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FOREWORD
CHAIRMAN OF OJK’S BOARD
OF COMMISSIONERS

The financial services sector
continues to evolve dynamically
and adapt, especially following
the enactment of Law Number 4
of 2023 on the Development and
Strengthening of the Financial
Sector (PPSK Law)

—>

MAHENDRA SIREGAR
Chairman of OJK’s Board
of Commissioners

Peace be upon you, and may the mercy and blessings of
God be upon us all

All praise is due to God Almighty. Through His grace and
blessings, Indonesia Financial Services Authority (OJK) is
once again able to publish its Indonesian Islamic Finance
Report (LPKSI), this time for the year 2024. The financial
services sector continues to evolve dynamically and adapt,
particularly following the enactment of Law Number 4
of 2023 on the Development and Strengthening of the
Financial Sector (PPSK Law). The mandates outlined in
the PPSK Law call for follow-up actions by regulators
and government ministries/agencies through a range of
established policy directions. As a reaffirmation of our
commitment to implementing the key provisions and
roadmaps that have been formulated, the 2024 edition
of LPKSI is published under the theme: “Transforming
Policy Direction to Advance the Development and
Strengthening of Islamic Finance”.

The effective implementation of existing policies
and regulations is expected to serve as a key driver in
accelerating the development and strengthening of the
Islamic financial services sector. The urgency of this effort



is increasingly evident amid a global economic landscape
marked by a slowdown, driven by rising geopolitical
tensions, trade fragmentation, and ongoing election cycles
in various countries. Despite these global dynamics and
the ongoing government transition, the national economy
has managed to maintain relatively stable growth. Gross
Domestic Product (GDP) grew by 5.03% year-on-year,
with other economic indicators remaining on a positive
trajectory, supported by strong fundamentals.

Indonesia continues to receive global recognition for the
advancement of its Islamic economy and finance. This is
reflected in its ranking of 4th place in the 2024 Islamic
Finance Development Indicator (IFDI). Additionally,
Indonesias Islamic fintech market consistently holds 3rd
position in the Global Islamic Fintech Report. Furthermore,
in its seventh year of issuing green sukuk, and as a
testament to its ongoing commitment to green financing,
Indonesia has earned significant international acclaim,
securing 16 prestigious awards from leading institutions
such as IFR Asia, Islamic Finance News, FinanceAsia,
Euromoney, The Asset Triple A, the Climate Bonds
Initiative, and Cambridge IFA.

Alongside growing global recognition, Indonesias Islamic
Financial Services Industry (IJK) continues to show positive
progress across various sectors, including Islamic banking,
Islamic capital markets, Islamic insurance, Islamic pension
funds, Islamic financing institutions, and other Islamic
financial service providers. This is reflected in the total
assets of the Islamic finance industry (excluding Islamic
equity market capitalization), which reached IDR 2,883.67
trillion in 2024-an increase of 11.67% year-on-year.

As a reflection of our shared commitment to developing
and strengthening Islamic finance in Indonesia, the OJK
continues to publish the Indonesian Islamic Finance
Report through close collaboration with key stakeholders,
including Bank Indonesia, the Ministry of Finance, and the
National Committee for Islamic Economy and Finance
(KNEKS). This report presents a comprehensive overview
of the Islamic Financial Services Industry, accompanied
by a range of policy initiatives in Islamic economics and
finance aimed at maximizing the sectors contribution to
national economic growth. This effort is realized through
the continued strengthening of the Islamic economic
ecosystem, in collaboration with various literacy and
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As a reflection of our shared commitment to developing and
strengthening Islamic finance in Indonesia, the OJK continues to publish
the Indonesian Islamic Finance Report through close collaboration with
key stakeholders, including Bank Indonesia, the Ministry of Finance, and

the National Committee for Islamic Economy and Finance (KNEKS).

education programs to enhance public understanding and
awareness of Islamic economics and finance.

In closing, on behalf of the OJK Board of Commissioners,
we extend our deepest appreciation for the support of all
stakeholders in advancing the potential growth of Islamic
finance in Indonesia. We hope this Indonesian Islamic
Finance Report serves as a valuable reference and source
of information for the wider public, while also reinforcing
the spirit of collaboration among all parties in driving
financial sector reform through the development and
strengthening of Islamic economics and finance.

