sekuritas_Indonesia_Coal_Flash_Focus_77b1£3d878.pdf

CNBC Indonesia — Subsidy top-up; Pertalite and Solar prices unchanged. 22 Oct 2026.
https://www.cnbcindonesia.com/news/20261022082216-4-778437/subsidi-bakal-di-top-up-harga-bbm-pertalite-solar-
dipastikan-tak-naik

Bisnis — 2027 energy subsidy budget lower. 30 Sep 2026.
https://ekonomi.bisnis.com/read/20260930/10/2008373/anggaran-subidi-energi-2027-turun-pengaruhi-harga-pertalite-
dan-1pg

Antara — JETP funding realisation US$3.4bn to Jan 2026. Jan 2026.
https://www.antaranews.com/berita/5400278/realisasi-pendanaan-jetp-capai-34-miliar-dolar-as-hingga-januari-2026

PLN — RUPTL 2025-2034. 2025.
https://web.pln.co.id/bki/ruptl

Bank Indonesia — Consumer Survey September 2026. Oct 2026.
https://www.bi.go.id/id/publikasi/ruang-media/news-release/Pages/sp_2821626.aspx

Antara — Bulog: government rice stock 4.55mt. Oct 2026.
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https://www.tradingview.com/news/reuters.com,2026:newsml_L1N4680FQ:0-chinese-nickel-makers-in-indonesia-weigh-double-digit-production-cut-after-meeting/
https://www.usgs.gov/centers/national-minerals-information-center/indonesia
https://ekonomi.bisnis.com/read/20260911/44/2003286/esdm-proyeksi-produksi-batu-bara-capai-720-juta-ton-pada-2026
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BPS — Open unemployment rate 4.65%; average wage Rp3.39m. 5 Aug 2026.
https://www.bps.go.id/id/pressrelease/2026/08/05/2606/tingkat-pengangguran-terbuka--tpt--sebesar-4-65-persen---
rata-rata-upah-buruh-sebesar-3-39-juta-rupiah-.html

CNBC Indonesia — Youth unemployment rises. 6 Aug 2026.
https://www.cnbcindonesia.com/news/20260806131950-4-757114/tingkat-pengangguran-usia-15-24-terus-naik-paling-
banyak-lulusan-smk

CNN Indonesia — 2027 minimum wage formula to follow new labour law. 21 Oct 2026.
https://www.cnnindonesia.com/ekonomi/20261021205702-92-1418188/menaker-formula-ump-2027-mengacu-uu-baru

Auriga Nusantara — Deforestation status in Indonesia 2025. 2026.
https://auriga.or.id/press_release/detail/65/deforestation-status-in-indonesia-2025

Reuters — Indonesian forest loss surges 66% in 2025. 31 Mar 2026.
https://www.reuters.com/sustainability/climate-energy/indonesian-forest-loss-surges-by-66-2025-driven-by-
prabowos-self-sufficiency-2026-03-31/

Global Forest Watch — 2025 tree cover loss data explained. 2026.
https://www.globalnaturewatch.org/blog/data-and-tools/2025-tree-cover-loss-data-explained/

Periskop — Indonesian carbon market only Rp94bn (IDXCarbon data). 13 Oct 2026.
https://periskop.id/pasar-modal/20261013/pasar-karbon-ri-baru-rp94-miliar-pemerintah-ingin-manfaat-lebih-besar-
mengalir-ke-warga

IDXCarbon — Monthly data. Sep 2026.
https://www.idxcarbon.co.id/data-monthly

European Commission — Regulation on deforestation-free products. 2026.
https://environment.ec.europa.eu/topics/forests/deforestation/regulation-deforestation-free-products_en

National Economic Council — Q2 2026 growth analysis (El Nifio risk). Aug 2026.
https://www.dewanekonomi.go.id/publikasi/analisis-pertumbuhan-ekonomi-tw-ii-2026

The White House — Fact sheet: trade deal with Indonesia finalised. Feb 2026.
https://www.whitehouse.gov/fact-sheets/2026/02/fact-sheet-trump-administration-finalizes-trade-deal-with-
indonesia/

