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ABSTRACT:  This research aims to examine and analyze the influence of the exchange rate, money supply, exports, Bank Indonesia 

reference interest rates, and gold prices on inflation in Indonesia. The data is secondary time series data from 2000Q1 to 2023Q3 

obtained from Bank Indonesia, the Central Statistics Agency, and the London Bullion Market Association (LBMA). This research 

uses a quantitative approach with the Error Correction Model (ECM) research method to determine the long-term and short-term 

effects between variables. The data processing tool uses the statistical application E Views- 10. The results of data analysis show 

that in the long term the money supply, exports and the BI reference interest rate have an effect on inflation in Indonesia, while 

the Rp/USD exchange rate and the price of gold have no effect on inflation in Indonesia. Indonesia in the long term. Then, in the 

short term, only the money supply and Bank Indonesia's benchmark interest rate have an effect on inflation in Indonesia, while 

the Rp/USD exchange rate, exports and gold prices have no effect on inflation in Indonesia in the short term. 
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1. INTRODUCTION 

Inflation is one of the most familiar words in economics. Inflation itself has plunged many countries into long periods of 

instability. Inflation is usually defined as a comprehensive measure that includes general price increases or increases in the cost 

of living in a country. When shocks occur, both local and global, inflation can reduce economic growth. 

Consensus regarding what variables influence inflation has not yet reached a good agreement. Inflation in Indonesia tends 

to experience changes with a low trend despite increases in the exchange rate, money supply, exports, BI benchmark interest rates 

and gold prices. This condition shows that there is a gap between these indicators and inflation. A depreciating exchange rate 

should increase inflation. Likewise, if the money supply continues to increase, it should also cause an increase in the price level. 

Furthermore, increasing exports will also put pressure on rising inflation. Likewise, BI's benchmark interest rate should be a variable 

that can control inflation. Then the price of gold can act as a barrier to inflation, but in several years this has not happened. 

The exchange rate has a positive influence both in the short term and in the long term (Nasution et al ., 2023) . Other 

research also states that the exchange rate has a negative influence in the short and long term (Agustin & Anis, 2021). However, it 

is different from Mahendra (2016) which shows the exchange rate has no influence on inflation. Amanda (2022) said that the 

money supply had no influence on changes in inflation in Indonesia, either in the short term or in the long term. But Son (2022) 

shows that there is a positive influence of the money supply on inflation. A separate analysis has shown that the money supply 

has a negative influence on inflation in the instance of Indonesia. However, the results of other studies show that the money 

supply has a negative influence on inflation in Indonesia (Putri, Rahmita, & Rosyetti 2017). Likewise with Agustin & Anis (2021). 

said that the money supply had a negative influence on inflation in the short term and had no influence in the long term . 

Jumhur et al ., (2018) said that exports have a positive influence on inflation in Indonesia. Research on exports on 

inflation was also conducted in Kenya and identified the results that exports had a positive influence on inflation in the short and 

long term (Kiganda, Obange & Adhiambo, 2017). Albab and Nugraha (2022) show that oil and gas exports have an influence on 

inflation, but non-oil and gas exports have no influence on inflation. Research conducted in Pakistan states that exports have a 

positive influence on inflation in the short and long term (Ahmed et al ., 2020) . However, Sodiqin (2015) said that exports had no 

influence on inflation. Putri et al ., (2017) said that the BI Rate had a positive influence on inflation in Indonesia . Research was 

also carried out in Ghana and showed the results that the Ghanaian central bank's benchmark interest rate had a positive influence 
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on inflation in the short and long term. (Yeboah, 2020) . Meanwhile, Fauziyah & Cahyono (2014) found that the BI Rate had no 

influence on changes in inflation in Indonesia. Amanda (2022) also conducted research that the BI reference interest rate had no 

influence on inflation in Indonesia in the short or long term. On the other hand Ichwani, Kaniati & Husna (2018) found that the BI 

Rate had a negative influence on inflation in Indonesia. Agustin & Anis (2021) say that BI's benchmark interest rate has a negative 

influence on inflation in the long term. 

