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Moody’s assigns a negative outlook to Indonesia’s Baa2 rating 
• Moody’s Ratings affirmed Indonesia’s sovereign rating at Baa2, but revised the 

outlook to ‘negative’ from ‘stable’, citing rising uncertainty in the policymaking 

process that could weaken policy effectiveness and governance, potentially 

eroding Indonesia’s long-established policy credibility. 

• The affirmation of the Baa2 sovereign rating was underpinned by  

1. Continued economic resilience, with GDP growth expected to remain around 

5% over the near to medium term  

2. Only a modest weakening in fiscal metrics, with the fiscal deficit projected to 

remain below 3% of GDP 

3. BI’s monetary policy framework remains focused on anchoring price stability 

• Moody’s highlighted three factors that could trigger a rating downgrade: 

1. A sustained expansionary fiscal policy without corresponding revenue reforms  

2. A deterioration in the external position, such as from prolonged FX 

depreciation or persistent capital outflows, with negative implications for 

debt affordability and FX reserve adequacy 

3. A weakening in SOE financial health, and poor return on SOE investments 

stemming from insufficient governance at Danantara 

Higher risk premium to weigh on bonds and FX in near term   
• Indonesia has not carried a negative sovereign rating outlook since achieving at 

least one investment grade (IG) rating in late-2011, with the exception of Apr 2020 

(Figure 1), when S&P revised the rating outlook to ‘negative’ amid Covid-19 shock. 

At that time, the 2s10s spread hovered around 165bps. Outside periods of acute 

economic stress, the 2s10s spread widened to as much as 179bps in 2012, when the 

10Y IndoGB yield traded around 6.57%. 

• Any change in sovereign rating itself typically comes one year following the 

adjustment in the rating outlook (Figure 1), although the shortest interval has been 

as brief as three months—as seen when Moody’s upgraded Indonesia’s sovereign 

rating in Sep 2011 following an outlook upgrade in Jun 2011.  

• Concerns over fiscal risks and central bank policy credibility have been among the 

drivers of increased volatility in IDR and capital flows. Moody’s rating outlook 

downgrade could prompt knee-jerk weakness in market sentiment, as seen after 

MSCI’s review of Indonesia equities, which pushed USDIDR near the 17,000 level. 

Risk premium could stay elevated in the near term, bringing the 10Y IndoGB yield 

closer to our forecast range of 6.4-6.6% in 2026. 

• That said, Moody’s action may encourage a rethink of recent policy progress and 

institutional developments. Moody’s highlighted the risk of exceeding the 3% fiscal 

deficit ceiling as well as the lack of revenue reforms to go with more expansionary 

fiscal policy as a key challenge. Removing or tempering the revision of 2023 state 

finance law (which includes deficit and debt ceiling) from the priority legislative 

list could send a signal on fiscal prudence and address sovereign rating concerns.  

• The latest development constrains BI’s ability to loosen monetary policy as macro 

and FX stability return as a higher priority. We reiterate our non-consensus BI-Rate 

view of 4.75%, implying no further rate cuts this year. 

 

 

FIXED INCOME 

Moody's downgrades Indonesia's rating outlook 
 
• Moody’s Ratings revised Indonesia’s sovereign rating outlook to ‘negative’ 

from ‘stable’, citing reduced predictability in policymaking that 

potentially undermines policy credibility and institutional strength.  

• The last outlook downgrade by S&P in Apr 2020 increased risk premia and 

widened spreads (2s10s to 165bps vs. 131bps currently). We reiterate our 

10Y IndoGB yield forecast of 6.4-6.6% in 2026. 

• USDIDR may re-test 17,000, though we expect active BI intervention. 

Monetary policy refocuses on stability, underscoring our view of an 

extended BI Rate pause at 4.75% in 2026. 
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CIMB forecasts  

 
SOURCE: CIMB TREASURY AND MARKETS RESEARCH 
 

Indonesia’s cumulative fiscal balance  

 
SOURCE: MACROBOND, CIMB TREASURY AND MARKETS RESEARCH 

 
 

 

 

2022 2023 2024 2025 2026F

GDP growth 5.3        5.0        5.0        5.1        5.3        

Inflation (avg) 4.2        3.7        2.3        1.9        3.0        

Current 1Q26F 2Q26F 3Q26F 4Q26F

BI-Rate 4.75      4.75      4.75      4.75      4.75      

IndoGB 2Y 5.00      5.10      5.10      5.15      5.15      

IndoGB 10Y 6.31      6.40      6.45      6.50      6.60      
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Figure 1: Changes in Indonesia’s sovereign rating and rating 
outlook  

