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Abstract

This paper aims to investigate the effect of monetary policy on private
consumption expenditure in Indonesia during the period (1990-2015), to
achieve this target; the study used the Autoregressive Distributed Lag
Model (ARDL), and The Bound Testing Approach. The study used private
consumption expenditure as independent variables, and the explanatory
variables are income, savings, population volume, inflation, exchange rate,
money supply, and taxes. The study found that there is positive effect for
income level, population, inflation, wages, monetary policy, and subsidize.
Also the study found that there is a negative effect for savings, exchange
rate, and taxes. The study advises the Indonesian government to increase
consumption to enhance the economic growth.
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(Descriptive the variables and data sources)

Cias

isall o

)
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Y oy el el guidd A (Adial) Jigaasl) Sigaly cc¥ludlly
A oAl Al dgjlan) dad Jadd LS Sbuall clijidia (el
Jyanll LagSall de hsall aganlly cilesdaal) Liaf Jadiy . lagSile giSun
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A B adunal) ) aadd ) moll dalgd 8 Cldal
e e clibally Anal) ald) Giils (e Al Bgan lgis £3GY)
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Cons

Aol goana 9 (Wluw easdll @zl Jleal) gt Jaal) Maal
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(1) doa> : a0
Cia sl el o) B3\
Laill (ginad) it uSigioal) Jlamd pdide denls LS adialll (uSay | Inflation,
el (e Al o Jganll Jagial) dlgiuall o ddsil) 8 dagiall | consumer Inflation
L S Basaa Agia) i o i o i of (Sa A wlesdlly | prices (annual
o diea ale dngy ariiidy Sia | %)
sbad) Aol Adl celanYl) aalsl olias g (g
il G cullal) ciad adlaglly (i) 7S Aleal) g9ana g4 (L.ZK¥o | Broad money
La¥) daadl adlaglly ccbiaally (Ja¥ adlaglly ¢daiSall dag<al) | (% of GDP) M, gdp
thpalaaally A paal) GGl Al dasSall CidAs dagiall cilo Uil
Al 5l ¥ly J gl AL g1y caled Jia dallad 3Vl
LaS addall) Guea ddatad aly (M) )Rl Bl e 9 (Audal) Bl e | Real interest Interest
sl @ilil) Ghilag) Jalas 4y | rate (%) rate

(2) dox>

(General descriptive statistics) <jiall ale Jdlas) Ciuays

Obs. 26 Mean Std. Dev Max Min Jarque—-Bera
(Prob.)

Cons 2.27e+11 1.65e+11 5.19e+11 5.77e+10 3.6855 (0.158)
Income 3.69e+11 2.8%9e+11 8.92e+11 9.0le+10 4.1928 (0.123)
Saving 1.14e+11 9.78e+10 2.96e+11 1.85e+10 4.6452 (0.098)*
POP 2.19e+08 23036242 2.58e+08 1.81e+08 1.4872 (0.475)
Infiation 10.149 10.432 58.387 3.7200  350.39 (0.000)***
M, gdp 45.215 6.7298 59.860 36.002  2.1392 (0.343)
Interest rate 5.1338 7.9447 15.607  -24.600 51.184 (0.000)***

il Ao %10 ,%S5 %] G Mo (Ggina * L EF FEE — Ll
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o Al sl el Gase las] (asb Gl (2) Jss gy

Jeay Al Lilas] digies e ol chsid) mes ol Bl Gus ol

esil) am chariall o3a paes of Gl yuly 58y xukall asill (alall (Jarque-Bera)
.(Interest rate) aaal) 525\ ey ,(Inflation) aacsill gpaie e Led @lldg, el

ganll glal dg  Auhall clytie (e alay) ddshas JU (3) Jsand) ey

aald GlaYly (lginy) Byl loase el o b duig Tas g cllalsy) 3 JoY)

b ,%99.8 Jaall cul€ gl e dhasag Slgiay) @iyl ow daloy) of o

sagall & ,%91.5 SISl 5 ,%97.6 il &5,%98.5 1Yl &,%98.8 lasy)

e ISy B! o By o€ Lis .%62.9 Gapall jan Tpaly \%72.2- (saull
Maa i LoasSall GlileYly 528 jausy ,adaal

saecl Al ) Gand) Lgany Al clysta) Gu Ly alidle of aas el
35ag pae JUin) ) el 8 a8 Adaugie 5 Ak G b lglel 8 calS (Jsaal)
s Ylg JlaaYly Jaall e Sy (bl o by slinul @lly; .Colinearity) a1<as
DY) e SISy Jaall g By kly s Slaayly Jaal) e Sy sl o Laliny) IS,
Lylail) we Aadie Aiaamay Slginy) Uy o LliyY) CHLE) s ola 38 G ISl
cAadgiall CHLaY )y by
Jish Sualiall Y1 eleafindy duiasl)l Judladl didas & ddlall Al aodis Cige
ceie il dpsall JelSall e Luagn) b kel (Slgany) Gliy) sl daY)
S e alasa) e ully The Bounds Testing Approach agaall lad)
plaaiuy) £ils The Autoregressive Distributed Lag (ARDL) dejgall sUaiy) ol judl
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(3) Jdox