Aleemi, Tariq & Ahmed (2016) said that the price of gold has a positive effect on inflation. About this too It was stated by 

other research that the price of gold had a positive influence on inflation in Indonesia (Purwanti, 2022) . However, other research 

results found that the price of gold actually had a negative influence on inflation in Indonesia (Hena & Silalahi, 2022). Based on 

what has been mentioned, there are inconsistencies in each research result and this is an urgency for researchers to conduct 

research regarding the influence of the exchange rate, money supply, exports, Bi reference interest rates, and gold prices on 

inflation in Indonesia. 

 

2. LITERATURE REVIEW 

 Monetarist Theory 

Monetarists who adhere to classical theory believe that the amount of money in circulation has a direct impact on 

changes in price levels in the economy. An increase in the money supply will stimulate price increases, while a contraction in the 

money supply will have the opposite effect. This classical theory is usually called the Quantity Theory of Money (Mankiw in 

Utari et al ., 2015)  

Non-Monetarist Theory 

This theory can be divided into two, namely structural theory and Keynessian theory. Structural theory takes a different 

approach to the concept of inflation than classical theory. According to structural theory, inflation is caused by an imbalance in the 

economy. Developing countries have shown significant support for this hypothesis, which explains that inflation is not only a 

problem of the economy's monetary system, but is also a structural phenomenon. This is because the economies of developing 

countries are still vulnerable to the impact of internal and external turmoil, both of which have the potential to cause price 

fluctuations in the domestic market. 

Furthermore, according to Keynes' theory, the quantity of money is not the only element that determines the price level. 

This is due to the fact that inflation can occur in an economy even though the amount of money remains the same. Inflation 

movements tend to increase in the short term because changes in output are relatively constant in the short term. In the short 

term, the price level is influenced by the amount of money households spend on consumption and investment costs. 

According to Keynes' theory, an increase in the price level will occur in the short term when there is demand that is greater 

than production capacity. On the other hand, as time goes by, production capacity will adjust the total amount of aggregate 

demand in such a way that it eventually reaches a state of equilibrium at the new price level. When consumers can no longer afford 

goods at current price levels, the rate of inflation will end. This is done to ensure that the effective demand of society as a whole 

does not exceed the currently available supply of commodities (Christianingrum & Syafri, 2019). 

 

3. HYPOTHESIS (H) 

A weakening of a country's currency exchange rate will result in an increase in the price of imported goods. This can happen 

when a country's currency depreciates or when the nominal exchange rate of that currency increases when compared with another 

country's currency. If the contribution of imports plays a very large role in the economy, especially in the manufacturing process, 

depreciation of the currency exchange rate can cause production costs to rise which ultimately results in an increase in domestic 

price levels (Fajarwati & Setiawina, 2018) . 

H1: The Rp/USD exchange rate has a significant effect on inflation 

There is a positive relationship between the money supply and inflation, which is consistent with the quantity theory of 

money in monetary policy. Therefore, this shows that when the money supply increases, individuals will have a tendency to 

increase society's desire to increase the amount of money spent in consumption, which will ultimately lead to an increase in the 

overall price level. 

H2: The money supply has a significant effect on inflation 

Keynesian theory explains that inflation is caused by excessive demand which cannot be met by the currently available 

production capacity. The demand-pull theory states that exports are one of the main determining factors of inflation. The 

http://www.ijefm.co.in/


The Influence of the Exchange Rate, Money Supply, Exports, Bank Indonesia's Reference Interest Rates and the Price 

of Gold on Inflation in Indonesia 

JEFMS, Volume 07 Issue 05 May 2024                         www.Ijefm.co.in                                                                    Page 2966 

influence of exports on inflation is reflected in the supply of products available to domestic consumers 

H3: Exports have a significant effect on inflation 

As a reference interest rate, BI7DRR plays a role as the main indicator of interest rate movements. It is hoped that changes 

to BI7DRR will stabilize the movement of money circulating in society. When BI sets a loose monetary policy, there will be a lot of 

money in circulation. This type of policy is usually to overcome excessive deflation which results in sluggish economic growth. 

