DYNAMIC OF INFLATION DETERMINANTS DURING PANDEMIC
COVID-19 AND UNDER DUAL MONETARY SYSTEM IN INDOENSIA
2016-2022

UNDERGRADUATE THESIS

By:

ERIKA TRISNA DEWI
20180430108

INTERNATIONAL PROGRAM FOR ISLAMIC ECONOMIC AND
FINANCE (IPIEF)
DEPARTEMENT OF ECONOMIC
FACULTY OF ECONOMICS AND BUSINESS
UNIVERSITAS MUHAMMADIYAH YOGYAKARTA
2023



DECLARATION

Name FRIKA TRISNA DEWI

Student Number 20180430108

I declare that this undergraduate thesis entitled “DYNAMIC OF INFLATION
DETERMINANTS DURING PANDEMIC COVID-19 AND UNDER DUAL
MONETARY SYSTEM IN INDONESIA 2016-20227 does not consist of any
content that ever being proposed for any degree n other universities, and wheas of
any rescarch and publication of others, 1n exception all quotes and weas which are
proposely taken are consudered as the rescarch references and listed m the
reference list Therefore, if any violation of ntellectual nghts is found in this
study. | agree 1o accept any relevant academic consequences

Yogyukarta, 16 January 2024




DEDICATION

I dedicate this thesis to the love of my life, my father, my mother, myself, and
those who always ask:

"When will your thesis be finished?"

Graduating late or not graduating on time is not a crime, nor is it a shame. What a

dwarf it would be to measure a person's intelligence only by who passed the

fastest. Isn't it best to have a completed thesis?

Because maybe there is something behind their late graduation, and believe me,
my reason here is completely good



ACKNOWLEDGEMENTS

Assalamu’alaikum Warahmatullahi Wabarakatuh
Praise and gratitude for the presence of Allah SWT because of His grace
and guidance the researcher was able to complete this thesis research with the title
“DYNAMIC OF INFLATION DETERMINANTS DURING PANDEMIC
COVID-19 AND UNDER DUAL MONETARY SYSTEM 2016-2022”. The
author realizes that this thesis project will not be successful without the guidance
and contribution of thoughts from various parties. On this occasion, the author
would like to thank:
1. First, I would like to thank Allah SWT, who gave me the ease, fluency, and

strength to complete this study.

2. Bapak and Mamak As, as my parents, the love of my life. Thank you for the
prayers, love, spiritual support, material support, and other invaluable
support that you have given so far for me to reach this point. I hope both of
you will always be healthy, and happy, and all the blessings given can be

rewarded by Allah SWT in the best possible way.

3. Mr. Dimas Bagus Wiranata Kusuma, S.E., M.Ec., Ph.D. as as my first
supervisor and director who always gave me thought and trust in preparing
this thesis Director of International Program for Islamic Economics and

Finance UMY. Thank you for all your support, advice, and guidance.

4. Mrs. Sri Ani Puji Setiawati, S.S., M.A, as my second supervisor, has given

me thoughts and trust in preparing this thesis. Thank you for your advice



while preparing this thesis, |1 hope you will always be given health and

happiness.

5. Windy Fitriani, my best, best friend during college who stayed together with
me through the ups and downs of life, always provided support, and life
advice, and was always there whenever and wherever. Thank you for giving

me happiness, | hope this friendship lasts forever.

6. My Friends, Irene, Salsa, Raihanida, Sofie, Fadhila, Jumran, Noval, Arnet,
thank you for accompanying me and being a place to share stories and

support me while writing this thesis.

7. Finally, I would like to thank myself for not giving up and continuing to
fight under any circumstances. Thank you for trying as hard as possible and
remaining patient in facing many obstacles and trials. Thank you for staying

strong and persisting until now. You made it to the finish line, er!