(Correlation matrix) <jysiall o Jlijy) 4dsiuas
Correlatio
n
t-]
[Statistic M, gd Interes
(Prob.) Cons Income Saving POP Inflation P t rate
Cons 1

Income 0.9976 1
[70.86]**
*

Saving 0.9881 0.9957 1
[31.41]**  [52.66]**

* *

POP 0.9149  0.8905  0.8619 1
[11.11]**  [9.590]**  [8.327)**
* * #*

Inflation -0.3301 -0.3336 -0.3425 -0.2153 1
[-1.7131*  [-1.734]* [-1.786]* [-1.079]

M,_growt -0.5947
h -0.7215 -0.7274 -0.7316 [ 0.5526
[- [- [- [3.248]**
3.624]**
5.105]***  5.194]***  5.258]*** . *
Interest - 1
-0.6807
rate -0.0308 -0.0203 -0.0014 -0.1828 [ 0.1515
[-0.151] [-0.099] [-0.001] [-0.911] [-
4.553]***

0.751]

sl e %10 ,%5 %] (Sgiue Lie (Ggina * L FEE = Dl
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(PP) 5 (ADF) 53] plssiols saagll s JLs) ol () (4) calsasdl pails

(4) dox>
(ADF - Unit root test results) c)yaiall saagll jia jLoa) il
Variables Level First difference
Intercept Intercept & None Intercept  Intercept None
trend & trend
Cons -0.3581 -1.4129 2.3197 -3.4409
(0.977) (0.832) (0.993) (0.019)**
Income -0.4103 -1.8059 0.6544 -3.0147
(0-892) (0-670) (0.851) (0.048)**
Saving -0.5459 -1.9922 0.4008 -2.7958 -2.8091 -2.5449

(0-865) (0.576) (0.791) (0.074) (0.208)  (0.013)**
POP -0.0916 -5.4351

(0.938) (0.001)**=*
Inflation -4.1528

(0.004)***
M, gdp -1.4059 -2.4543 - -2.6709  -2.6783 -2.7164
(0.562) (0.345) 0.4399  (0.094)*  (0.253)  (0.009)***
(0.513)
Interest -5.1221
rate (0.000)***
Critical ADF PP
Values
%1 -3.7696 -4.4407 - -3.7529 -4.4163 -2.6694
2.6743
%5 -3.0049 -3.6329 - -2.9981 -3.6220 -1.9564
1.9572
%10 -2.6422 -3.2547 - -2.6388 -3.2486  -1.6085
1.6082

sl Ao %10 ,%5 %] (s5iae de (ggina ¥ EF FEE — ifigsls
(Prob) Lgadl ) pin () -
.olpié 5 il aas (SEC) lae 385 Lolagigl duuliall olla) 5538 Joba —
8D (et e & :
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(5) dss>

(PP = Unit root test results) < pasall sasgll i lid) =i

Variables Level First difference
Intercept Intercept  None Intercept  Intercept None
& trend & trend
Cons -0.2102 -1.5051 2.0063 -3.4417
(0.968) (0-800)  (0.987) (0.019)**
Income 0.0916 -1.5016 1.5852 -3.0242
(0.959) (0-802)  (0-969) (0.047)**
Saving 0.1055 -1.4686 1.3887 -2.7419 -2.7345 -2.5002
(0.959) (0.813)  (0.955) (0.082)* (0.233)  (0.015)**
POP -1.1651 -0.3221 30.286 -1.5069 -2.1831 -0.2842
(0.997) (0.985)  (0.999) (0.513) (0.477)  (0.573)
D(POP) -1.1937 1.2433 -
(0-659) (0.999) 1.1829
(0.209)
Inflation -4.1231
(0.004)***
M, gdp -1.1417 -1.8451 - -2.7181 -2.7429 -2.7628
(0.683) (0.652)  0.4039 (0.086)* (0.229)  (0.228)***
(0.528)
Interest rate  -5.1221
(0.000)* **
Critical Values ADF PP
%1 -3.7696 -4.4407 - -3.7529 -4.4163 -2.6694
2.6743
%5 -3.0049 -3.6329 - -2.9981 -3.6220 -1.9564
1.9572
%10 -2.6422 -3.2547 - -2.6388 -3.2486 -1.6085
1.6082
ceaipl e %10 ,%5 ,%]1 (sgiue dic gyt ® L EF FEE — gl

-(Prob) Lgadl ) e (

—Spectral estimation method (Default-Bartlett Kernel).