However, when there is a lot of money in circulation, BI will raise interest rates, usually this policy is called tight monetary policy. 

This policy is set so that inflation does not exceed predetermined expectations. As a result of the increase in BI7DRR will increase 

banking interest rates so that incentives or rates of return on money will be higher in society. Then people will save and reduce 

credit so that money circulation is reduced and inflation can be contained. 

H4: Bank Indonesia Reference Interest Rates influence inflation 

In theory, when inflation increases, it will decrease. As a result, individuals or society will prefer to increase their ownership of 

gold while reducing their ownership of money (Khair- Afham, Law & Azman-Saini, 2017). The amount of money will decrease 

and ultimately the inflation rate will decrease. 

H5: Gold prices have a significant effect on inflation 

 

4. RESEARCH METHODS 

This research is research with a quantitative approach that took place in Indonesia over a 23 year period from the first 

quarter of 2000 to the third quarter of 2023. The data used is time series secondary data obtained from the Central Statistics 

Agency (BPS), Bank Indonesia (BI), and London Bullion Market Association (LBMA). This research uses the error correction model 

(ECM) regression analysis method which can estimate short-term and long-term relationships between independent variables and 

dependent variables and uses analysis tools in the form of E- Views 10 software . The analysis stages start from the unit root test, 

degree of integration test, cointegration test, long-term test, ECM estimation test and classical assumption test consisting of 

normality test, heteroscedasticity test, linearity test, multicollinearity test and autocorrelation test. 

 

The following is the ECM regression model applied. 

 

1. Long run equation 

Inft = α0 + α1NTt + α2JUBt + α3NEXt + α4IRt + α5HEt + µt  

Information: 

Inf t = Inflation 

𝛼0 =Constant 

𝛼1, .., 𝛼5 = Long-term coefficient  

NT t = Exchange Rate 

JUB t = Money Supply  

NEX t    = Export 

IR t = BI reference interest rate  

HE t = Gold price 

µt = Residual Value 

 

2. Short term equation 

 
 

Description: 

Δ Inft   = Inflation cause the   purchasing   power   of   money   to 

0=Constant 

β1, .., β 5 = Short-term coefficients 
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β 1ΔNTt = Exchange Rate for period t 

β 2ΔJUBt= Money Supply in period t 

β 3ΔNEXt= Exports in period t 

β 4ΔIRt = BI Reference Interest Rate for period t 

β 5ΔHEt = Gold Price period t 

µt = Residual Value 

Δ = Change 

ECT = Error Correction Term 

 

5. RESULTS 

Table 1 . Estimated Results 

Variable Coefficient t Static t Table Information 

 Long 
Term 

Short 
Term 

Long 
Term 

Short 
Term 

Long 
Term 

Short 
Term 

Long Term Short 
Term 

NT 1.3813 5,2031 0.4525 1.4241 1,987 1,987 Not 
significant 

Not 
significant 

JUB - 
6.2460 

- 
12.8891 

-2.5690 - 2.6013  1,987 1,987 Significant Significant 

N.E 3.9889 1.3608 2.4501 1.0768 1,987 1,987 Significant Not 
significant 

IR 0.9652 1.3216 7.3800 4.1066 1,987 1,987 Significant Significant 
HE 3.5780 1.6631 1.7808 0.7472 1,987 1,987 Not 

significant 
Not 

significant 
Prob ECT (-1)    -0.5634    

 

Hypothesis Results 

Hypothesis H1 is that there is a significant influence of the Rp/USD exchange rate on inflation. The results of hypothesis testing 

state that the t statistic < t table so that there is no significant influence of the Rp/USD exchange rate on inflation. Hypothesis H1 

is rejected. Hypothesis H2 is that there is a significant influence of the money supply on inflation. The results of hypothesis testing 

state that t statistics > t table so that the money supply has a significant effect on inflation. Hypothesis H2 is accepted. Hypothesis 