Peace be upon you, and may the mercy and blessings of
God be upon us all.

MAHENDRA SIREGAR

Chairman of OJK’s Board of Commissioners
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OVERVIEW

In 2024, global economic
performance moderated as growth
divergence across countries
persisted, against the backdrop of
increasing trade fragmentation.

Global economic activity was projected to grow by 3.2% in
2024, slightly lower than the 3.3% achieved the previous
year. This slowdown reflects the increasing complexity of
challenges in the global landscape, where uneven growth
across countries is becoming more pronounced due to
escalating geopolitical tensions, rising trade fragmentation,
and ongoing election cycles in various nations. Heightened
uncertainty may shift the direction of global economic
policy, influencing trade strategies, investment flows, and
global financial stability.

The United States economy recorded relatively stable
growth of 2.8% in 2024 (2023: 2.9%), supported by
strong domestic consumption and a resilient labor market.
However, the election outcome resulting in Donald Trump’s
victory has added new uncertainty around the future
direction of U.S. economic policy, particularly in regard to
trade tariffs. This political development increases volatility
in global financial markets, especially for countries with
significant trade exposure to the U.S.

Meanwhile, the Eurozone recorded a modest recovery of
0.8%, supported by strong growth in the services sector
and robust consumption in Spain (3.2%). However, the
overall recovery remains constrained by a contraction
in Germany's manufacturing sector, which continues
to face weakening external demand and supply chain
disruptions. Additionally, France's budget crisis has added
further pressure, hindering fiscal recovery and dampening
business sentiment across the Eurozone.

ISLAMIC FINANCE - CHAPTER 1 I

In Asia, China posted a growth rate of 5%, driven by
manufacturing-sector stimulus aimed at reviving industrial
activity. The government also implemented measures to
boost domestic demand, though these efforts have yet
to significantly lift consumption, resulting in continued
deflation for the second consecutive year. Meanwhile,
Indias economy moderated to a growth rate of 6.5%,
weighed down by high inflation and post-election policy
uncertainty, which has slowed short-term economic
expansion momentum.

Amid strengthening economic fundamentals throughout
2024, Japan managed to avoid the contraction previously
forecast by many analysts (-0.2%). The economy recorded
slight growth of 0.1%, driven by business activity, while
household consumption remained weak due to inflationary
pressure and stagnant real wages.

Global headline inflation showed a gradual downward trend
in most major economies, partly due to easing commodity
price pressures. In the U.S., inflation fell to 2.9%, reflecting
the effectiveness of monetary policy and adjustments in
the labor market. Meanwhile, China experienced deflation
at 0.1%, indicating persistently weak domestic demand.
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GLOBAL ECONOMIC
OUTLOOK | % yoy

COUNTRY

Global

PROJECTION

(Annual)

Although overall price pressures eased, core
inflation rose again toward the end of 2024.
This occurred amid persistent price increases in
the services sector, which tends to adjust more
slowly than the goods sector.

In line with divergent economic conditions
across regions, global central banks also pursued
differing policy directions. Nonetheless, most

50 bps. The RBI maintained its repo rate at 6.5%
amid slowing economic momentum.

Global commodity prices were volatile
throughout 2024, influenced by geopolitical
tensions and shifts in policies among major
producing countries. Crude oil prices spiked due
to uncertainty in the Middle East but eased in
the second half of the year as supply from the

Advanced Economies 1.7 1.7 1.9 1.8 countries adopted normalization policies at U.S. and OPEC+ increased. Meanwhile, prices of
varying paces. The Fed cut rates by 100 bps, the industrial metals such as copper and nickel came
United States 29 2.8 2.7 2.1 ECB took a more aggressive approach with a 135- under pressure from the global manufacturing
bps reduction, while the PBoC lowered interest slowdown, particularly in China.
Eurozone 0.4 0.8 1 1.4 rates by 35 bps and the reserve requirement by
Japan 155 -0.2 1.1 0.8
Global Inflation | % yoy
United Kingdom 0.3 0.9 1.6 1.5
Eurozone
Emerging Markets 4.4 4.2 4.2 43
China 5.4 5.0 4.6 4.5
India 9.2 6.5 6.5 6.5
Brazil 3.2 37 2.2 2.2
-2
Indonesia 5 5 Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec

