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Overview: Indonesia's GDP Grew 5.61% YoY in Q1
2026

In the first quarter of 2026, Indonesia's economy grew by 5.61% year-on-year (YoY) - the highest growth rate in more than three years. This
figure demonstrates that domestic economic activity remained resilient amid global pressures, rupiah depreciation, and international

economic uncertainty.

According to the expenditure approach, Gross Domestic Product (GDP) is
calculated using the following identity:

Y=C+I+G+(X—-M)

— C — Household Consumption

Private final consumption expenditure by households, the largest
single component of GDP.

— I — Investment (GFCF)

Gross Fixed Capital Formation - expenditure on physical capital such
as machinery, buildings, and infrastructure.

— G — Government Spending

Government final consumption and capital expenditure, excluding
transfer payments.

— X -M — Net Exports

The difference between total exports and imports; a positive net
figure adds to GDP, while a deficit subtracts from it.

Source: Badan Pusat Statistik (BPS) Indonesia, May 2026



https://www.bps.go.id/en/pressrelease/2026/05/05/2575/ekonomi-indonesia-triwulan-i-2026-tumbuh-5-61-persen--y-on-y-.html

COMPONENT C

Household Consumption (C): The Primary Engine of

Growth

Household consumption remained the dominant driver of Indonesia's economic expansion. In Q1 2026, this component grew by 5.52% YoY,
contributing approximately 54.36% to national GDP - and accounting for roughly 2.94 percentage points of the total 5.61% growth. No
other single component comes close to this level of influence on Indonesia's economic output.

Key Drivers

—)——

Ramadan & Eid al-Fitr Momentum

Q1 2026 coincided with the holy month of Ramadan and the Eid
al-Fitr holiday, traditionally the peak spending period in
Indonesia, driving surges in retail, food, clothing, and travel.

— 00—

THR and Civil Servant Bonuses

Government disbursement of THR (holiday allowances) and the
14th salary for civil servants (ASN) injected significant cash flow
directly into household budgets, amplifying discretionary

spending power.
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Transport Discounts & Government Stimulus

Subsidized transportation fares and targeted stimulus
programs facilitated increased mobility and encouraged
consumers to spend on travel and hospitality services.

—_——

Controlled Inflation

Relatively stable inflation preserved real purchasing power for
households across income segments, sustaining broad-based
consumption growth rather than confining it to upper-income

groups only.

Sectoral Impact

Trade & Retail

Wholesale and retail trade
sectors recorded strong
activity as consumers
accelerated purchases ahead
of and during Eid
celebrations.

Hotels & Restaurants

Hospitality and food service
businesses experienced
heightened activity as
domestic tourism and social
gatherings peaked during
the holiday season.

Transportation &
Logistics

Passenger volumes and
freight movement increased
significantly, benefiting
airlines, railways, toll roads,
and logistics providers.

MSMEs

Micro, small, and medium
enterprises - especially in
food, fashion, and crafts -
benefited directly from the
seasonal surge in consumer
demand.

© Because household consumption constitutes more than
half of GDP, even a modest improvement in consumer
purchasing power translates directly into measurable
national economic growth. This structural characteristic
makes consumer confidence monitoring essential for

economic forecasting.



COMPONENT I

Investment / Gross Fixed Capital Formation (I):

Building Long-Term Capacity

The investment component - measured as Gross Fixed Capital Formation (GFCF) - grew by 5.96% YoY in Q1 2026, contributing approximately
28.29% to national GDP. This solid performance signals that business confidence in Indonesia's long-term growth prospects remained intact
despite external headwinds including global slowdowns and rupiah volatility.

Sources of Investment Growth

I:Inl:l

Economic Significance of Investment

Government Infrastructure Investment is the primary mechanism through which an economy
expands its productive frontier. When GFCF increases, the chain of

Continued investment in priority national infrastructure
projects - including toll roads, airports, seaports, and the
Nusantara capital development - provided a strong base for %
GFCF growth.

Manufacturing Industry

The industrial processing sector attracted both domestic
and foreign direct investment, particularly in downstream -
processing and export-oriented manufacturing facilities.

Machinery & Capital Goods

Purchases of machinery, equipment, and capital goods

reflected businesses' willingness to expand productive -
capacity, signaling optimism about future demand
conditions.

benefits includes:

Job Creation

New construction sites, factories, and capital projects
generate direct and indirect employment opportunities across
skill levels.

Higher Qutput Potential

New physical capital increases the economy's capacity to
produce goods and services, supporting sustainable long-run
GDP growth.

Productivity Gains

Investment in modern machinery and technology raises total
factor productivity, enabling more output from the same level
of labor and resource inputs.

The downstream industrialization (hilirisasi) policy -
particularly in nickel, bauxite, and palm oil - continued to
attract significant investment in Q1 2026, reinforcing
Indonesia's strategic goal of moving up the global value
chain.