H 3 is that there is a significant influence of exports on inflation. The test estimation results state that t statistics > t table, in other 

words exports have a significant effect on inflation. Hypothesis H3 is accepted. Hypothesis H4 is that there is a significant 

influence of the BI reference interest rate on inflation. According to the test results, it was found that t statistics > t table, in other 

words the BI reference interest rate has an effect on inflation. Hypothesis H4 is accepted. Hypothesis H 5 is that there is a 

significant influence of gold prices on inflation. According to the results of testing the price of gold against inflation, it was found 

that the t statistic < t table, so the hypothesis H5 was rejected. 

Hypothesis H 1 is that there is a significant influence of the Rp/USD exchange rate on inflation. The results of hypothesis 

testing state that the t statistic < t table so that there is no significant influence of the Rp/USD exchange rate on inflation. 

Hypothesis H1 is rejected. Hypothesis H 2 is that there is a significant influence of the money supply on inflation. The results of 

hypothesis testing state that the statistical t value > t table so that g a the money supply has a significant effect on inflation. 

Hypothesis H2 is accepted. Hypothesis H3 is that there is a significant influence of 

Exports on inflation. The test estimation results state that the t statistical value < t table so that there is no significant effect of 

exports on inflation, therefore hypothesis H3 is rejected. Hypothesis H4 is that there is a significant influence of the BI reference 

interest rate on inflation. According to the test results, it was found that the statistical t value > t table, so that the hypothesis H4 

was accepted. Hypothesis H5 is that there is a significant influence of gold prices on inflation. According to the results of testing 

the price of gold against inflation, it was found that the statistical t value was <t table, so the hypothesis H5 was rejected. The ECT 

value has passed the significance of 

0.05 Because it shows a probability value of 0.0000 <0.05 and has been fulfilled because the coefficient has a negative value. The 

ECT value of -0.5634 means that the short- term adjustment phase towards long-term balance occurs quite quickly. So that the 
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inflation model specifications applied in the research are valid so that they are able to explain long-term and short-term 

relationships. Short-term to long-term balance is estimated to occur within two quarters because the ECT value is 0.5634, in other 

words the speed of adjustment occurs at 0.5634 for every 1% imbalance. 

 

6. DISCUSSION 

The Effect of Exchange Rates on Inflation 

The estimation results show that in the long term the Rp/USD exchange rate does not have a significant effect on inflation 

with a positive correlation direction. This indicates that changes in the exchange rate do not have a real influence on changes in 

inflation in the long term. This result is not in line with structural theory, which states that inflation occurs from shocks, one of 

which is the exchange rate which is a variable influencing inflation from external shocks, where if the Rp/USD exchange rate 

depreciates, it will increase the price of imported goods and the inflation rate will increase. also experienced an increase. In a 

simple theoretical framework considering a small open economy with a flexible exchange rate and with a monopolistically 

competitive imported finished goods sector. The main component of the framework is price stickiness. The price of goods is set at 

the beginning of each period before the rate of change in the exchange rate is known. It is further assumed that the future market 

will not be liquid so that importers will face difficulties in hedging and do not want to bear the risk of exchange rate depreciation. 

So in economic models, the exchange rate is assumed to be an exogenous random variable. This creates a motive for importers to 

increase prices first. In a sense, importers add a risk premium to consumer prices due to increased exchange rate uncertainty. So 

in the long term the exchange rate does not have a significant influence on inflation but has a positive direction. When the 

exchange rate depreciates, consumer prices will be higher than depreciation expectations because of the premium imposed on 

consumer prices, even though these prices are actually sticky. 