- Bandwidth automatic selection (Newey—-West Bandwith).

e
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Chtia o e (PR 5 (ADF) Jea) Gl Gl Joaall @il e g
elsl) Blaas (g2l g yaally ,(Saving) \asYly ,(/ncome) Jadlg ,(Cons) Dlgwy)
Al alasi) vie Sl lapal LgiSly (Level) ssid) xie oSl e 1618 ,(M;_gap)
DR (gpia clinnly) Lad (Intercept) «ulll gall e (First difference) Jgy)
@l 3(None) el slasy) of culill giall asmg pae die GuiSls U ally ol (g yeally
el s 8.%5 %1 Ligine (ggie aic 1(1) Al (e AlalSie Cimpual il i) s3a
il gai Jarag (/nterest rate) sx3Q jaug (/nflation) saaill <l yaia o culaay)
L il gall dgay die gl Mo uSle 9IS (Subsides growth) lileYls
Yol digina 5 2ic (Intercept)

ekl Wi ((POP) ISl 2l e (S dapn b oulaay) i) Ly
Blatyly culill giall dgay ic (Level) (siwall die A€l cilyuidl o2 of (ADF) las)
v elow (Sl ye clsad) o3 of (PP) las) ekl (Intercept & trend) il
S ) Bl o (ggadl

S stV g pladiuly Sl JelSall laal min (6) M) Jsaall g
t b LS ARDL de ) claty) ol
(6) Js>
(Bounds testing results) (agaal) jLia)) didall Jalsil) jLos) il

M  Regressors: K  F-statistic

Cons; = fillncome,, Saving, POP, Inflation, M2_GDP,
Interest rate,), ARDL (3,2, 2,2, 2 2, 2)

6 264952***

Significant Critical values bounds

level

eve Lower Critical Bounds (10) Upper Critical Bounds (I1)
(1) 2). G4 (1) 2.6

10% 2.45 2.12 3.52 3.23

5% 2.86 2.45 4.01 3.61

2.5% 3.25 2.75 4.49 3.99

1% 3.74 3.15 5.06 4.43

Sl cfata) se ) pds K - il e %10 ,%5 ,%] et tie Ggiaa ® LB BER — lna,
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A8S) digundll (F— Statistic) clas) dad o el daimgd) mball (o il

A pady &y oS ey 5lliad) (UCB) ddsaall el aall dad (s c¥alaall of 3Ll

IS b cbsadl ou i) Ak A9lE ADle asng b Lo doul) Gajll sdy pa

JWS| iy N daiiig . %5 %1 Ligine (s5ise e Sljidie JalSi dDle la () i aladl)
clyiall JaY) syuaiy dbsh claad) Gipie e Jganll Jilail)

(9) dsaa
Wt eomaat Jalaag dashall Ja¥1 cDlalas s il
Variables Model (3)
Coefficient (t-Statistic)
Long-run coefficients
Income 0.44136
(333.9)***
Saving -0.29944
(-265.8)***
POP 2684.8
(234.6)***
Inflation 1.7e+07
(8-861)*
M, gdp 2.2e+09
(119.5)* ==
Interest rate 3.83e+08
(103.3)***
Const -1.27e+12
(-165.5)***
Error correction coefficient
Pi -1.32821
(-227.3)***

wiil Ao %10 ,%5 ,%]1 Goiwa dis (Goina ¥ EF FEE L ifigsls
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Lol zisalll 8 daldll ol 88 o Gilad) Jeaall il (e gl
el ddidal) Ligiedl Glgine die Jighll a1 8 (disieg) dflias) AV @b culs
Lokl ae diie ziladl chiie WS Gela LS (V) z3salll b L adcall
fok LS Joanll il i (Sarg A giall hLaY s Al Cilua by ALY

SSlan) 3yl aan e (Income) Jadll sl 5k g olil) @l
D%all dad OIS s, dshal) U1 (A Leisni) (& (COns) J¥sall dplall il Ll
ke ) st daal) aan 0l of I uis 99 ,(0.69695) a (Coefficient)
ey dughll Jal) (3 oampail)) Lild) Dla) aas 535 ) gag e 2aly s
Whe 35n Lo K5 lly duleaidV) Llil) pe i Al sa5 Jaugiall & Ly Y5 0.7
Cilaanall ol Jiay J3 (ggine of 655 (g sz el J3all (ginnay DG G g Dok
Ay e gAY chiall Bl e slaia) (Se dusy aaine (8 b Dl Laldll
- sl Galhaall Blgnny)