Figure 2: Rationale for affirming Indonesia’s sovereign rating at 
Baa2 

 
 

SOURCE: COUNTRYECONOMY.COM, CIMB TREASURY AND MARKETS RESEARCH SOURCE: MOODY’S RATING  

 

Figure 3: Factors that could lead to a downgrade or an upgrade, highlighted by Moody’s Rating  

 
SOURCE: MOODY’S RATING  

 

Figure 4: Interest payments as a % of tax revenues  Figure 5: Government debt as a share of GDP  

  
SOURCE: MACROBOND, CIMB TREASURY AND MARKETS RESEARCH SOURCE: MACROBOND, CIMB TREASURY AND MARKETS RESEARCH 

   

18-Oct-07 Ba3 (stable) 26-Jul-06 BB- (stable) 26-Jan-05 BB- (positive)

11-Jun-09 Ba3 (positive) 23-Oct-09 BB- (positive) 13-Feb-06 BB- (stable)

16-Sep-09 Ba2 (stable) 12-Mar-10 BB (positive) 28-Jan-07 BB- (positive)

21-Jun-10 Ba2 (positive) 8-Apr-11 BB+ (positive) 14-Feb-08 BB (stable)

17-Jan-11 Ba1 (stable) 2-May-13 BB+ (stable) 25-Jan-10 BB+ (stable)

18-Jan-12 Baa3 (stable) 21-May-15 BB+ (positive) 24-Feb-11 BB+ (positive)

8-Feb-17 Baa3 (positive) 19-May-17 BBB- (stable) 15-Dec-11 BBB- (stable)

13-Apr-18 Baa2 (stable) 31-May-19 BBB (stable) 21-Dec-16 BBB- (positive)

5-Feb-26 Baa2 (negative) 17-Apr-20 BBB (negative) 20-Dec-17 BBB (stable)

27-Apr-22 BBB (stable)

Rating upgrade

Non-IG

IG

Moody's S&P Fitch

● Continued resilience in economic strength 

Economic growth is expected to remain around 5% over the near to medium term

● Only modest weakening in fiscal metrics 

Fiscal deficit stays below 3% of GDP

● Monetary policy to continue supporting price stability

Pressure from exchange rate depreciation could increase if policy predictability and 

credibility were to weaken 

● General government debt burden to remain below the median of Baa-rated peers on a debt-

to-GDP basis (contingent on continued fiscal policy prudence)

● The very weak revenue base remains a credit constraint on the authorities' ability to 

support higher growth through fiscal spending while preserving macroeconomic and 

financial stability

Rationale for the affirmation of Indonesia's Baa2 ratings

● A sustained shift to a more expansionary fiscal policy without accompanying revenue 

reform, reflecting weaker policy cohesion and coordination

● The outlook could go back to stable if policy credibility remains buttressed by enhanced 

clarity and consistency of policy and demonstrated commitment to reform and policies 

conducive to macroeconomic and financial stability.

● A significant deterioration in the external position, such as from prolonged currency 

depreciation or capital outflows, with ramifications for debt affordability and, over time, 

foreign exchange reserve adequacy

● Fiscal policy measures can durably and significantly raise government revenue. 

Higher revenue would enhance fiscal flexibility and provide the financial means for the 

government to support its growth policies and large social and physical infrastructure 

spending needs

● A material weakening in SOEs financial health and poor returns on SOE investments related 

to insufficiently strong governance of Danantara

● Indonesia's growth potential was sustainably strengthening  commensurate with the 

country's population growth and income levels, including through a deepening of financial 

markets and improved competitiveness

Factors that could lead to a downgrade Factors that could lead to an upgrade

(An upgrade is unlikely given the negative outlook on the rating)
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Figure 6: Tax as a share of GDP  Figure 7: Cumulative non-resident flows in equities and 
government securities 

  
SOURCE: MACROBOND, CIMB TREASURY AND MARKETS RESEARCH SOURCE: MACROBOND, CIMB TREASURY AND MARKETS RESEARCH 

 

Figure 8: IndoGB yield spread   Figure 9: IndoGB-UST yield spread  

  
SOURCE: BLOOMBERG, MACROBOND, CIMB TREASURY AND MARKETS RESEARCH SOURCE: BLOOMBERG, MACROBOND, CIMB TREASURY AND MARKETS RESEARCH 

 

Figure 10: Indonesia’s 2s10s yield spread (background highlight when Indonesia’s rating outlook change)  

 
SOURCE: BLOOMBERG, MACROBOND, CIMB TREASURY AND MARKETS RESEARCH 
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DISCLAIMERS AND DISCLOSURES 
 

The content of this report (including the views and opinions expressed herein, and the information comprised herein) has been prepared 
by and belongs to CIMB and is distributed by CIMB. The content of this report may be subject to copyright. 

