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Introduction

There’s more to Asia’s vast economy than just China and Singapore, both linchpins of 
regional growth.

Indonesia is slowly but surely cementing a reputation as a standout in the glob-
al economy, aided by a strong domestic economy and a government embracing 
pro-market reforms. With that in mind, the country recently saw its strongest growth 
in more than three years.

The largest economy in Southeast Asia, Indonesia – a diverse archipelago nation of 
more than 300 ethnic groups has charted impressive economic growth since over-
coming the Asian fi nancial crisis of the late 1990s. The country’s GDP per capita has 
steadily risen, from $857 in the year 2000 to $3,603 in 2016. Today, Indonesia is the 
world’s fourth most populous nation, the world’s 10th largest economy in terms of 
purchasing power parity, and a member of the G-20.  An emerging middle-income 
country, Indonesia has made enormous gains in poverty reduction, cutting the pover-
ty rate to more than half since 1999, to 10.9% in 2016.

Indonesia’s economic planning follows a 20-year development plan, spanning from 
2005 to 2025. It is segmented into 5-year medium-term plans, called the RPJMN, 
each with different development priorities. The current medium-term development 
plan – the third phase of the long-term plan runs from 2015 to 2020, focusing, 
among others, on infrastructure development and social assistance programs related 
to education and health-care.  Such shifts in public spending have been enabled by a 
reform of long-standing energy subsidies, allowing for more investments in programs 
that directly impact the poor and near-poor.

Considerable challenges remain in achieving Indonesia’s goals.



A continued slump in demand for commodities – the fuel for Indonesia’s economic 
boom in the past decade – has led to moderating GDP growth. Trade has slowed, as 
has expansion of fi xed investment, and domestic consumption – long the main driver 
of growth – is also less buoyant. These developments have led to a slower pace of 
poverty reduction.

While the poverty rate declined by 1% annually from 2007 to 2011, since 2012 pover-
ty has declined by an average of only 0.3 percentage points per year. Hence out of a 
population of 252 million, more than 28 million Indonesians still live below the pover-
ty line. Approximately 40% of the entire population remains vulnerable of falling into 
poverty, as their income hover marginally above the national poverty line.

Another challenge to efforts at reducing poverty – and to the 1.7 million youth who 
enter the workforce each year – is the slower pace of job creation. Employment 
growth is now slower than population growth.

While there are greater efforts at improving basic public services, the quality of health 
clinics and schools is uneven by middle income standards, contributing to alarming 
indicators, particularly in health.

For example, the maternal mortality rate in Indonesia is 126 maternal deaths per 
100,000 live births – higher than the Millennium Development Goal of 102 maternal 
deaths per 100,000 live births. 1 in 3 children under the age of 5 suffer from stunting, 
or shorter height, which reflects impaired brain development that will affect the chil-
dren’s future opportunities. If not reversed, the gap between rich and poor, already in-
creasing in recent years, may widen. At 0.40, Indonesia’s GINI coeffi cient – a measure 
of inequality - is higher than in neighboring countries.

In order to strengthen the investment climate and economic growth, the government 
continues to announce policy reforms intended to ease red-tape. Investors welcome 
the policy reforms, which include opening up sectors for investment and reducing 
high logistics costs. 



Economic View
GDP Annual Growth:

The gross domestic product (GDP) measures of national income and output for a 
given country’s economy. The gross domestic product (GDP) is equal to the total ex-
penditures for all fi nal goods and services produced within the country in a stipulated 
period of time. The Gross Domestic Product (GDP) in Indonesia was worth 861.93 
billion USD in 2015. The GDP value of Indonesia represents 1.39 percent of the world 
economy. GDP in Indonesia averaged 228.00 Billion USD from 1967 until 2015, reach-
ing an all-time high of 917.87 Billion USD in 2012 and a record low of 5.98 Billion USD 
in 1967.

The Indonesian economy expanded 5.01 percent year-on-year in the March quarter 
of 2017, stronger than a 4.94 percent growth in the fourth quarter 2016 while mar-
ket estimated a 5.0 percent expansion. Growth was driven by a rebound in govern-
ment spending and faster rises in exports and investment while private consumption 
slowed. GDP Annual Growth Rate in Indonesia averaged 5.29 percent from 2000 until 
2017, reaching an all-time high of 7.16 percent in the fourth quarter of 2004 and a 
record low of 1.56 percent in the fourth quarter of 2001.