COMPONENT G

Government Spending (G): The Fiscal Stimulus Pillar

Headline Numbers

21.81%

Growth Rate

Highest among all GDP expenditure components in Q1 2026

6.71%
Share of GDP

Smaller portion relative to consumption, but with outsized
growth impact

Although government expenditure contributes a smaller
proportion of GDP compared to household consumption
and investment, its exceptional growth rate of 21.81% made
it a critical supporting pillar for overall economic
performance in early 2026.

Key Drivers of Government Spending Growth

Free Nutritious Meals Program (MBQ)

The flagship Makan Bergizi Gratis (MBG) program under
1 President Prabowo's administration required substantial

budget disbursement from the beginning of 2026, directly

boosting government consumption expenditure.

Social Spending & Safety Nets

2 Expansion of conditional cash transfer programs, housing
subsidies, and other social protection schemes increased
government outlays to targeted beneficiary households.

Civil Servant Salaries & THR

= Payment of Eid holiday allowances and the 14th monthly salary
for approximately 4.7 million civil servants represented a
significant lump-sum spending event concentrated in Q.

Government Goods & Services Procurement

% Routine and capital expenditures on government operations,
including health, education, and defense, contributed to the
broader expansion of the G component.

D From a Keynesian economic perspective, the sharp rise in government expenditure acts as a demand-side stimulus: when private
sector activity softens due to global uncertainty, increased government spending boosts aggregate demand, supports output levels,
and provides a counter-cyclical buffer against economic deceleration. This is precisely the role G played in Q1 2026.



COMPONENT X

Exports (X): Modest Growth Amid Global Headwinds

Indonesia's exports grew by a modest 0.90% YoY in Q1 2026 — a notably slower pace compared to other GDP components. This subdued
performance reflects the challenging global trade environment that characterized the early months of 2026, where external demand
weakened and commodity prices remained volatile.

Factors Constraining Export Growth

Global Economic Slowdown

Key trading partners - including China, the United States, and
several European economies - experienced slower growth in
early 2026, reducing their appetite for Indonesian exports
across most categories.

Weak Demand from Trading Partners

Import demand from major buyers contracted or stagnated,
directly limiting Indonesia's ability to expand its export
volumes in the period.

Volatile Commodity Prices

Fluctuations in global prices for palm oil (CPO), coal, and other
key commodities created uncertainty in export revenues, even
where physical volumes were maintained.

Geopolitical Uncertainty

Ongoing geopolitical tensions - including trade disputes and
regional conflicts - disrupted established supply chains and
dampened global trade sentiment throughout the quarter.

Key Export Commodities

CPO & Palm Products

Crude Palm Qil and its
derivatives remained
Indonesia's top agricultural
export, though global price
fluctuations dampened
revenue growth.

Manufactured
Products

Textiles, electronics, and
other manufactured goods
contributed to export
diversification, though
exposed to soft demand in
advanced economies.

Iron & Steel

Value-added iron and steel
products - driven partly by
the nickel downstream
processing push -
represented a growing share
of non-oil exports.

Vehicles &
Components

Automotive exports -
particularly to ASEAN
markets - continued to
provide a stable base for
industrial export
performance.

/N The low export growth rate underscores Indonesia's
relatively high dependence on domestic demand. While this
provides insulation from global shocks, it also means
Indonesia must continue diversifying its export base and
trade partnerships to strengthen the external sector over

the medium term.



COMPONENT M

Imports (M): A Necessary Deduction — Not Always a

Negative Signal

In the GDP expenditure formula¥ = C + I + G + (X - M), imports function as a deduction from GDP because the goods and services purchased
originate from abroad rather than from domestic production. However, the nature of imports matters enormously for economic
interpretation. Indonesia's imports rose notably in Q1 2026, driven by three primary forces: increased demand for raw materials, capital goods

procurement, and stronger domestic consumption.

Why Imports Increased

Rising Raw Material Needs

Expanding manufacturing activity and infrastructure
construction increased demand for imported raw materials
such as steel, chemicals, and industrial inputs - a positive
indicator of economic production activity.

Capital Goods Procurement

Investment growth (GFCF of 5.96%) drove procurement of
imported machinery, equipment, and technology - reflecting
productive investment rather than mere consumption
leakage.

Domestic Consumption Surge

The Ramadan and Eid consumption boom increased demand
for certain imported consumer goods including food
products, electronics, and clothing.

Analytical Framework: When Is Import Growth
Acceptable?

Productive Imports (Positive)

Imports of machinery, capital goods, and industrial raw
materials support domestic production capacity, generate
employment, and ultimately lead to higher exports or domestic
output. These imports are an investment in future growth.

I\ Consumption Imports (Risk)

If the import surge is dominated by consumer goods replacing
domestically produced alternatives, it can widen the trade
deficit, exert depreciation pressure on the rupiah, and deepen
Indonesia's dependence on foreign supply chains - creating
structural vulnerability.

/N A prolonged high import trend dominated by consumption
goods - combined with weak export growth - risks
widening Indonesia's current account deficit and
intensifying pressure on the rupiah's exchange rate
stability.