On the other hand, in the short term the Rp/USD exchange rate also does not have a significant influence on changes in 

inflation in Indonesia due to the seasonal nature of price levels. The depreciation of the exchange rate will indeed cause the price 

of imported raw materials to rise, but in the short term the price level in the market can still be maintained from increasing 

because companies prefer to reduce the amount of production rather than increase the price level. 

The absence of a significant influence of the rupiah exchange rate on inflation was also found in research conducted in 

2022 regarding the influence of the Rp/USD exchange rate on inflation in Indonesia from 2015 to 2021. The results of the research 

identified that it did not exist significant influence and has a positive direction of the Rp/USD exchange rate on inflation (Yanti & 

Soebagiyo, 2022) . This can be experienced because during the research period the exchange rate showed a stable trend. Therefore 

it can be concluded that inflation fluctuations can be caused by factors other than the exchange rate.  Thus, it can be concluded 

that there is no significant influence between the exchange rate on inflation in the long term but it has a positive sign. Another 

study which showed that the exchange rate had no influence on inflation was carried out in Indonesia by Mahendra (2016), Malau 

(2017) , Fitriyani, Iranto & Dianta (2023) . 

The Effect of Money Supply on Inflation 

According to research results, it shows that the money supply has a significant negative effect on inflation in Indonesia 

with a coefficient of -6.2460. If the change in the money supply increases by 1 billion rupiah, then the percentage change in inflation 

will decrease by 6.2460 percent. This indicates that changes in the money supply have a real influence on changes in inflation in 

the long term. This is not in accordance with what is said by monetarists who state that in the long term if there is an increase in 

the money supply then the price level will increase and result in inflation. Nowadays, money not only functions as a medium of 

exchange, but also as a tool for accumulating wealth and has a significant impact on the distribution of cash in society. The function 

of cash will shift from being just a medium of exchange to a tool for generating further wealth. This will greatly influence the 

accumulation of capital which is much more valuable than money that is only used for trading. 

The current demand for money is also related to transactions in the capital market with various long-term financial 

instruments that can be traded, such as bonds, shares, mutual funds and other instruments. Looking at these developments, it is 

becoming increasingly apparent that money in circulation is being used to make money rather than being used for transactions of 

goods and services in the real sector. In this way, it can be said that money is used as a traded commodity, not as a means of 

payment. This is what causes the inflation rate to decrease even though the money supply is increasing. The increase in money is 

dominated by quasi money rather than currency and demand deposits which can be used for direct transactions. 

Meanwhile, short-term estimation results show that the money supply also has a significant negative effect on inflation 

in Indonesia. This shows that changes in the money supply have a real influence on changes in inflation in the short term. This 

matter can be explained by Keynes's theory that an increase in the money supply in the short term is not a determining factor in 
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the increase in the inflation rate. Keynes' theory also explains that an increase in the money supply can indeed increase prices, 

but an increase in the money supply is not always proportional to an increase in the prices of goods and services. In the short term, 

the amount of money circulating in the economy is not always responded to by society by changing consumption patterns by 

increasing demand. 

The empirical findings in this research support research conducted in 2023 regarding the money supply on inflation in 

Indonesia using the ECM method showing the results that the money supply has a negative long-term and short-term influence 

on inflation in 1999-2019 (Nasution et al ., 2023) . The results of other studies regarding the negative influence of the money 

supply on inflation in Indonesia were also carried out by Putri et al ., 2017) using multiple linear regression methods . Then another 

study that supports the results of research regarding the negative influence of the money supply on inflation in the long term 

using the ECM method was also carried out by Bugis et al ., (2023) . Apart from that, research conducted by Ningsih & LMS, (2018) 

also supports the results of this research which shows that the money supply has a significant negative influence on inflation. 

The Effect of Exports on Inflation 

The estimation results of the influence of exports on inflation show that exports in the long term have a significant positive 

influence on inflation. This shows that exports provide a real change in changes in inflation in the long term. The estimation 

results are in accordance with the Keynesian theory of demand pull theory which explains that inflation is caused by excess 

demand which cannot be met by the available production capacity. Keynesian theory describes how demand can influence 

changes in the price level. When demand increases, the increase in demand will push the price level to increase. 

