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Slower Money Supply Growth Contributes to Lower Inflation in Indonesia
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Figure 1. M2, M1 and Inflation
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Loan Growth (YoY)M1 (YoY)M2 (YoY)Period

10.4%5.8%4.4%December 2024

Broad money supply (M2) growth slowed to 4.4% YoY, reaching IDR 9,211 trillion in
December 2024, down from 6.5% YoY in November 2024. By component, M2 money
development was driven by narrow money (M1) growth of 5.8% YoY and quasi-money
growth of 0.3% YoY in December 2024. M2 money supply growth was supported by M1
money supply growth of 56.7%, consisting of currency growth outside commercial banks
rural banks and rupiah demand deposits comprising electronic money and rupiah savings.
M2 money supply growth has experienced a decline over the past year, contributing to the
downward inflation trend (Figure 1).

Bank lending growth recorded a slowdown to 10.39% YoY in December 2024 from 10.79%
YoY in November 2024. This deceleration was partly due to Bank Indonesia's benchmark
interest rate remaining high. Additionally, while several Indonesian banks view interest rate
reductions as a positive catalyst but they remain cautious in extending credit amid
weakening loan demand. This is supported by the Loan to Deposit Ratio (LDR), which
decreased by 0.18% MoM to 87.34% in November 2024. Meanwhile, Third-Party Funds
(TPF) grew by 7.5% YoY in November 2024, reaching IDR 8,836 trillion (Figure 2).

Figure 2. Figure 2. Loan Growth, Third-party Funds, Loan to Deposit Ratio
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