May Allah SWT repay all the goodness that has been given in the best
possible way. In closing, | hope this thesis can provide benefits and remind the

author of the difficult times and the good times during these studies



LIST OF CONTENTS

DYNAMIC OF INFLATION DETERMINANTS DURING PANDEMIC
COVID-19 AND UNDER DUAL MONETARY SYSTEM IN INDONESIA

201672022 ...ttt ettt renrenreenes [
SUPERVISOR AGREEMENT ....coooiiiiiiiittee e i
EXAMINER AGREEMENT .....ooiiiiiiieie ettt iii
DECLARATION L.ttt ettt nae st iv
IMOTTO ettt bbbttt bbbttt b et e bbb be b nne s %
DEDICATION ..ttt ettt bbbttt nteane e Vi
ACKNOWLEDGEMENTS .....cooiiiii ettt vii
ABSTRACT ..ottt be b e beere et et et e bestesreareares iX
INTISARI ... bbbttt be b ens X
LIST OF TABLES ...ttt Xii
LIST OF FIGURES ..ottt sttt nne s Xiii
LIST OF ATTACHMENTS ..o Xiv
CHAPTER I: INTRODUCTION ..ottt e 1
AL BACKGIOUNG. ... 1
B. ReSEarch QUESTION ......cceiiiiiiiieiie ettt 16
C. RESEAICH PUIPOSE ..ottt 16
D. ReSEArCh BeNefit........coeeieiiecieee e 17
CHAPTER 11: THEORETICAL BASIS ..ot 19
AL TheoretiCal BASE .......coueiiieiiiie et 19
B. Previous RESEAICN .........ceiiiieiieseee st sne e 48
(OF 1V 0 10 1=t 1SS 50
D. ReSEAICN MO L ... 51
CHAPTER 11l: RESEARCH METHODOLOGY ....cccocviiiieieiieeeieiesie e 55
AL RESEACH ODJECT.....cviiieiiei e 55
B. TYPE OF DALA ....oecviiiiicie sttt 55
C. Sampling TEChNIQUE ......cc.eiiiieec s 56
D. Data Collection TECNNIQUE .......ccveveieereeie e 57
E. Definition of Research Operational Variable.............ccccccevveeviiiiiciie e, 59
F. INStrument Data TEST........ooiiiiiiiieeeeeee e 61
H. Hypothesis Test and Data ANalYSiS.........cccveververeiiniieese e seese e 54
CHAPTER IV: RESULT AND DISCUSSION.......cocoiiiiiiiiiiieieienene e 78
A. General Description of Research Object/Subject ...........ccooeieieninciininne 78
B. Instrument and Data QUality TeSt.......ccccveveiiieiverriie e 90

Vi



C. RESEAICN RESUIL. ... 91

D. Research INterpretation...........coooeieieiiriniieiee e 125
CHAPTER V: CONCLUSION, RESEARCH LIMITATION, AND
RECOMENDATION ... ettt e e 141

AL CONCIUSTON e nennneennnnnnnnnnnnn 141

B. RESEAICN LIMITAtioN ...ttt e e 143

C. RECOMMEBNAALION ... 143
REFERENGCES ....cooiii oottt e e ettt e e e e e e e e e e e eaeaens 145
AT T A CHMEN T et et e e e e e e e e e e e e e eaan 152

Vii



LIST OF TABLE

Table 2.1 Determinants of Inflation Conventional and Islamic Perspective....... 30
Table 2.2 Determinants of Inflation in INdONESIA .........ccooeieiiiiiiii e, 31
Table 2.3 Previous RESEAICN ........coccviiiiieieiiecee e 48
Table 3.1 Definition and Source of Variable ...........ccccoiiiiiiiiiis 60
Table 4.1 Stationery Result Test at The Level and First Different Syariah System

................................................................................................................................ 80
Table 4.2 Stationery Result Test at The Level and First Different Syariah System

................................................................................................................................ 81
Table 4.3 Lag Optimum Result Test on Syariah System .........ccccccooeviviiininnns 82
Table 4.4 Lag Optimum Result Test on Conventional System ...........cccccoevvvrunnee. 83
Table 4.5 Stability VAR Result Test on Syariah System ..........cccccocvvvevviiieieennn. 84
Table 4.6 Stability VAR Result Test on Conventional System ............cc.ccocevvnnne 85
Table 4.7 Causality Granger Result Test on Syariah Moneter ...........cccccceevvuenee. 86
Table 4.8 Causality Granger Result Test on Moneter Conventional System ....... 87
Table 4.9 Syariah System Cointegration TESt ........cccccvererrieeieniieiie e 104
Table 4.10 Conventional System Cointegration TeSt ..........cccccvverereneneniennenn 105
Table 4.11 Sharia System Long-Term VECM Model .........ccccooeiveiviiiiieinenns 106
Table 4.12 Sharia System Short-Term VECM Model ...........coooeiieiiiiiiiinen. 107
Table 4.13 Conventional Monetary Long-Term VECM Model ......................... 109
Table 4.14 Conventional Monetary Short-Term VECM Model ............c.c......... 111
Table 4.15 Variance Decomposition Sharia System ..........cccccevevieviieviecieennn, 121
Table 4.16 Variance Decomposition Conventional System ............c.ccccocvnenene 123