G Y say B und) oDlgay) e Al Jaall Slay) 59 S
& (Cons) la)l D)) aan e (Saving) Jasdd b il asag milill muass
S g g 3aly J¥sn ke JleaY) SAY) Bl of ) bl uid . Jaghall JaY)
o i e 0.6 s dashall a1 (3 omisail) Blal) oBDlgny) pas (alisy)
O Lo andy oadall daal of i dplamy) Dpkill oY elld aayg el
Dlgad daliad) Jaal) e diid) L) cli asy) o) WS Jally lasyly Dlgiuy)
bl Jaall & Dl dealie o deny JBY) ol JAT Jae, Sally

Slay) aay) e (POP) Jlaa) Gl slasil o) 5 agag Jaadl lli
G s aaly 38 Jltie QIS sae salisd L dashall JaY) (A Lsn) b (Cons) il
o G orih dl sag bugdl b Vs 764.7 ke el (Sl Glay) sl
Gilexlly abud) @Dlgind o Qllall s 53l Al Sa OIS s3e 82L) o Cus 2kl
awyl e (Inflation) sl Hi6 asag aae Laadl g B LGsudl aas salis
- Luaigy) A (Cons) Al SSlgay)
vaA
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Lo (8 Olgial) BUDU Jaine 2aae€ Lol Al cpuiial Apily Ll
e L L ain) Sl sy plgll Bliney o2kl) (g prall Latg (ppiie DIA (g Sl
Lasign] (& Oyl Gy e (Mo gap) il Lagpnall ol 53l a5n gl
) ml e %1 Loy aalsll sall (g yeall B0l o N @l uds Cus,(Cons)
s Y 2.2409  lsier Al (Slany) @il sl o gas s o)
Gilly Galad) QW uly e il J2al) o Aol sda i Uiag skl JaY) L Jangid)
Sl Jaall dulie LS al daa lels e O3y IS (M) sl o) 8 La Jiay
cpdall QW Gy e

Sl (Interest rate) aas)) 53l e olad 8L asay il jelid Gl
Syl by A gk g %l laia sl jew 52l (Cons) SOyl @ly)
B Lesay  dushll Ja¥) b gl (8 Y52 3.83€+08 _luier liwsisn) b Slginy)
& Gay DA e 33 ) s sl e B3l Y Asla®¥) Al ae Cibidg
LSl iy djlae iied) 2dl) Jad 5ab) ) g3k Lae ealal) b eDlgay) (muas
ol Tl painall 0 chanall e g0 o8 50l e o8 Loba®Y) Sl e (K1
DY) Ggie e B Al 0o Y cne JA0 (i die B e i ol 13 e Ll
i Lo 135 mnill Lgumns i (il oda Ay Coalas) (3 Jans (g8 llia (Y IS
s Dyl e sl jew S Jeso las Cin Lila S aie

S 8 Wiy Lgins sla ECM (1) Wadd) mosas alae of L ey el
b bt dla ol Lzl el 8 sasase Uadd) manas &0 o Lo Ju Lae gz 3Ll
.(CUSUM of Squares) ,(CUSUM) ,li] ae 3 clldy sa5,Jushll JaY) 8 28]

¥44
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(10) Jsa>
all) Ja¥) cdlalaa s il
Variables Model (3)
D(Cons(-1)) 0.47646
(259.8)***
D(Cons(-2)) 0.15141
(317.4)%==*
D(Income) 0.59124
(1591.9)*==
D(income(-1)) -0.10199
(-67.29)***
D(Income(-2))
D(Saving) -0.22861
(-243.9)***
D(Saving(-1)) 0.03735
(43.56)**
D(POP) -98390
(-276.2)***
D(POP(-1)) 392192
(304.9)* ==
D(POP(-2))
D(Inflation) 5.1e+07
(0.000)
D(Inflation(-1)) 1.75e+08
(0-000)
D(Inflation(-2))
D(Exchange rate(-1))
D(M,_gdp) 3.12e+09
(0.000)
D(M,_gdp(-1)) 8.55e+08
(0-000)
D(Interest rate) 3.38e+08
(0.000)

sl Ao %10 ,%5 ,%]1 Griwa dis (Gaina * EFE FEE — o bgsl,
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Gl Sz dgalls dalad) clpiidl ahes of Gilall Joaall m8 e g
A gieall Glgiue vie juadll da¥) G (L) Lilas) AN @) culS )l
Joaad) il jain (Sasg, puadl) Ja¥) 3 Lginal) Gl 8 5 IS JoY) z 3l Laiy
teh WS

oY AL Al B Bl el Lib dsas sl JaY) il ciaa
(Cons) Al D) Je (Cons(—2)) dutll sl L)l 4 XKy (Cons(—1))
il e ol Al Aalal) Al il G Laadl LS daglyllg 28 Al o Slatll dpilly il
LA LA b g lly alaB¥) Lkl ae iy @lly say oY1 L) D
Al gl b s 488l claladl cpSlgiall