The empirical findings of this research support research on the influence of exports on inflation using the ECM method, 

stating that exports have a positive influence on inflation in the long term, where every increase in exports will increase the 

inflation rate. (Ratri & Munawar, 2022) . Exploring the determinants of inflation in Kenya for the period January 2005 to December 

2015, using VECM produced research results that exports had a positive and significant influence on inflation in the long term 

(Kiganda et al., 2017) . Other research that also supports the results of this research is: Jumhur et al . (2018) , Wulandari & Laut 

(2022) , and Albab & Nugraha (2022) . 

Meanwhile, short-term estimation results show that exports do not have a significant influence on inflation. Regarding 

this, in the short term the availability of goods at the trader and distributor level is still available. This availability can meet domestic 

market demand so that it does not have an impact on changes in inflation in the short term. In the short term, consumers can 

still buy the goods they demand because the previous stock of goods is still available from traders and distributors. Apart from 

that, consumers can also take steps to substitute by importing because the supply of imported goods can meet domestic 

demand compared to the supply of domestic goods that are exported. However, if this happens over a long period of time it 

will have an impact on increasing the inflation rate. Therefore, it is necessary to pay close attention beforecarrying outexport 

activities by looking at domestic needs first . The results of   this   research   are supported by Albab & Nugraha (2022) where 

the results of their research show that non-oil and gas exports do not influence changes in the inflation rate, while oil and gas 

exports do . In line with the empirical results of this research , Ulfa & Abbas (2020) also supports the results of this research 

by finding that exports have no influence on inflation in Indonesia . Meanwhile , Pebriyanti & Utomo (2023) found that exports 

have a positive influence but with a small effect where if exports increase then prices will not increase, but household consumption 

will grow positively. 

The Influence of Bank Indonesia Reference Interest Rates on Inflation 

According to the estimation results, the BI benchmark interest rate in the long term and short term has a significant effect 

on inflation in a positive direction. This indicates that every increase in the BI benchmark interest rate will increase the inflation 

rate in Indonesia, and vice versa, a decrease in the BI benchmark interest rate will reduce the inflation rate in Indonesia. Interest 

rate regulation is more responsive to business actors and investors than to society in general. 

In accordance with the view of structural theory, the rationale for price increases is transmitted through the supply side. 

This theory is also supported by Fisher's theory which explains the positive relationship between interest rates and inflation. An 

increase in interest rates in the economy will basically reduce the amount of money circulating in society, but if viewed from the 

supply side and Fisher's theory, a higher increase in interest rates can cause obstacles to investment in the real sector. A high 

increase in interest rates will also cause savings to be transferred to banks and will ultimately reduce the output of goods and 

services which will affect the increase in the inflation rate. The movements of the BI reference interest rate and inflation have 

the same direction even though they do not intersect directly. This similarity in direction explains that every time there is an 

increase in the BI reference interest rate, the inflation rate also increases. This could happen because during the research period 

when interest rates were at a low level, third party banking funds did not experience a decline. So that the money circulating in 
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society does not increase so that it does not cause inflation to increase. 

This is in accordance with Keynes's view when seen in the real sector that most business actors are unable to increase 

their output capacity, but on the other hand, an increase in production costs will increase the selling price of products. This is 

because an increase in interest rates will affect funding costs due to an increase in the price of production factors due to an increase 

in interest rates. This will happen over a short period of time, and will be exacerbated if this happens over a long period of time 

because funding costs tend to be higher and there is a consequence of rising prices through the cost-push supply effect. Funding 

costs increase and on the other hand companies have to fund the production process so that in this case companies have to 

borrow more from banks. Increased loans are one source of money creation which ultimately drives an increase in the inflation 

rate. From the consumer side, BI's disinflation efforts by increasing the benchmark interest rate are considered by the public to 

be responded to by an increase in banking interest rates which will cause some traders to choose to increase product selling prices. 

