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 ▪ Inflation rose to 3.55% y/y in Jan, mainly driven by 2 components (a) housing, 

utilities, fuels, and (b) personal care, with higher global and local gold prices 

adding to some pressures. Monthly inflation fell -0.15% m/m due to steady food 

supply and vehicle tariff discounts. 

 

▪ Administered prices led inflation last month at 9.71% y/y, followed by core 

(2.45%) and volatile food (1.14%). Energy inflation surged to 15% y/y due to low 

base effects on electricity and related to holiday seasons. 

 

▪ Despite slightly above BI’s inflation target, we continue to expect 2026’s average 

inflation to remain largely stable and within BI’s target of 2.5% ± 1.0%, supported 

by slew of government stimulus while risks of demand-pull inflation remain at 

bay amid economic uncertainty. 

Low base on energy put pressure on inflation 

Indonesia’s inflation in Jan stood at 3.55% y/y, above BI’s target range, while 

monthly inflation recorded deflation of -0.15% m/m. Annual inflation was mainly 

driven by two groups: (a) housing, utilities, and household fuels, and (b) personal 

care and other services. Gold was also a key contributor as jewelry demand remains 

steady and increasingly viewed as a good hedging alternative amid rising 

uncertainty, spurring investment demand. However, the sharp rise in housing-

related inflation was largely due to the low base effect from last year’s electricity 

tariff discounts (see Indonesia: Further downward pressure on price driven by 

housing and utilities). Food, beverages, and tobacco continued to contribute to 

annual inflation (see Indonesia: Inflation was low and stable in 2025, likely to 

continue into 2026), though at a smaller scale compared to the two leading groups. 

On a monthly basis, food prices fell, reflecting improved supply of chili, shallots, and 

red onions, alongside extended effects of government vehicle tariff discounts in Dec 

and Jan. 

 

By component, inflation dynamics shifted in Jan, led by administered prices (9.71% 

y/y), followed by core (2.45% y/y) and volatile food (1.14% y/y). Energy inflation rose 

sharply to 15% y/y, driven by the electricity tariff base effect and stronger fuel 

demand during holidays. Core inflation was supported by gold and higher 

education costs. Spatially, 16 of 38 provinces recorded inflation below the national 

average, with Lampung (1.90%), Bali (2.58%), and Bengkulu (2.61%) were the lowest. 

The highest inflation was seen in Aceh (6.69%), Southeast Sulawesi (5.10%), and 

West Papua (5.02%), reflecting electricity tariff effects and jewelry demand came 

from outside the key island of Java. 

 

All-in-all, the upshot in Jan inflation is likely to be transient in nature. While annual 

inflation was slightly above BI’s target range, the drivers were temporary rather 

than structural, minimizing risks to monetary policy, which remains focused on 
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transmission effectiveness (see Indonesia: Pushing back rate cut expectations to 

early 2026). Monthly deflation underscored the effectiveness of government 

measures, though base effects created “artificial” inflation. Looking ahead, inflation 

is expected to remain within BI’s target of 2.5% ± 1.0%, supported by government 

stimulus packages and measures that are likely keeping inflation well within BI’s 

target. We forecast a slightly higher inflation average forecast of 2.5% in 2026, up 

from 2.1% in 2025. 

 

 

Indonesia’s Inflation by Component 

Source: Indonesia Bureau of Statistics, UOB Global Economics & Market Research 

 

 

Indonesia’s Inflation by Group of Expenditure 

Source: Indonesia Bureau of Statistics, UOB Global Economics & Market Research 
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Disclaimer 

 

This publication is strictly for informational purposes only and shall not be transmitted, disclosed, copied or relied upon by any person for 

whatever purpose, and is also not intended for distribution to, or use by, any person in any country where such distribution or use would 

be contrary to its laws or regulations. This publication is not an offer, recommendation, solicitation or advice to buy or sell any investment 

product/securities/instruments. Nothing in this publication constitutes accounting, legal, regulatory, tax, financial or other advice. Please 

consult your own professional advisors about the suitability of any investment product/securities/ instruments for your investment 

objectives, financial situation and particular needs. 

 

The information contained in this publication is based on certain assumptions and analysis of publicly available information and reflects 

prevailing conditions as of the date of the publication. Any opinions, projections and other forward-looking statements regarding future 

events or performance of, including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ 

from actual events or results. The views expressed within this publication are solely those of the author’s and are independent of the 

actual trading positions of United Overseas Bank Limited, its subsidiaries, affiliates, directors, officers and employees (“UOB Group”). 

Views expressed reflect the author’s judgment as at the date of this publication and are subject to change. 

 

UOB Group may have positions or other interests in, and may effect transactions in the securities/instruments mentioned in the publication. 

UOB Group may have also issued other reports, publications or documents expressing views which are different from those stated in this 

publication. Although every reasonable care has been taken to ensure the accuracy, completeness and objectivity of the information 

contained in this publication, UOB Group makes no representation or warranty, whether express or implied, as to its accuracy, 

completeness and objectivity and accept no responsibility or liability relating to any losses or damages howsoever suffered by any person 

arising from any reliance on the views expressed or information in this publication. 