USTR — US-Indonesia Agreement on Reciprocal Trade (full text). 19 Feb 2026.
https://ustr.gov/sites/default/files/files/Press/Releases/2026/02.19.26%20US-IDN%20ART%20Full%20Agreement9%20-
%20US9%20Final%20for%20Website%20sanitized. pdf

Reuters — Indonesia secures 19% tariff deal with US. 20 Feb 2026.
https://www.reuters.com/world/asia-pacific/indonesia-us-sign-agreement-reciprocal-trade-indonesian-ministry-
says-2026-02-20/

CNBC Indonesia — FDI Rp270.2tn in Q3 2026 (BKPM data). 20 Oct 2026.
https://www.cnbcindonesia.com/news/20261020072947-4-777680/modal-asing-serbu-ri-investasi-tembus-rp2702-t-di-q3

Google, Temasek, Bain — e-Conomy SEA 2025: Indonesia. 2025.
https://blog.google/intl/id-id/company-news/outreach-initiatives/e-conomy-sea-2025-ekonomi-digital-indonesia-
mendekati-gmv-us100-miliar/

BPS — SUPAS 2025 results (TFR, elderly share). 5 May 2026.
https://www.bps.go.id/id/pressrelease/2026/05/05/2645/hasil-survey-penduduk-antar-sensus.html

Kompas TV — Population 287 million in 2026 (BPS projection). 2026.
https://www.kompas.tv/info-publik/662773/populasi-indonesia-di-2026-tembus-287-juta-ini-kelompok-usia-
terbanyaknya

Reuters — Destry voted to lead Indonesian central bank. 1 Sep 2026.
https://www.reuters.com/world/asia-pacific/indonesias-destry-wins-parliaments-backing-central-bank-chief-
prioritise-2026-09-01/

Cabinet Secretariat — Prabowo swears in Suahasil Nazara as Finance Minister. 14 Sep 2026.
https://setkab.go.id/presiden-prabowo-lantik-suahasil-nazara-sebagai-menteri-keuangan/
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Reuters — New finance minister touts continuity, keeps deficit outlook. 18 Sep 2026.
https://www.reuters.com/world/asia-pacific/indonesias-new-finance-minister-touts-policy-continuity-keeps-deficit-
outlook-2026-09-18/

The Jakarta Post — Discontent spills into streets at Prabowo's two years. 21 Oct 2026.
https://www.thejakartapost.com/indonesia/2026/10/21/growing-discontent-spills-into-streets-as-prabowo-marks-two-
years-in-office

NST — Prabowo's allies turn their backs on free meals scheme. Oct 2026.
https://www.nst.com.my/world/region/2026/10/1561390/prabowos-allies-turn-their-backs-on-troubled-free-meals-
scheme

IMF — World Economic Outlook, October 2026. Oct 2026.
https://www.imf.org/en/publications/weo/issues/2026/10/13/world-economic-outlook-october-2026

Kompas — IMF projects Indonesia 5.1% in 2026 and 2027. 13 Oct 2026.
https://money.kompas.com/read/2026/10/13/121306326/imf-prediksi-ekonomi-indonesia-tumbuh-51-persen-pada-2026-
dan-2027

World Bank — East Asia and Pacific Economic Update, October 2026. Oct 2026.
https://www.worldbank.org/en/publication/east-asia-and-pacific-economic-update

Bisnis — World Bank raises Indonesia 2026 forecast to 5.2%. 6 Oct 2026.
https://ekonomi.bisnis.com/read/20261006/9/2010071/bank-dunia-naikkan-proyeksi-pertumbuhan-ekonomi-2026-ri-
jadi-52

CNBC Indonesia — Bl 2027 projection: growth up to 6%, rupiah Rp17,300-17,800. 1 Sep 2026.
https://www.cnbcindonesia.com/market/20260901140849-17-764017/proyeksi-bi-2027-ekonomi-ri-tumbuh-6-kurs-rpl7800-
us-

Federal Reserve — FOMC statement, 16 Sep 2026. 16 Sep 2026.
https://www.federalreserve.gov/newsevents/pressreleases/monetary20260916a.htm
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