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Abstract: The purpose of this study is to determine the effect of inflation, foreign exchange rates, interest rates
and trade balance on economic growth through an increase in the balance of payments. The research method
used in this study is a quantitative descriptive research method using path analysis using AMOS 18. Variables of
inflation, interest rates and the balance of trade affect economic growth through an increase in the balance of
payments, where these three macroeconomic variables are capable of boosting economic growth, while the
moderator variable for an increase in the balance of payments is the link and driver for the three variables such
as inflation, interest rates and the trade balance did not contract against the increase in economic growth. The
conclusion of this study is that partially inflation, interest rates and the trade balance have a significant effect on
the economic growth variable and the moderator variable for increasing the balance of payments, while
simultaneously the inflation variables, foreign exchange rates, interest rates and the trade balance has a
significant effect on the variable of economic growth through the variable of increasing the balance of payments.
Through the results of research that has been stated that the inflation variable, interest rates and trade balance
affect economic growth through an increase in the balance of payments, where these three macroeconomic
variables are things that are able to boost economic growth, while the moderator variable for an increase in the
balance of payments is a link and a driving force for the three variables such as inflation, interest rates and the
trade balance did not contract to the increase in economic growth.
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Introduction

At this time there has been a major threat to human health, where the resistance of the human body is tested by
the spread of a very wide disease outbreak and causing many deaths among the population throughout the world,
not least in Indonesia, where the current epidemic spreads. This is called the spread of the Covid-19 virus outbreak
(Corona Virus-19). During the last 2 years, the spread of disease outbreaks due to the Covid-19 virus has
increased, where this virus can mutate into various types and spread quickly. This situation greatly affects the
economic life of the community and also the country's economy, where the existence of these events creates
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inconvenience for the community as economic actors. where the transmission of the Covid-19 virus is through
contact with people who experience symptoms and people who carry the virus. As a result of the spread of the
Covid-19 virus, the Government carried out massive social restrictions (PSBB) or better known as restrictions on
community activities (PPKM). With this community restriction, it disrupts the economic activities of the
community, so that the income obtained by the community is reduced, where the people's purchasing power is
also reduced, so that the impact on the Indonesian economy declines. In addition to reduced community income,
the business world engaged in services and industry also experienced the same problems, where the impact of
PPKM, reduced demand for production, and layoffs, the conditions of Indonesia's macro economy around 2022
can be seen in Table 1 below:

Table 1. Indonesia's Economic Condition

Macroeconomic Conditions Quarter 1 2020 Quarter 11 2020 Quarter 111 Quarter IV
2020 2020
Inflation (%) 0.1 0.05 0.85 0.79
Foreign Exchange Rate (Rp) IDR 16,300 IDR 14,300 IDR 14,800 Rp14,660
Interest Rate (%) 4.75 4.25 3.75 3.75
Trade Balance (U$) U$-3.9 Billion U$ 9.3 Billion U$ 1 Billion U$ 0.8 Billion
Balance of Payments (U$) U$ -8.5 Billion U$ 2.9 Billion U$ 2.1 Billion U$ 0.2 Billion
Economic growth (%) 2.97 -5.32 -3.49 -2.20

Source: BPS and Bl (2020).

During the period of 2022, low inflation conditions in the second quarter of 2022 amounted to 0.05%, where the
inflation rate was low due to the halted economic activity due to Covid-19, so that people who carried out
economic activities reduced their income and affected the purchasing power of the people, as a result the
Government lowering interest rates by 3.75% in the third quarter of 2022. With the sluggish economic conditions
and the recession during 2022, it affects the fluctuation of the rupiah exchange rate, where the exchange rate tends
to weaken around Rp 14,800 in the third quarter of 2022 due to the increasing pandemic, and impacted on the
trade balance which only decreased slightly or experienced a deficit in the second quarter of 2022, and affected
the balance of payments which tended to decline,thus affecting Indonesia's economic growth during 2022 which
experienced a contraction of -5.32% in the third quarter of 2022 until the fourth quarter experienced a deficit of -
2.20% due to the decline in demand for production and commaodities, thus impacting the slump in the Indonesian
economy in 2022.