GDP Last 10 years



The data of last 5 year on the basis of GDP growth rate, annual growth rate, constant 
price, fi xed capital formation, national product, per capita income, agriculture is fol-
lowing:

GDP Annual Growth from Last 5 years



In the fi rst quarter, government spending rose by 2.71 percent, reversing from a 4.05 
percent decline in the December quarter. Private non-profi t expenditure expanded by 
8.02 percent, as compared to a 6.72 percent growth in the preceding quarter. Exports 
increased by 8.04 percent, much faster than a 4.24 percent expansion in previous 
quarter. Imports also rose by 5.02 percent, after registering a 2.82 percent increase. 
Gross fi xed capital formation grew by 4.81 percent, compared to a 4.80 percent rise in 
the previous three months. Private consumption expanded by 4.93 percent year-on-
year, slower than a 4.99 percent growth in the preceding quarter.

On the production side, growth was faster for most sectors: other services (8.01 per-
cent from 7.69 percent in the prior quarter), hotel and restaurants (4.68 percent from 
4.47 percent), construction (6.26 percent from 4.21 percent), fi nance (5.73 percent 
from 4.18 percent), healthcare (7.13 percent from 4.10 percent), real estate (3.67 per-
cent from 3.65 percent), manufacturing (4.21 percent from 3.36 percent), government 
administration (0.58 percent from 0.27 percent), agriculture (7.12 percent from 5.31 
percent), wholesale (4.77 percent from 3.90 percent), education (4.11 percent from 
3.12 percent), water and waste management (4.39 percent from 2.66 percent). Ac-
tivities rose at a slower pace for : business services (6.80 percent from 6.83 percent), 
electricity and gas (1.60 percent from 3.14 percent), and information (9.10 percent 
from 9.57 percent) while mining fell (-0.49 percent from 1.60 percent).

For the second quarter of the year, the country’s central bank expects domestic econ-
omy to expand further, supported by stronger investment and rising exports while 
consumption should remain relatively stable. Higher commodity prices and strength-
ening demand due to global recovery are expected to drive investment and exports. In 
addition, the central bank views the role of fi scal stimuli, in terms of catalysing eco-
nomic growth, should be maintained.

For full 2017, the economy is projected to grow by 5.2 percent, accelerating from a 
5.02 percent expansion in 2016.

On a quarter-on-quarter basis, the economy shrank 0.34 percent in the three months 
to March 2017, following a 1.77 percent decline in the December quarter and com-
pared to market consensus of a 0.35 percent fall.



Growth & Consumer Credit Reports

To compare the growth & to understand the economic situation of Indonesia in a bet-
ter way we can take a view of comparison of Indonesia with the most strong econ-
omies of the world & The results are quite surprising that scenario is almost similar 
hence the investment opportunities in Indonesia can be said similar to the investment 
in the best economies of the world. Let`s go through the comparison summary:

Indonesia Vs. United States

Unemployment Rate in Indonesia went down to 5.33 percent in Q1 2017 from 5.61 
percent in Q3 2016. United States Unemployment Rate declined to 4.30 percent 
in May 2017 from 4.40 percent in Apr 2017. GDP Growth Rate in the United States 
went down to 1.20 percent in Q1 2017 from 2.10 percent in Q4 2016. Indonesia GDP 
Growth Rate rose to -0.34 percent in Q1 2017 from -1.77 percent in Q4 2016. 



 Indonesia Vs. Euro Area 

Unemployment Rate in Indonesia went down to 5.33 percent in Q1 2017 from 5.61 
percent in Q3 2016. Euro Area Unemployment Rate declined to 9.30 percent in Apr 
2017 from 9.40 percent in Mar 2017. GDP Growth Rate in the Euro Area was last reg-
istered at 0.50 percent in Q1 2017. Indonesia GDP Growth Rate rose to -0.34 percent 
in Q1 2017 from -1.77 percent in Q4 2016.  

Indonesia Vs. United Kingdom

GDP Growth Rate in Indonesia went up to -0.34 percent in Q1 2017 from -1.77 per-
cent in Q4 2016. United Kingdom GDP Growth Rate declined to 0.20 percent in Q1 
2017 from 0.70 percent in Q4 2016. Unemployment Rate in Indonesia went down to 
5.33 percent in Q1 2017 from 5.61 percent in Q3 2016. United Kingdom Unemploy-
ment Rate declined to 4.60 percent in Mar 2017 from 4.70 percent in Feb 2017.



Consumer Credit:

The term consumer credit refers to all kinds of credit employed by individuals that 
are not collateralized by real estate or fi nancial assets such as stocks and bonds and 
not used for business purposes. It includes instalment credit for automobiles, home 
repair and modernization, appliances, education, large recreational items, and re-
volving credit on credit cards. There are many ways to classify consumer credit into 
categories, including use, method of generation (direct and indirect closed-end credit, 
non-instalments credit, and open-end credit), and kind of fi nancial institution gener-
ating the loan (depository institutions, fi nance companies, credit unions, others).

