il
IEP

Boosting the
Recovery

Indonesia Economic Prospects, June 2021

Abdoulaye Sy
Senior Economist

Download the Report at
www.worldbank.org/iep

INDONESIA
ECONOMIC
PROSPECTS

IBRD « IDA | WORLD BANK GROUP

T -. Australian Government @ THE WORLD BANK


http://www.worldbank.org/iep

Impact
Policy response
Economic outlook

Policy priorities




Real GDP growth in 2020, in percent
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Source: World Economic Outlook, IMF.
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Impacts on firms, workers, and households (%)
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Increase in primary deficit 2019-2020 (% points of GDP)
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Source: WB Macro Poverty Outlook April 2021.
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Expenditure to GDP (2019)

Spending level vs. spending growth 2019-2020
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Portfolio flows (US$ bn), Real Effective Exchange Rate (Index)
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Real policy rate

Inflation -inflation target vs. real policy rate (%)

5%
4%
3%
2%
1%
0%

-1%

-3%

-4%
-4%

Thailand 0‘ .
Colombia

0 China

Indonesia

4

South Africa ‘ Georgia

< Mexico
Romania> Russia
_o0y, Paraguay ¢ ¢ India

Chile €+ < Pnilippines

‘ Brazil

Hungary

-2% 0% 2% 4% 6% 8% 10%

Inflation - inflation target

Source: Haver Analytics, World Bank staff calculations.

Economic outlook

Policy priorities

"urkey

12%



Credit growth (%, year-on-year) Corporate Vulnerability Index (1=most vulnerable)
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2019 | 2020 | 2021 | 2022 | 2023 | 2024
Actual Projection
Real GDP 5 -2.1 4.4 5 5.1 5.1
CPI (yearaverage) 2.8 2 2.3 2.8 3.2 3.4
Fiscal Balance -22 | -6.2 | -54 | -41 -3 -3
Central Government Debt | 30.2 | 394 | 41.2 | 42.6 43 43.5
Current account balance -2.7 | -04 | -15 | -1.8 -2 -2.3
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ARecent acceleration in daily cases is cause for
health, social and economic concerns

A Authorities have established sound vaccination
strategy. Supply constraints are starting to ease.
Prioritize geographic locations where
transmission rates are the highest

®

ASuccessfully containing the pandemic will also
rest on adequate testing-tracing-isolation, along
with non-pharmaceutical interventions
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Exchange rate
flexibility

Maintain
external
buffers

Accommodative
onetary policy

Impact Policy response

ADomestic economic conditions: output
gap, inflation

A External vulnerabilities: US monetary policy,
external financing pressures

A Coordination with fiscal policy: recovery in
domestic demand, financing needs



General government revenue (% of GDP)
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