This assessment will shape people's expectations regarding inflation that will occur in the future. In the end, the increase in the 

benchmark interest rate did not actually minimize inflation but instead triggered a higher increase in inflation. Thus, the results 

of research regarding changes in the BI benchmark interest rate having a positive influence on inflation are in accordance with the 

hypothesis that has been proposed. 

Research regarding the BI reference interest rate for inflation was carried out in 2023, where the research examined the 

influence of interest rates on inflation for the period January 2012 to December 2021 which showed the results that interest 

rates had a positive influence on inflation in a positive direction. (Bugis et al ., 2023) . Other research on interest rates on inflation 

was also conducted in Iceland in 2020 which showed that an increase in interest rates also caused an increase in the inflation 

rate. (Egilsson, 2020) . Apart from that, research was also carried out on the same variable in Nigeria in 2016 and identified that 

interest rates had a significant positive influence on inflation in the long term (Amaefula, 2016) . The same research was also 

carried out by (Yeboah, 2020) which shows the results that Ghana's interest rates have a significant influence in the short and long 

term on inflation . 

The Effect of Gold Prices on Inflation 

The estimation results show that the price of gold does not have a significant effect on inflation in Indonesia in the long 

term. This indicates that changes in gold prices do not have a real influence on changes in inflation. These results show that gold 

does not help hedge against inflation in the long term. This finding shows that in the gold market in developing countries gold does 

not function as a hedge. In Indonesia, these findings can explain the fact that gold purchases are more motivated by cultural and 

traditional aspects, for example gifts for weddings and other celebrations compared to other reasons based on financial aspects. 

According to the Ministry of Trade In 2017, Indonesia's gold consumption was only 0.22 grams per capita, then in 2018 the per 

capita gold consumption in Indonesia was 0.24 grams per capita and there was a decline of only 0.1 grams per capita in 2020. Gold 

is used as a support for wealth for the household. Increased feelings of prosperity because the wealth of gold is higher than normal 

income, so when the price of gold is high, people will sell the gold they have and use it for consumption. This is what causes the 

price of gold to have a positive relationship with inflation. 

The estimation results also show that the price of gold does not have a significant influence on inflation in the short term. 

This happens because the gold price used is the international gold price, where the price of gold is quite high and can only be 

reached by a few groups. Middle and lower middle class people are more sensitive to domestic gold prices and the price of gold 

that has been made into jewelry. In addition, gold prices quoted in London and converted to domestic currency cannot reflect the 

local gold market situation or local inflation, especially in developing countries such as Indonesia. 

The specific relationship between gold and the US dollar currency can provide biased results for other countries. This 

research supports research conducted by Hoang, Lahiani & Heller (2016) regarding gold prices was carried out in the period 1955 

to 2015 in China, India, Japan, France, England and the United States. The results of the research show that the price of gold has 

no effect on inflation in China and India but has an effect on inflation in France, England and the United States. 

 

7. CONCLUSION 

Based on the research results, there are some variables that are able to explain inflation and some that are not. In the 

long term, the variables that are able to explain inflation are the money supply, exports and the Indonesian bank's benchmark 

interest rate. Meanwhile, the exchange rate and gold price variables are unable to explain inflation. In the short term, the variables 

that are able to explain inflation are the money supply and Bank Indonesia's reference interest rate. Meanwhile, the exchange 

rate, export and gold price variables are unable to explain inflation. 
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RECOMMENDATION 

Bank Indonesia should carry out performance evaluations in determining monetary policy in order to create a conducive 

economic atmosphere by maintaining the inflation rate at a level that is good for the economy, provided that it is not too high 

and not too low. Because by maintaining inflation, it will maintain the purchasing power of the poor household group and the non-

poor household group. In order for the monetary policy implemented by Bank Indonesia to run well in practice, the government 

must balance it by establishing fiscal policy so that the goal of a conducive economy with a good inflation rate is achieved. 
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