ABSTRACT

This study aims to analyze the causal relationship between bank credit
growth, monetary stimulus policy, and economic growth in Indonesia. This analysis
refers to research conducted by Thierry, et al (2016). Credit growth in influencing
economic growth can be supported by monetary stimulus policies that are able to
loosen banking liquidity.

This research was conducted using the documentation method on bank credit
growth, economic growth (GDP), and monetary policy stimulus (Bl-7 Day Repo
Rate, LTV, and Statutory Reserves) and analyzed using the Vector Error Correction
Model (VECM). The causality relationship between variables and speed of
adjustment from short to long term were analyzed according to the existing stages.

The results of this study indicate that the growth of bank credit and the BI-7
Day Repo Rate affect economic growth in Indonesia. The BI-7 Day Repo Rate also
affected bank credit growth. Furthermore, economic growth in Indonesia affects
the growth of bank credit and LTV. Meanwhile, the Statutory Reserves does not
have a causal relationship with either bank credit growth or economic growth.

The policy implication that arises is that it is necessary to pay attention to the
determination of loan interest rates that can be reached by the public due to the
policy of easing the Statutory Reserves which has not been able to increase banking
liquidity. Future research is expected to add variables that can anticipate losses in
the event of excessive credit growth when the economy expands. The limitations of
this study include the different time of publication of the data, the shorter research
period, and the use of interpolated data.
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