GDP Component Breakdown: Q1 2026 at a Glance

The following table presents a consolidated summary of all five expenditure components of Indonesia's GDP in Q1 2026, showing growth rates,
GDP shares, and each component's strategic role in supporting the overall 5.61% growth figure.

Component Growth Rate Share of GDP Role in Economy
(YoY)
Household Consumption 5.52% 54.36% Primary engine of GDP growth; contributed ~2.94pp to
(O total growth
Investment / GFCF (I) 5.96% 28.29% Driver of long-term productive capacity and

employment generation

Government Spending 21.81% 6.71% Fiscal stimulus and counter-cyclical support; fastest
(G) growing component
Exports (X) 0.90% 21.22% External sector support; constrained by weak global
demand
Imports (M) Increased (net - Reflects domestic activity; composition matters for net
deduction) impact

54.36% 28.29%

Consumption (C) Investment (I)

Dominant share - reflects Indonesia's domestic-demand driven Second largest component, growing solidly at 5.96% YoY
growth model

Ny

0/ 0/
21022 /0 6071 /0
Exports (X) Government (G)
External sector with subdued 0.90% growth amid global slowdown Smallest share but highest growth rate at 21.81% - critical fiscal

stimulus

Source: BPS Indonesia Press Release, May 5, 2026; Bloomberg Technoz



https://www.bps.go.id/en/pressrelease/2026/05/05/2575/ekonomi-indonesia-triwulan-i-2026-tumbuh-5-61-persen--y-on-y-.html
https://www.bloombergtechnoz.com/detail-news/108036/ekonomi-tumbuh-5-61-q1-2026-masih-ditopang-konsumsi-investasi
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Reading the Data

The bar chart highlights a striking divergence in Q1 2026
growth performance across components. Government
spending led with an exceptional 21.81% expansion - the
result of front-loaded fiscal disbursements including the
MBG program, civil servant bonuses, and social expenditures.
However, because government spending comprises only
~6.7% of GDP, its contribution to total growth remains
limited in absolute terms.

Investment and household consumption - the two largest
GDP components - both grew in the 5.5-6.0% range, a
broadly healthy performance. Together, they accounted for
the majority of the 5.61% headline growth. Exports, by
contrast, lagged significantly at 0.90%, reflecting the
challenging global trade environment that constrained
Indonesia's external earnings in the quarter.

@ Akey distinction in GDP analysis is between growth
rate (how fast a component expanded) and growth
contribution (how much it added to total GDP
growth). Household consumption's 5.52% growth
contributed ~2.94pp to total growth - far exceeding
government spending's 21.81% growth which
contributed a smaller absolute share due to its lower
GDP weight.



Conclusions & Key Takeaways

Indonesia's 5.61% GDP growth in Q1 2026 - the highest in over three years - reflects a resilient, domestically anchored economy that
successfully navigated a challenging global environment through the combined force of consumer spending, investment activity, and

proactive fiscal policy.

72 Consumption Dominates

Household consumption (C) grew 5.52%
and contributed approximately 2.94
percentage points to total growth.
Ramadan-Eid seasonality, government
bonuses, and controlled inflation kept
consumer spending buoyant - confirming

71 Investment Stays Solid

GFCF (I) grew 5.96%, supported by
infrastructure projects, manufacturing
investment, and downstream industry
expansion. This signals sustained
business confidence and capacity-
building despite external headwinds

1l Government Steps Up

Government spending (G) surged 21.81%
- the fastest growing component - led by
the MBG program, social transfers, and
civil servant bonuses. The state played its
Keynesian role effectively: supporting
aggregate demand when global

Indonesia's domestic demand-led growth
model.

Structural Observation

Domestic Dependence

Indonesia's growth structure remains heavily reliant on domestic
purchasing power, government stimulus, and local investment.
While this insulates the economy from some external volatility, it
also means that any deterioration in consumer confidence or
fiscal space could disproportionately affect growth.

Export Vulnerability

Export growth of just 0.90% - against a backdrop of rising
imports - signals a widening trade imbalance risk. Diversifying
export markets and accelerating the downstream
industrialization agenda are critical long-term priorities for
strengthening Indonesia's external account resilience.

Import Composition Watch

The rise in imports must be monitored carefully. Productive
imports of capital goods and raw materials support future
growth; excessive consumer import penetration, however, poses
risks to the current account, currency stability, and domestic
industry competitiveness.

including rupiah depreciation.

uncertainties threatened to dampen
private-sector momentum.

© Bottom Line: Indonesia's Q1 2026 economic performance
is a positive signal of domestic resilience. Sustaining this
momentum into subsequent quarters will require
maintaining consumer purchasing power, continuing
productive investment incentives, managing fiscal space
responsibly, and accelerating structural reforms to boost
export competitiveness in a challenging global trade
environment.

Sources: BPS Indonesia (May 5, 2026); BPS Indonesia News
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