Consumer credit is considered a good indicator of the potential future spending levels 
seen in the Personal Consumption and Retail Sales reports, and shows the extent to 
which benchmark interest rates such as the fed funds rate and prime rate have man-
ifested themselves at the consumer level (it can take six months to a year for macro 
interest rates to work their way down to consumers). 

These factors are important when investors consider that consumers make up more 
than two-thirds of total GDP consumption. If consumers stop spending or face a 
credit crunch, GDP will not be able to grow much. Investors in consumer cyclical 
stocks should be keenly interested in consumers’ ability to spend more in the future.

Consumer credit fi gures have a lot of seasonal and inherent volatility, so investors 
should always review the current report for adjustments to prior periods, paying par-
ticular attention to revisions to year-over-year growth. Long-term trends are the most 
studied portion of the report, both in the total outstanding balances as well as the 
change in overall interest rates being charged.

The Conference Board has tapped consumer credit as a lagging indicator, and uses a 
ratio of consumer credit to personal income as a component of its Index of Lagging 
Indicators. The Fed operates on the theory that consumers will not signifi cantly in-
crease their borrowing levels until their personal incomes increases enough to justify 
the higher debt load. As such, borrowing may show the largest increases when the 
economy is already coming out of a recession, rather than during the worst of it.



How helpful consumer credit reports are for investors can be listed out in points as follows:

Strengths: 
• Contains detailed breakdown of loan fi gures, such as average maturity and pre 
 vailing interest rates.
• Data is provided with and without seasonal adjustments. 
• Release shows comparisons against previous month, previous year, and also  
 against results from the last fi ve years.

Weaknesses:
• Only total growth in outstanding loans is shown; there is no way of knowing if  
 consumer payments have fallen off or if new loan growth has slowed based on
 a falling consumer credit number (and vice versa). 
• Absence of home-equity debt provides for an incomplete picture. 
• Because it comes out after the consumer confi dence report and retail sales    
 reports for the month, some analysts will not look as intently at the consumer    
 credit fi gures month to month, instead reviewing multi-period trends once or twice a year.

Consumer Credit in Indonesia increased to 2008610 IDR Billion in March from 
1985711 IDR Billion in February of 2017. Consumer Credit in Indonesia averaged 
531859.41 IDR Billion from 1992 until 2017, reaching an all-time high of 2008610 IDR 
Billion in March of 2017 and a record low of 27200 IDR Billion in March of 1993.

Consumer Credit in Indonesia grew to 2008610.00 IDR Billion from 1985711.00 IDR 
Billion and Consumer Spending went up to 1309070.90 IDR Billion from 1307300.00 
IDR Billion in Q4 2016..



So here we can see the increase which is an indicator of that attraction of consum-
ers has been moved a lot towards credit facilities. Following has been the consumer 
credit trend in last 5 years:



Opportunities

GDP growth has been high and is set to edge up in 2017 and 2018. Government in-
frastructure spending continues to underpin economic activity, and both private con-
sumption and private investment are showing signs of fi rming. The current account 
defi cit is projected to be stable.

The central bank has eased rates six times since the beginning of the year. The gov-
ernment has released a string of reform packages over the past year to improve the 
business environment, streamline investment and liberalise inward investment. There 
should be scope for a few more interest rate cuts in the medium term, as inflation 
is projected to remain subdued. However, the fi scal balance is deteriorating owing 
to slower growth and low commodity prices. Public expenditure is being reined in to 
avoid breaching the legal defi cit limit of 3% of GDP.

The government’s priority has been to lift spending on infrastructure and social ser-
vices, notably health and education. This policy is welcome as it will raise growth and 
make it more inclusive. However, the defi cit’s proximity to its legal ceiling has led to 
cuts in planned expenditure. While an ongoing tax amnesty may help ease this con-
straint in the short term, in the longer term tax revenues, which are very low, will have 
to be boosted. Policies are needed to address the narrow tax base, the low number of 
taxpayers and weak compliance.



Consumer credit scenario of the country cannot be predicted for the coming years 
but if we analysis the last trends and see for the coming terms from March 2017 
to T+2 and T+3 (which is 2 month & 3 month term onwards) the following coming 
trends can be predicted::

Conclusion

 Reviving investment and external trade are likely to strengthen growth this year and 
next, accompanied by higher inflation and a smaller current account defi cit. In addi-
tion to infrastructure development and structural reform, addressing the skills gap is 
one important measure needed to sustain growth over the medium- to long-term. 
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