
OPINION

Boosting growth: financial 
sector strategies to hit 8% 

The Bull in a Dilemma: Stuck Between 
Ideology and Pragmatism in Jakarta Pilkada

We often face dilemmas in econom-
ic policy discussions. Even during the 
Great Depression, the King of England 
expressed his confusion about why 
each economist he met presented him 
with a different perspective. Inviting 
five economists would likely yield five 
different opinions on the same issue. 
Eventually, policy must focus on tar-
gets, to achieve within various given 
constraints.

Regarding growth and stability, the 
phrase “stability over growth” has 
been common in financial sector deci-
sion-making over the past decade. 
This became especially relevant follow-
ing the tapering sentiment in 2013. 
Over the last decade, we’ve seen the 
dominance of the U.S. dollar influenc-
ing monetary tightening in Indonesia 
to stabilize the Rupiah, even as infla-
tion has remained relatively con-
trolled. Bank Indonesia, through its 
macroprudential policies, has per-
formed admirably, collaborating with 
the Ministry of Finance’s fiscal disci-
pline to steer the country through vol-
atility.

On the other side, a closer look at 
the real sector, specifically at data 
from companies listed on the Jakarta 
Stock Exchange, reveals a declining 
sales and profit growth trend. While 
Indonesia’s economy has consistent-
ly grown by around 5 percent over 
the last decade, return on equity 
(ROE) has seen a steady decline, and 
the real sector continually voices con-
cerns about a sluggish economy. This 
creates an interesting scenario: de-
spite solid macroeconomic indicators, 
we witness weakening growth across 
corporations, SMEs, and society at 
large.

Nominal GDP growth, which in-
cludes inflation, has decelerated 
sharply, from an average of 12 percent 
in 2010-2016 to just 7 percent be-
tween 2016-2024. This slowdown has 
naturally impacted businesses, result-
ing in slower job creation.

The banking system is strong, with 
high capital adequacy ratios, low 
non-performing loans (NPLs) and 

The Indonesian Democratic Party 
of Struggle (PDIP) has long been 
known as a militant political force, 
specifically as a powerful opposition 
element during the era of President 
Soeharto and President Susilo Bam-
bang Yudhoyono (SBY). However, the 
unexpected departure of a central 
cadres, namely, Joko Widodo, has 
dramatically impacted party fortunes. 
A free-fall defeat in the 2024 presiden-
tial election was a consequence of this 
parting of ways, where PDIP unex-
pectedly 	lost the opportunity to di-
rectly influence the direction of na-
tional policy.

This separation also resulted in a 
decline in support from their tradi-
tional voter base and has disrupted 
the comfortable political coalition that 
had been long-established. The Party 
is now frankly facing a credibility cri-
sis, leaving Party members feeling be-
wildered at the loss of political direc-
tion. It also faces challenges in 
restoring public trust and rebuilding 
their declining political power.

In an ever-shifting political dynam-
ic, PDIP must now face a major chal-
lenge in deciding on candidates for 
the Jakarta gubernatorial election 
(Pilkada). Political unrest and protests 
that have shaken the Constitution 
have added to the complexity of the 
situation, and PDIP is thus scram-
bling to formulate a methodical strat-
egy. Determining the correct guberna-
torial candidate is not only important 
in terms of winning the election, but 
also for repairing the Party’s damaged 
image and overcoming the negative 
impact of a resounding defeat in the 
2024 presidential election.

healthy net interest margins (NIM). 
Despite these robust banking indica-
tors, liquidity remains constrained for 
many. This suggests that the financial 
sector needs to act as an enabler to 
boost economic growth. While eco-
nomic stability is good, the velocity of 
money (M2/GDP) has yet to return to 
pre-pandemic levels, indicating a 
need for greater money circulation 
within the economy.

Concerns about a global economic 
slowdown have persisted for years, 
perpetuating a cautious approach un-
der VUCA (Volatility, Uncertainty, 
Complexity, and Ambiguity). However, 
it seems odd to remain cautious with-
out adapting. Perhaps it’s time to 
change our perspectives.