 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in 
any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or 
regulation. 

 

By accepting this report, the recipient hereof represents and warrants that it is entitled to receive this report in accordance with the 
restrictions set forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions etc.” 
set out below). Any failure to comply with these limitations may constitute a violation of law. This report is being supplied to you strictly 
on the basis that it will remain confidential. No part of this report may be: (i) copied, photocopied, duplicated, stored or reproduced in 
any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any other person; in each case in whole or in part, for 
any purpose, without the prior written consent of CIMB. 

 

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report. 
CIMB may or may not issue regular reports on the subject matter of this report at any frequency and may cease to do so or change the 
periodicity of reports at any time. CIMB is under no obligation to update this report in the event of a change (whether material or 
otherwise) to the information contained in this report. CIMB has no, and will not accept any, obligation to:  (i) check or ensure that the 
content of this report remains current, reliable or relevant;  (ii) ensure that the content of this report constitutes all the information a 
prospective investor may require; or  (iii) ensure the adequacy, accuracy, completeness, reliability or fairness of any views, opinions and 
information; and accordingly, CIMB and its affiliates and related persons (and their respective directors, associates, connected persons 
and/or employees) shall not be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect 
or consequential losses, loss of profits and damages) of any reliance hereon or usage hereof. In particular, CIMB disclaims all responsibility 
and liability for the views and opinions set out in this report.  

 

Unless otherwise specified, this report is based upon sources which CIMB considers to be reliable. Such sources will, unless otherwise 
specified, for market data, be market data and prices available from the market or information aggregation service providers, or, where 
appropriate, any other commonly accepted sources. Information on the accounts and business of entity(ies) will generally be based on 
published statements of the entity(ies), information disseminated by regulatory information services, other publicly available information 
and information resulting from our research. 

 

Whilst every effort is made to ensure that statements of fact made in this report are accurate, all estimates, projections, forecasts, 
expressions of opinion and other subjective judgments contained in this report are based on assumptions considered to be reasonable as 
of the date of the document in which they are contained and must not be construed as a representation that the matters referred to 
therein will occur. Past performance is not a reliable indicator of future performance. The value of investments may go down as well as 
up and those investing may, depending on the investments in question, lose more than the initial investment. This report shall not 
constitute an offer or an invitation by or on behalf of CIMB or its affiliates to any person to buy or sell any investments.  

 

CIMB and its affiliates and related companies, and their respective directors, associates, connected parties and/or employees, may own 
or have positions in currencies, commodities, or securities (to be construed to include equity, fixed income, derivatives and any other 
securities) covered in this report or any securities related thereto, and may from time to time add to or dispose of, or may be materially 
interested in, any such currencies, commodities or securities. Further, CIMB, its affiliates and its related companies do and seek to do 
business with the entity(ies) covered in this report and may from time to time act as market maker or have assumed an underwriting 
commitment in securities of such entity(ies), may sell them to or buy them from customers on a principal basis and may also perform or 
seek to perform significant  investment banking, advisory, underwriting or placement services for or relating to such entity(ies) as well 
as solicit such investment, advisory or other services from any entity mentioned in this report. In such capacities, CIMB, its affiliates and 
its related companies may engage in transactions in a manner inconsistent with any views expressed in this report. 

 

CIMB or its affiliates may enter into agreements with the entity(ies) covered in this report relating to the production of reports. CIMB 
may disclose the contents of this report to the entity(ies) covered by it and may have amended the contents of this report following such 
disclosure. 

 

The analyst(s) responsible for the production of this report hereby certify that the views expressed herein accurately and exclusively 
reflect their personal views and opinions about any and all of the currencies, commodities, securities and entities analysed in this report 
and were prepared independently and autonomously. No part of the compensation of the analyst(s) was, is or will be directly or indirectly 
related to the inclusion of specific recommendations(s) or view(s) in this report. CIMB prohibits the analyst(s) who prepared this report 
from receiving any compensation, incentive or bonus based on specific investment banking transactions or for providing a specific 
recommendation, view or opinion of a particular entity(ies). Information barriers and other arrangements may be established where 
necessary to prevent conflicts of interests arising. However, the analyst(s) may receive compensation that is based on their coverage of 
entity(ies) in the performance of their duties or the performance of their recommendations and research personnel involved in the 
preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this report, an 
investor should be aware that any or all of the foregoing, and CIMB may be in a conflicted position by virtue of its business and proprietary 
trading positions as CIMB transacts products and securities of the financial markets. Additional information is, subject to the duties of 
confidentiality, available on request. 