As a result of the spread of the Covid-19 virus, the Government carried out massive social restrictions (PSBB) or
better known as restrictions on community activities (PPKM). With this community restriction, it disrupts the
economic activities of the community, so that the income obtained by the community is reduced, where the
people's purchasing power is also reduced, so that the impact on the Indonesian economy declines. In addition to
the reduced income of the community, the business world engaged in services and industry also experienced the
same problem, where the impact of PPKM, reduced demand for production, and layoffs, thus impacting the
Indonesian economy whose economic growth was in the range of -5.32 %. During the period of 2022 low inflation
conditions of 0.79%, where the inflation rate is low due to the halt in economic activities due to Covid-19, so that
people who carry out economic activities reduce their income and affect people's purchasing power, as a result
the Government lowers interest rates by 3.75%. With the sluggish economic conditions and the occurrence of a
recession during 2022, it will affect the fluctuation of the rupiah exchange rate, where the exchange rate tends to
weaken at around Rp. 14,660 due to the increasing Pandemic, and the impact on the trade balance which only
increases slightly, and the impact on the balance of payments which tends to be negative. , thus affecting
Indonesia's economic growth during 2022 which experienced a contraction of -5.32% due to declining demand
for production and commodities, thus impacting the Indonesian economy slump in 2022. The purpose of this
study is to determine inflation, foreign exchange rates, interest rates and the trade balance affect economic growth
through an increase in the balance of payments. This study only discusses the factors that affect economic growth
through moderating variables, namely an increase in the balance of payments, where the factors that affect
economic growth are part of the macro economy, namely inflation, foreign exchange rates, interest rates and the
balance of trade, which are each each has an effect on economic growth through an increase in the balance of
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payments.
1. Literature Review
1.1. Inflation

According to Asiedu, Sadekla and Bokpin (2022) inflation is a process of increasing the price of goods followed
by an increase in costs or fees, thus affecting the purchasing power of the people and affecting the decline in
economic growth. According to Badarau, Huart and Sangare (2021) inflation is a process of increasing the price
of goods continuously, thereby weakening the economy and will reduce people's purchasing power. According to
Bampi and Colombo (2021) inflation is a process of increasing the price of goods due to a mechanism that the
price of goods is determined by market conditions. This causes the economy to decline and purchasing power
weakens. According to Bresser-Pereira (2021) inflation is the process of increasing price increases supported by
price changes through market mechanisms, and if it continues, it will affect the economic growth of the
community. In accordance with the opinion of Can, et al (2021) inflation shows an increase in the price of certain
goods which is carried out due to a market mechanism process that makes an item will rise and affect economic
growth if it occurs continuously.

1.2. Foreign Exchange Rates

According to opinionCiriello (2021) the exchange rate is a price given by foreign currency transactions which is
the unit price set for the transaction process. buying and selling foreign currency which is a reasonable limit paid
when conducting transactions. According to the opinion of the Ministry of Industry, Kartal and Depren (2021)
the exchange rate is a set price of funds which is determined by how much the sale and purchase proceeds from
the foreign currency exchange rates traded in the market. According to Disli, et al (2021) the exchange rate is the
value given when making transactions or trading foreign currencies, where this value is determined by a
predetermined mechanism regarding the limit or threshold value for transactions.According to Dunford and Qi
(2022) the exchange rate is related to the remuneration provided by parties who bring together sellers and buyers
of foreign currency whose value can be determined through market mechanisms.

1.3. Interest Rate

According to opinionEmara and Zhang (2021) the interest rate is the value given when borrowing obligations at
a financial institution, the value given is the value that can benefit the borrower to increase economic growth.
According to Joshi, et al (2021) the interest rate According to Liu, et al (2021) the interest rate is one of the
provisions made as a form of the government's obligation to protect and ease the burden on the borrower.
borrowers in order to increase output in the interest of increasing economic growth.According to Makin and
Layton (2021) the interest rate explains the set price which is a reasonable threshold for those who want to return
funds to be able to help increase the country's economic growth. According to Meier, Gonzalez and Kunze (2021)
interest rates are part of from the Government's policy in overcoming the difficulties experienced by those who
want to return loan funds or credit funds for business, so that entrepreneurs who wish to lend funds are assisted
and able to assist the Government in increasing economic growth through exports of their products.Gonzalez and
Kunze (2021) interest rates are part of the Government's policy in overcoming the difficulties experienced by
those who want to return loan funds or credit funds for business, so that entrepreneurs who want to lend funds are
assisted and are able to assist the Government in increasing economic growth through exporting products. the
production.Gonzalez and Kunze (2021) interest rates are part of the Government's policy in overcoming the
difficulties experienced by those who want to return loan funds or credit funds for business, so that entrepreneurs
who want to lend funds are assisted and are able to assist the Government in increasing economic growth through
exporting products. the production.