Are we being too cautious, thus 
limiting economic activity? It’s like 
telling a talented cyclist not to ride 
fast for fear of falling. If that mindset 
persists, winning races—or achieving 
higher economic growth—will remain 
a distant dream. Instead of restricting 
speed, we should provide safety fea-
tures like helmets and knee guards to 
manage risks. Similarly, we need to 
enhance financial market mecha-
nisms to improve risk-sharing and 
management, facilitating a more vi-
brant economy.

A Strong Financial Sector 
Supporting Economic Growth

Several intermediary targets are to 
be achieved, allowing the financial 
sector to boost economic growth, as 
mandated by the Financial Sector De-
velopment and Strengthening Law 
(P2SK). This article discusses certain 
key policies for potential economic 
growth from the financial sector: in-
ternationalizing Rupiah-denominated 
assets abroad, deepening the deriva-
tives market (hedging in Indonesia), 
and providing incentives for credit 
issuance and direct investment in the 
real sector. These measures aim to 
foster a constructive “risk-on” envi-
ronment for future economic growth.

First Point: The Need to Explore 
Internationalization of Rupiah Assets.

Among the various factors that 
PDIP must consider are its candi-
date’s ability to attract widespread 
support, to deal with local issues ef-
fectively and integrate the Party plat-
form with the needs and aspirations 
of Jakartans. Discussions at an inter-
nal level must be more focused on 
how to choose a candidate who is 
competent, can face political chal-
lenges and is able to revitalize PDIP’s 
standing in the Jakarta political are-
na.

The name Anies Baswedan has 
emerged as a potential candidate for 
Jakarta Pilkada, particularly after his 
visit to the PDIP office, which many 
suspected was intended to cement 
cooperation between the two. Howev-
er, an intriguing question arose about 
the rationale for selecting Anies Bas-
wedan. This decision could be logical-
ly understood, because based on the 
latest survey by Saiful Mujani Re-
search and Consulting (SMRC) on 
August 25, 2024, Anies Baswedan 
consistently topped the list of candi-
dates, with around 37 percent sup-
port.

This figure depicts a considerable 
level of popularity and support from 
the public, making it a strategic 
choice for PDIP, to optimize its chanc-
es of winning Jakarta Pilkada. How-
ever, as a party known for its tough-
ness and activist ideology, PDIP 
needs more than simply popularity. 
Also, one must remember that Anies 
Baswedan is not a PDIP cadre, mean-
ing that by nominating him, the Party 
must consider potential challenges in 
unifying its vision and mission and 
integrating an external candidate into 

One longstanding issue is the ex-
change rate of the Rupiah against the 
U.S. dollar. Currently, the Rupiah is 
banned from being traded abroad, as 
we’ve been stuck in a mindset where 
solving the USD-Rupiah exchange rate 
problem requires incentives to bring 
dollars into the country. If we continue 
with this mindset, we will keep resort-
ing to premature monetary tightening, 
despite low inflation, and cutting gov-
ernment spending just to satisfy the 
financial markets’ thirst for stability. 
While the Rupiah has recently stabi-
lized, responding to expectations of 
Federal Reserve interest rate cuts, the 
volatility we have experienced in re-
cent times will continue to be a con-
stant threat, causing us to repeatedly 
jam the brakes on the economy.

Bank Indonesia has taken a strate-
gic step, by introducing Bilateral Cur-
rency Swap agreements, allowing 
transactions with neighboring coun-
tries in local currencies. This policy is 
a good start, but it’s only halfway 
there. To complement this, we must 
simultaneously encourage trade part-
ners to directly purchase Rupiah as-
sets issued by Indonesian entities (ini-
tially, Indonesian government bonds) 
or facilitate Indonesian entities to is-
sue bonds in the currency of our trade 
partners. 

If successful, this could significant-
ly reduce the usual financial market 
pressures during a USD upcycle, al-
lowing Indonesia to maintain strong 
growth even amid dollar pressures.

Second Point: More Efforts to Deep-
en the Derivatives Market (Hedging).