 

Reports relating to a specific geographical area are produced by the corresponding CIMB related entity as listed in the table below. The 
term “CIMB” shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction 

referenced below, or, in every other case, CIMB Group Holdings Berhad and its affiliates, subsidiaries and related companies.  
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 Country CIMB related entity Regulated by 

Indonesia PT Bank CIMB Niaga Tbk Financial Services Authority of Indonesia 

Malaysia CIMB Investment Bank Berhad  Securities Commission Malaysia and Bank Negara Malaysia 

Singapore CIMB Bank Berhad  Monetary Authority of Singapore 

Thailand CIMB Thai Bank PCL The Bank of Thailand and the Securities and Exchange 

Commission of Thailand 

Hong Kong CIMB Bank Berhad Hong Kong Monetary Authority and Securities and Futures 

Commission 
  

This report does not purport to contain all the information that a prospective investor may require. CIMB and its affiliates do not make 
any guarantee, representation or warranty, express or implied, as to the adequacy, accuracy, completeness, reliability or fairness of any 
such information, view or opinion contained in this report. Neither CIMB nor any of its affiliates nor its related persons shall be liable in 
any manner whatsoever for any consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and 
damages) of any reliance hereon or usage hereof. 

 

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB's and its 
affiliates’ clients generally and does not have regard to the specific investment objectives, financial situation and the particular needs 
of any specific person who may receive this report. The information and opinions in this report are not and should not be construed or 
considered as an offer, invitation, recommendation or solicitation to buy or sell the currencies, commodities, securities, related 
investments or other financial instruments or any derivative instrument, or any rights pertaining thereto. CIMB does not act as a financial 
adviser, consultant, or fiduciary to you or any of your agents with respect to any information provided in this report.  

 

Investors are advised to make their own independent evaluation of the information contained in this report, consider their own individual 
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, 
business, financial, tax and other aspects before participating in any transaction in respect of the currencies, commodities and securities 
covered in this report. The currencies, commodities and securities covered in this report may not be eligible for sale in all jurisdictions 
or to all categories of investors. 

 

The information we provide is directed only to persons or entities we believe to be financially sophisticated, who are capable of evaluating 
investment risks independently, both in general and with regard to particular transactions and investment strategies, and who understand 
that CIMB has financial interests in the offering of its product and services. If this is not the case, and if you are a retail investor receiving 
this directly from us, we ask that you inform us immediately. 

  

Restrictions on Distributions etc. 

 

Indonesia: This report is issued and distributed by PT Bank CIMB Niaga Tbk ("CIMBN") for the exclusive use of any recipient who warrants, 
by receipt of this report, that such recipient is an institutional client as such term may apply under the relevant legislations in Indonesia.  

 

The information, views and opinions in this report are our own as of the date hereof and are subject to change. CIMBN has no obligation 
to update its views or opinions or the information in this report. This report or any copy hereof may only be distributed in Indonesia or 
to any Indonesian citizens wherever they are domiciled or to Indonesian residents in a manner which does not trigger a public offering in 
Indonesia under the applicable Indonesian capital market laws and regulations. 

 

This report is not an offer of, solicitation or invitation to sell or to buy or subscribe for securities in Indonesia. This report is provided to 
the recipient on a strictly confidential basis and is intended for informational or educational purposes only. This report is not intended to 
be a prospectus, and has not been registered as a prospectus with any regulatory body in Indonesia. The securities referred to in this 
report have not been registered with the Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant Indonesian capital 
market laws and regulations, and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens 
through a public offering or in circumstances which constitute public offering requirements within the meaning of any provisions  under 
the Law Number 8 of 1995 regarding Capital Market and other relevant Indonesian capital market law and regulations.  

 

Malaysia: This report is issued and distributed by CIMB Investment Bank Berhad (“CIMB”) solely for the benefit of and for the exclusive 
use of our clients. CIMB has no obligation to update, revise or reaffirm its opinion or the information in this report after the date of this 
report. 

 

Singapore: This report is issued and distributed by CIMB Bank Berhad ("CIMBB"). CIMBB is a financial adviser licensed under the Financial 
Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating research analyses or research reports, 
whether in electronic, print or other form. Accordingly, CIMBB is subject to the applicable rules under the FAA unless it is able to avail 
itself to any prescribed exemptions. 