1.4. Balance of trade

According to the opinion of the Prophet (2021) the trade balance is the difference in the value or amount of export
and import activities in order to create value in order to increase economic growth. According to Obsfeld (2021)
the trade balance is the total amount or value issued through free trade between countries, where According to
Peruzzi and Terzi (2021), the trade balance is the overall value generated from economic transaction activities
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between countries, where transactions carried out can help increase economic growth in each country. -each
country. According to Piteli's opinion,Kafouros and Pitelis (2021) trade balance is a price generated from foreign
trade activities that contribute to increasing the economic growth of a country. According to Rizwan (2021) the
trade balance describes the overall amount generated from trade activities between countries, where the difference
generated from exports minus imports.

1.5. Economic growth

According to Saidu, et al (2021) economic growth is a condition, where the situation is able to increase the income
generated to increase economic capacity. According to Shastri (2021) economic growth is the total or total value
generated from economic activities or activities characterized by an increase and decrease in the percentage
produced. According to Singh and Sosvila-Rivero (2021) economic growth is a condition of increasing additional
income that occurs due to rapid and balanced economic activity by presenting a percentage as part of its
assessment. According to Su,et al (2021) economic growth is part of the strategy carried out by the state in order
to increase income from economic activities both from within and outside the country. According to Tang, Ding
and Chen (2021) economic growth describes the extent to which the capabilities of the region or a country in
order to produce output that can be used for export activities in order to increase income.

1.6. Improved Balance of Payments

According to Wunder, et al (2021) an increase in the balance of payments is a process of increasing payments in
order to carry out export and import activities to increase economic activity and economic growth. According to
Zhao (2022) an increase in the balance of payments is a process of increasing the number of payments made
through export and Imports are ultimately intended to move the economy. According to Obsfeld and Rogoff
(2021) an increase in the balance of payments creates something that can be used as a benchmark in increasing
payments in economic activity, both domestic and foreign activities. According to Zhao, et al ( 2021) an increase
in the balance of payments is closely related to an increase in financing to pay for transactions that occur between
regions and between countries.According to the opinion of Tran, et al (2021) an increase in the balance of
payments is closely related to the ability of a country to cut all transactions so that the transactions carried out are
really aimed at increasing economic activity in order to increase economic growth.

2. Methodological approach

The research method used is descriptive quantitative. In accordance with Chiulli's opinion (2022) the quantitative
descriptive research method describes a situation that is in accordance with the actual situation, where this actual
situation can be concluded and taken as a suggestion that will be used as a reference for useful input for research.
For quantitative descriptive data analysis carried out, namely by using path analysis using AMOS, where
according to Chiulli (2022) path analysis using AMOS is an analysis carried out by finding mutually influencing
relationships between independent variables on the dependent variable both directly and indirectly through
moderator variables. The population of this study was taken from data originating from inflation, foreign exchange
rates, interest rates, trade balances, economic growth and balance of payments in the last five years from 2016-
2022, where the sampling technique in this study used the method purposive sampling, where according to
Creswell (2014) the sampling technique with the purposive sampling method is a sampling technique according
to certain conditions of a sample. In this case, the sample is taken through data originating from inflation, foreign
exchange rates, interest rates, trade balances, economic growth and balance of payments in the last five years
starting from 2016-2022. economic growth and balance of payments in the last five years starting from 2016-
2022, where the sampling technique in this study uses the purposive sampling method, where according to
Creswell (2014) the sampling technique with the purposive sampling method is a sampling technique in
accordance with certain conditions of a sample. In this case, the sample is taken through data originating from
inflation, foreign exchange rates, interest rates, trade balances, economic growth and balance of payments in the
last five years starting from 2016-2022. economic growth and balance of payments in the last five years starting
from 2016-2022, where the sampling technique in this study uses the purposive sampling method, where
according to Creswell (2014) the sampling technique with the purposive sampling method is a sampling technique
in accordance with certain conditions of a sample. In this case, the sample is taken through data originating from
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inflation, foreign exchange rates, interest rates, trade balances, economic growth and balance of payments in the
last five years starting from 2016-2022. where According to Creswell (2014) the sampling technique with the
purposive sampling method is a sampling technique according to certain conditions of a sample. In this case, the
sample is taken through data originating from inflation, foreign exchange rates, interest rates, trade balances,
economic growth and balance of payments in the last five years starting from 2016-2022. where According to
Creswell (2014) the sampling technique with the purposive sampling method is a sampling technique according
to certain conditions of a sample. In this case, the sample is taken through data originating from inflation, foreign
exchange rates, interest rates, trade balances, economic growth and balance of payments in the last five years
starting from 2016-2022.