The shallow, one-sided derivatives 
market has been a key obstacle, inhib-
iting various transactions. This limita-
tion results in the private sector be-
coming skittish and risk-averse, 
whenever there is Rupiah volatility or 
when liquidity-tightening looms out of 
the darkness. A lack of appropriate 
financial instruments often traps our 
mindset, one prioritizing stability over 
growth – without pushing the bound-
aries for higher growth.

There are interesting instruments 

the Party’s structure and established 
culture.

Not long afterward, there emerged 
a report that Anies Baswedan would 
not in fact be running, and was to be 
replaced by Pramono Anung, a senior 
PDIP cadre who has a comprehensive 
political career and is in tune with the 
Party’s vision, mission and goals. As 
an internal figure who has long been 
involved in politics, Pramono Anung 
offers stability and experience that 
align with PDIP’s character. This 
choice seems safer and in concor-
dance with Party ideology, ensuring 
that the candidate nominated thor-
oughly understands and is commit-
ted to the Party’s vision. In any case, 
the decision raises inevitable strategic 
implications.

Amid this decision, however, a 
fundamental question arises: Will 
PDIP adhere to its pure idealism? As 
a party known for its toughness and 
ideology, the decision to choose an 
internal cadre like Pramono Anung 
reflects a commitment to its princi-
ples. However, to be able to rule, pol-
itics requires not only idealism but 
also victory. After a humiliating defeat 
in the recent presidential election, 
PDIP has arrived at a critical point, 
one where maintaining idealism with-
out calculating the chances of win-
ning could pose a major risk. Will 
PDIP remain steadfast to the values ​​
that have become the Party’s identity, 
or will they compromise and adjust 
their strategy to achieve a more real-
istic, and more likely guaranteed vic-
tory?

On August 27, 2024, PDIP offi-
cially announced their nomination 

to apply with volatility. For example, 
Turkey has seen extreme currency 
volatility, yet despite the Lira’s signifi-
cant depreciation, there has been no 
wave of mass bankruptcies. The Turk-
ish stock market has seen extraordi-
nary gains, partly because Turkey 
provided incentives to private sectors 
affected by currency volatility, through 
Foreign Linked Deposit facilities, al-
lowing businesses to manage currency 
risks without having to halt economic 
activities; this stands as a clear exam-
ple of how financial markets can pro-
tect economic actors through hedging. 

Third Point: Guidance and Incen-
tives for Non-Bank Financial Institu-
tions to Invest Directly in Economic 
Growth.

Currently, Indonesia’s insurance 
industry holds total assets of IDR 
1,132 trillion, while pension funds 
manage IDR 1,464 trillion, and the 
mutual fund industry oversees IDR 
508 trillion in assets. These pools of 
capital represent significant potential, 
if we can direct these managed funds 
toward instruments with higher in-
vestment returns, while maintaining 
good governance and risk manage-
ment.

Several neighboring countries have 
taken similar initiatives: Malaysia, op-
erating through its Gear-UP program, 
has allocated institutional government 
funds for direct domestic investment, 
focusing on high-growth sectors and 
the economic transition towards sus-
tainable growth.

As the urgency of growth increases, 
we must pursue constructive changes 
in the financial sector, to avoid being 
“dead chickens in a rice barn,” where 
vast potential remains untapped, be-
cause of a longstanding curse of struc-
tural issues that could have been ad-
dressed.

If these problems are resolved, our 
financial mediation in the banking 
sector will improve. We can achieve 
high and sustainable growth, with 
changes in the financial sector and 
effective communication between 
stakeholders. 
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of Pramono Anung and Rano Karno 
as the gubernatorial and vice-guber-
natorial candidates for the upcoming 
Pilkada. This decision was made de-
spite the uncertainty of coalition 
support and the probability of win-
ning in an increasingly intense com-
petition. PDIP’s move can be seen as 
a steadfast commitment to maintain 
the Party’s idealism while continuing 
to prioritize their own cadres, even 
though they may succumb to defeat. 
Then again, this decision also raises 
the question: Is this a form of a 
steadfast and consistent idealism, or 
an overoptimistic and poorly-mea-
sured idealism in facing current po-
litical realities?
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