viii



LIST OF FIGURE

Figure 1.1 Economic Growth of G-20 and ASEAN -6 Countries................... 10
Figure 1.2 Development of the Inflation Rate in Indonesia Period 2001-2023.....12
FIQUIE 2.1 J-CUIVE ..ottt 23
Figure 2.2 Process of Demand-Pull Inflation...........cccccoveviveiiiiiiece e 39
Figure 2.3 Framework Conventional SYStem .........c.cccovevveveiiiececce e 53
Figure 2.4 Framework Syariah SYStemM .........cccoviiiiiiiieneseseseeeee e 54
Figure 3.1 Model FIOWChAIt ..........cccoveiiiieiice e 77
Figure 4.1 Variable Interest Rate Scatter Plot ReSUltS ..........ccccccovveveiieieeciecnnen, 80
Figure 4.2 Variable Exchange Rate Scatter Plot Results ...........ccoceoeviiiicnennnnn 81
Figure 4.3 Fiat Money Variable Scatter PIot ReSUILS ...........ccocovvviiiiiiic e 82
Figure 4.4 Scatter Plot Results Variable Fractional Reserve Banking .................. 83
Figure 4.5 Scatter Plot Results Variable Money VeloCity .........ccccocvvvviiveiennnnne 84
Figure 4.6 Real Money Variable Scatter PIot ReSUILS ..........ccccoviiviininiicen 85
Figure 4.7 Scatter Plot Results for Variable Profit Loss Sharing Return .............. 86
Figure 4.8 Scatter Plot Results for Variable Gold Price ..........ccccoovvieiincicnnnnnn 87
Figure 4.9 Scatter Plot Results of Variable Money Velocity.........cccccoeviiinnnnne 88
Figure 4.10 Scatter Plot Results of Variable Inflation ...............ccccovevviiiicincnen, 89
Figure 4.11 Results of Scatter Plot Variable Covid-19..........cccccooeviiiiiiiiciieenn, 90
Figure 4.12 Response Of INF 10 RM .......ccooiiiiiiieece e 113
Figure 4.13 Response Of INF t0 PLS ........c.coooiiiiiie e 114
Figure 4.14 Response Of INF 10 GP ......ccvoiiiiiiiiec e 115
Figure 4.15 Response Of INF 10 MV ... 116
Figure 4.16 Response of INF t0 BIR ........c.ccooiiiiiiiiiieec e 117
Figure 4.17 Response Of INFt0 ECR ..o 117
Figure 4.18 Response of INF 10 FM .......ccooiiiiii e 118
Figure 4.19 Response of INF to MUltiplier..........ccccoevveieievciecece e 119
Figure 4.20 Response Of INF t0 MV ........ccooiiiiiiiiic e 119
Figure 4.21 Response Of INF 10 COV ..ot 120



LIST OF ATTACHMENTS

ATTACHMENT 1 Research Variable Data ..........cccccocvviiiininiinicienene e 153
ATTACHMENT 2 Stationery Test Result ..........cccooveviiiiiiiii e 160
ATTACHMENT 3 Lag Optimum Test ReSUlt ..o 162
ATTACHMENT 4 Stability Model Result Test ..........ccovvviiiiiiininnann... 164
ATTACHMENT 5 Casuality Granger Result TeSt .........ccoevveveiiiiiivieciccees 166
ATTACHMENT 6 Cointegration Result Test................ccoviiiiiiiiiiinn... 169
ATTACHMENT 7 Estimation VECM ReSUIt TESt .......ccovvviviviiienee i 171
ATTACHMENT 8 Impulse Response Function Result Test....................... 173
ATTACHMENT 9 Variance Decomposition Result Test Impulse Response

Function Result Test ........ooiiiiii e 175

Xiv



15



	DYNAMIC OF INFLATION DETERMINANTS DURING PANDEMIC COVID-19 AND UNDER DUAL MONETARY SYSTEM IN INDOENSIA 2016-2022
	DEDICATION
	ACKNOWLEDGEMENTS