Source: IMF

2020 2021

Source: CEIC

2022 2023 2024
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Global manufacturing performance in 2024
faced significant challenges, as reflected in
the Purchasing Managers Index (PMI), which
remained in contraction territory for several
major economies. This weakness was driven
by declining external demand, geopolitical
uncertainty, and tight monetary policies
implemented by many countries to control
inflation. In China, weak domestic and export
demand weighed on industrial metal prices and
other manufactured goods. The manufacturing
sectors in the Eurozone and Japan also came
under considerable pressure. Rising input costs—
due to surging prices of raw materials and energy-
as well as ongoing supply chain adjustments

Global Core Inflation | % yoy

contributed to declining performance in both
regions. Meanwhile, the U.S. manufacturing
sector remained more resilient, supported by
fiscal spending and innovation across industries.

Consumer confidence held steady throughout
2024. The US. and Eurozone saw moderate
improvements, underpinned by strong labor
markets and supportive fiscal policies that
sustained consumption. In contrast, in China,
ongoing uncertainty in the property sector and
slower economic growth continued to dampen
consumer sentiment.
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Global Central Bank Policies Global Consumer Confidence | % yoy

POLICY RATE 2024 PROJECTION

COUNTRY 2025 (%)

Indonesia

uUs
Eurozone 3.15 -135 2.23
UK 4,75 -50 4.28
Japan 0.25 35 0.56
South Korea 3 -50 2.74
Australia 4.35 0 3.87
New Zealand 4.25 -125 3.38
Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct
Canada 3.25 -175 2.95 2020 2021 2022 2023 2024
China 3.1 -35 1.16
Source: CEIC
India 6.5 (0] 6.32
Indonesia 6 0 5.86
Thailand 2.25 -25 2.06
The Philippines 5.75 -75 5.54

Malaysia

3.02 >>>>

Source: Bloomberg
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DOMESTIC
ECONOMY

Domestic economic performance
remained relatively stable despite
global uncertainties and the
ongoing government transition.
Gross Domestic Product (GDP)
grew by 5.03% year-on-year, with
other key economic indicators
also staying on a positive
track—underpinned by strong
fundamentals.

ISLAMIC FINANCE - CHAPTER 1 |

From the expenditure side, household consumption
remained the primary driver of economic growth. The
increase in consumption from 4.82% in 2023 to 4.94%
in 2024 reflects resilient purchasing power amid global
uncertainty. Government spending also saw a significant
expansion, rising from 2.95% in 2023 to 6.74% in 2024,
driven by increased infrastructure investment and social
programs that helped sustain economic activity.

Meanwhile, consumption by Non-Profit Institutions
Serving Households (NPISHSs) accelerated from 9.83%
t0 12.68%, in line with heightened political activity ahead

of the regional elections at the end of 2024. In contrast,
investment slowed, with growth easing to 3.97% in 2024
from 4.40% the previous year.

On the external front, performance picked up toward the
end of 2024, with exports growing by 2.29% over the
year—boosted by stronger global demand and broader
export market diversification. Imports also increased,
rising by 5.30% over the same period.
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In terms of prices, inflation was
well contained at 1.57% year-on-
year in December 2024, down
from 2.61% in December 2023,
reflecting the effectiveness of
price control measures.

INDONESIAN ISLAMIC FINANCE REPORT 2024

In terms of domestic resilience, consumption activity remained solid, as reflected in the Retail Sales Index, which grew
by 2.9% to 220.32, and the Consumer Confidence Index, which rose by 3.2%-indicating sustained optimism amid global
economic dynamics. However, household spending showed a shift toward experience-based consumption, in line with
increased spending on recreation and cultural activities. In contrast, motor vehicle sales declined.

In terms of prices, inflation remained well contained at 1.57% year-on-year in December 2024, down from 2.61% in
December 2023, reflecting effective price control measures. The decline in inflation was largely driven by falling food prices
and government intervention over the past five months. That said, inflationary pressures persisted for key commodities
such as chili, due to crop failures. Core inflation held steady at 2.26% year-on-year, while core inflation excluding gold stood
at 1.72%-approaching pre-pandemic levels.

Economic Growth by Expenditure | % yoy ) ) ) )

Source: BPS Indonesia
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