Ay e (/ncome) Jaall ad 58l asay uadll JaY) miln cipell el
Cage 2aly Y5 e (dlaaYl casdll daal) sali s A (Cons) il Sy
= 0.59 G ol e samil) a1 (3 ousnY) Dl D) pas 5315 ) a3
g Aalai ) Auylailly Jshall Ja) il ce 3 Slldy sag . Jawsgidll 3 Luys Yss 0.84
zilall il ekl L bl J3al (givas DIginY) o Lk BDle 3505 Lo S5
& D) e IV dala 8 daall ol 585 agms (J5Y) z3sall elinul)
Al Bl LS (530 e Al bl Glgiad) 3l ) eld an 8y Adlal) 5553

sty S i) DY) e 2l daall lay) ) g Jushal) daY) Jieg
Sl Dl aas e (Saving) Jad] b 586 gag il maag dus LAY
sy Ve ot Yl Sy sl of ) pbl e L el JaY) L3 (Cons)
L zobits ke sl Ja¥) (3 catisnil) lal) DLg) pas (alisd) ) (525 Cise
Laalie o dony SEN) Y @lld aayy w3 Los N 0.56 = 0.23 (o
DA el 8B dgag ahlly AN & 3gail) il cijelal Laty L bl Jaal) 3 Dlgiy)
bl Sl e i L ey Alla) sl 3 oDl e V) Al duwd)
D) 830 e JAN) e 38 Aaldl cpdl) o 550y 1Y) daludl sl & Jaall
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zasalll climul) # 3l il eyl 3 (POP) ) G\l slaxl dpally W
JaY1 (5 Lsisa) 3 (CONS) Llal) (S| BEY) e oSl i G 35m5 (U]
el (Ol GEY) aliad ) s s 3p ke OIS s sl L sl
e Bl of A Al ang Sy Jdawgiall (& Ve 120026 - 93369 G ol e
Lo Alal) 58l 8 Jaally ZU0Y) (s5iana 805 Aiabay ¥ Lla 5580 3 L) 51 sl
Ja¥) 3 Wl and) aglsall JaT (o B 5f 4l dialig Lgislme Ciiim ) 501 gy
il el a3l (gie Graady Yl deadl 82b) (5] by 1368 ashall
DY) e gV AL Al B ISl s b agng galall G

Ja¥) & (Exchange rate) capall yeul b 535 2sag il ciauasl 1yl
Sl Oy Glay) e @l (Taxes) culpall i€y, 1Y) daludl didly yuadl)
253V L (Inflation) saaall 53l asay are mlll el a8 L Lusssy) 8 (Cons)
Interest ) 53l jaug ,(Mz_gap) sl (g yaall A dliae daail) duludly ( Wages)
(Cons) Ml gy syl Je (Subsides growth) &l ac ) 10l (rate
L) Al Al b o sl JaY) (G elgas Lig]
: C._'l:\.d\ -1

S Aalall Sy Bl e dassl L) A Ay Al il céagin
GDleiay ailedl) cliall yuie duhall Cueadiu) 8y .(2015 — 1990) 558l A Luwwsi )
Craadinl Laiy ¢ (GlaY) und) e ueall (K5aV) Yeall A el dudieadl ud)
Lalady) dplall e el @lldy SOl Udl dldiae GlaaseS @il (e 2l
¢ saVls ¢ anmilly ¢ Kl aaag AV ¢ JRal) o lpnall odag ¢ Aaludl LYl
(ipal rasy ¢ sl Blinay (53l (g prall) (o3 Abias Bkl Auldly ¢ Copall e
Cadel My L (uesSall lleYly cdbsailly ¢ cilpall) 8 e AdW dubud) 1l
The Bounds aygaall jlod) =gie aladiul dliball dalSall Je clld géas & 4wl
The dejsdl cUay) clpdl SIA jlaa¥l aladsn) e idly Testing Approach
Allall ods 3 eVl 2 3ls . Autoregressive Distributed Lag (ARDL)
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