3. Conducting research and results
Regression Weights Analysis
Table 2. Composite Model Regression Weights

Estimate SE CR P
Economic growth <--- Inflation .187 .267 451 324
Economic growth  <---- Foreign Exchange Rates -169 .254 -.679 -.454
Economic growth <---- Interest Rate 161 .261 -.682 466
Economic growth <---- Balance of trade 150 .268 432 .359
Improved Balance of Payments <z--- Inflation 457 .255 428 322
Improved Balance of Payments  <----Foreign Exchange Rates -.069 .249 -.449 -.463
Improved Balance of Payments <---- Interest Rate 172 .262 -.684 467
Improved Balance of Payments < --- Balance of trade 184 270 434 .362

Source: Data Processing Results, 2022.

Table 3. Regression Weights Composite Model

Estimate SE CR P
Improved Balance of Payments <--- Economic growth 149 246 458 340

Source: Data Processing Results, 2022.

Table 4. Standardized Regression Weights Composite Model

Estimate
Economic growth <--- Inflation .187
Economic growth <--- Foreign Exchange Rates -169
Economic growth <--- Interest Rate 161
Economic growth <---- Balance of trade .150
Improved Balance of Payments < - --Inflation 457
Improved Balance of Payments <= --- Foreign Exchange Rates -.069
Improved Balance of Payments < --- Interest Rate 172
Improved Balance of Payments < ---Balance of trade 184

Source: Data Processing Results, 2022.
Table 5. Standardized Regression Weights Composite Model

Estimate

Improved Balance of Payments < --- Economic growth .149

Source: Data Processing Results, 2022.

Based on the results of the Composite Model Regression Weights analysis in Tables 1 and 2, it can be concluded
that the inflation, interest rate, and trade balance variables have a significant effect on the variables of economic
growth and an increase in the balance of payments, where the p value of the three variables is greater than 0, 05,
while the variable of increasing the balance of payments has a significant effect on the variable of economic
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growth, where the p value of the increase in the balance of payments is also greater than 0.05. To find out the
indirect effect can be seen in Tables 6 and 7 below.

Table 6. Direct Effects

Economic growth Improved Balance of Payments
Inflation 187 457
Foreign Exchange Rates -169 -.069
Interest Rate 161 172
Balance of trade 150 184

Source: Data Processing Results, 2022.

Table 7. Standardized Total Effect

Economic growth Improved Balance of Payments
Inflation 437 462
Foreign Exchange Rates -.151 -169
Interest Rate 144 .064
Balance of trade 433 .384

Source: Data Processing Results, 2022.
Table 8. Direct Effects

Economic growth Improved Balance of Payments
Improved Balance of Payments .149 .000

Source: Data Processing Results, 2022.

Table 9. Indirect Effect

Economic growth Improved Balance of Payments
Inflation 161 .180
Foreign Exchange Rates 153 151
Interest Rate 152 151
Balance of trade .159 159

Source: Data Processing Results, 2022.

Based on Table 9 above, it can be concluded that the inflation variable has an indirect effect on economic growth
through the moderating variable of an increase in the balance of payments, where from the output, the estimated value
of 0.161 is positive. The foreign exchange rate variable has an indirect effect on economic growth through the
moderating variable of an increase in the balance of payments, where from the output, the estimated value of 0.153 is
positive, while the interest rate variable has an indirect effect on economic growth through the moderator variable of
an increase in the balance of payments, where from the output results obtained an estimated value of 0.

Conclusion

Based on the results of research analysis, the conclusion of this study is that partially inflation, interest rates and
the trade balance have a significant effect on the economic growth variable and the moderator variable for
increasing the balance of payments, while simultaneously the inflation variables, foreign exchange rates, interest
rates and the trade balance has a significant effect on the variable of economic growth through the variable of
increasing the balance of payments. Through the results of research that has been stated that the inflation variable,
interest rates and trade balance affect economic growth through an increase in the balance of payments, where
these three macroeconomic variables are things that are able to boost economic growth, while the moderator
variable for an increase in the balance of payments is a link and a driving force for the three variables such as
inflation, interest rates and the trade balance did not contract to the increase in economic growth.
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