 

Recipients of this report are to contact CIMBB, 50 Raffles Place, #03-03, CIMB Plaza, Singapore in respect of any matters arising from, or 
in connection with, this report. CIMBB has no obligation to update its opinion or the information in this report. This report is only to be 
received by an accredited investor, expert investor or institutional investor. This report is strictly confidential and has been provided to 
you for personal use only and shall not be reproduced, distributed or published by you in whole or in part, for any purpose. If you have 

received this report by mistake, please delete or destroy it, and notify the sender immediately. 

 

If the recipient is an accredited investor, expert investor or institutional investor, the recipient is deemed to acknowledge that CIMBB is 
exempt from certain requirements under the FAA and its attendant regulations, and as such, is exempt from complying with the following: 

(a) Section 25 of the FAA (obligation to disclose product information); 
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(b) Section 27 of the FAA (duty not to make recommendation with respect to any investment product without having a reasonable basis 
where you may be reasonably expected to rely on the recommendation); 

(c) Section 36 of the FAA (obligation on disclosure of interest in securities); 

(d) MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03]; 

(e) MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16]; and 

(f) any other laws, regulations, notices, directive, guidelines, circulars and practice notes which relate to the above, to the extent 
permitted by applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, 
circulars and practice notes as we may notify you from time to time. In addition, the recipient who is an accredited investor, expert 
investor or institutional investor acknowledges that CIMBB is exempt from Section 27 of the FAA, the recipient will also not be able to file 
a civil claim against CIMBB for any loss or damage arising from the recipient’s reliance on any recommendation made by CIMBB which 
would otherwise be a right that is available to the recipient under Section 27 of the FAA, the recipient will also not be able to file a civil 
claim against CIMBB for any loss or damage arising from the recipient’s reliance on any recommendation made by CIMBB which would 
otherwise be a right that is available to the recipient under Section 27 of the FAA 

 

Thailand: This report is distributed by CIMB Thai Bank Public Company Limited ("CIMBT") for the exclusive use of the qualified institutional 
investors as defined in the notification specified by the Securities and Exchange Commission of Thailand (“SEC”) and under the exemption 
of the SEC’s regulations. This report is for information purposes only and has no regard to the specific investment objectives, financial 
situation or particular needs of any specific recipient. Neither CIMBT nor any of its affiliates, directors, officers, employees, agents or 
representatives (a) shall be responsible to any person with regards to any information, express or implied, whatsoever or howsoever 
arising out of, contained in, derived from or any omission from, the report and (b) make any express or implied representation and 
warranty as to or accept any responsibility for the accuracy, correctness or completeness of any information contained in this report. The 
information, statements or expressions of opinion contained in this report are subject to change without notice and CIMBT has no 
obligation to update any of such change in this report. Certain services are subject to legal restrictions and cannot be offered to any 
category of investors or on an unrestricted basis.  
 

Hong Kong: This report is issued and distributed in Hong Kong by CIMB Bank Berhad ("CIMBB"), an Authorised Institution regulated by the 
Hong Kong Monetary Authority and a Registered Institution regulated by the Securities and Futures Commission ("SFC"). CIMBB is licensed 
by the SFC for Type 1 (dealing in securities) and Type 4 (advising on securities) regulated activities (as defined in the Securities and 
Futures Ordinance (Cap. 571) ("SFO")). This report is not intended for, and should not be relied on by, any person other than professional 
investors (as defined in the SFO). Any currencies or securities and related financial instruments described herein are not intended for 
sale, nor will be sold, to any person other than professional investors (as defined in the SFO). 

 

Additional disclosures  

  

1. As at the date of this report, CIMB and its affiliated companies has proprietary positions in the following securities mentioned in 
this report: 

(i)   Bonds issued by the Government of Indonesia 

 

2. As at the date of this report, CIMB and its affiliated companies function as market maker(s) for the following markets and its 
associated securities mentioned in this report: 

(i)   The market for bonds issued by the Government of Indonesia 

 

3. Data presented in this report are not to be used for the purpose of determining financial market transactions, the calculation of the 
market value of financial instruments, monetary sums payable pertaining to financial instruments, and performance measurement. 

 

4. CIMB has implemented policies and procedures to mitigate conflicts of interest. These include: (i) physical and information barriers 
between departments, inclusive of information sharing policies and procedures, hence views across the firm may be inconsistent 
with the views within this report; (ii) compensation and incentives being independent of specific investment banking deals; (iii) 
reporting line independent from direct revenue generating units or those units which may pose a potential conflict of interest; and 
(iv) research being based on public information with the use of a holistic analytical framework which does not rely on a single source 

of information. 
 

  

 


