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ABSTRACT 
 
This research examines the economic factors that drive fluctuations in 
Indonesia’s foreign exchange reserves, concentrating on external debt, global 
trade activities (exports and imports), and the exchange rate of the Rupiah 
against the US Dollar. By utilizing secondary data obtained from the World 
Bank, the research applies multiple linear regression analysis through 
EViews 12 to assess the influence of these critical variables on foreign 
exchange reserves. The findings reveal a significant correlation between 
external debt, exports, and imports with changes in foreign exchange 
reserves, whereas the exchange rate shows no notable influence. The 
regression model accounts for 95.81% of the variation in Indonesia’s foreign 
exchange reserves, underscoring external debt, exports, and imports as 
pivotal factors, while the exchange rate plays a relatively minor role. These 
insights are crucial for policymakers aiming to ensure economic stability. 
 
Keywords: Foreign exchange reserves, economic determinants, external debt, 
exports, imports, exchange rate 

E-mail:  
c1a021032.dearustami@mhs.unib.ac.id 

 

 
Introduction  

A country's economic development is inherently linked to global economic conditions, where 
globalization presents significant challenges due to the increasing openness of economies 
(Subandi et al., 2023). Indonesia, as a country with an open economic system, is increasingly 
interconnected with the global economy, which is closely related to international relations 
(Sayoga & Tan, 2017). The era of globalization encourages countries to actively engage in 
international trade. Within this framework, foreign exchange reserves hold a critical role as the 
financial backbone for facilitating international trade and advancing national development. 
Additionally, they are a key indicator reflecting a country's engagement in global trade and its 
overall economic strength (Uli, 2016). 

The fluctuation of foreign exchange reserves significantly influences economic growth, global 
interest rates, and financial stability, making the availability of adequate reserves essential 
(Krušković, 2023). Foreign exchange reserves are viewed as a key element of a country's national 
savings, reflecting the credibility of its monetary policy and its ability to maintain credit trust in 
the eyes of international financial markets (Arwangsa & Suliswanto, 2023). 

In general, foreign exchange reserves are considered safe if they can meet import needs for 
at least 3 months. If a country's foreign exchange reserves are inadequate to meet import needs 
during this period, it is deemed risky as it may result in economic challenges, especially the 
limitation of foreign currency supply (Kuswantoro, 2017). Bank Indonesia (BI) reported that 
Indonesia's foreign exchange reserves were approximately 146.4 billion USD as of December 
2023, up from 138.1 billion USD at the end of November 2023. This increase was due to tax 
receipts, services, and foreign loans withdrawn by the government. With foreign exchange 
reserves sufficient to cover about 6.7 months of imports, or 6.5 months if, including government 
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foreign debt payments, this figure exceeds the international standard, Bank Indonesia suggests 
maintaining foreign exchange reserves equivalent to at least 3 months of imports. These reserves 
are considered sufficient to strengthen the external sector's resilience and uphold Indonesia's 
macroeconomic and financial system stability (Bank Indonesia, 2024). 

 

 
Figure 1. Indonesia's foreign exchange reserves position from 1989 to 2023 (Source: World bank) 
 

 
 

Figure 2. The trend of Indonesia's external debt 1989-2023 (Source: World Bank) 

 
External debt acts as a tool to enhance the accumulation of foreign exchange reserves and 

reinforce domestic savings. Many developing countries often face various challenges in 
capitalizing on available investment opportunities, particularly limited domestic savings and a 
shortage of foreign exchange, which hampers the import of capital goods and intermediate goods 
crucial for economic development (Natasha & Aminda, 2021). While substantial external debt can 
exert pressure on a country's foreign exchange reserves due to the need to meet debt obligations 
in foreign currencies, maintaining sufficient foreign exchange reserves is crucial as a liquidity 
buffer. These reserves help ensure financial stability, support export-driven economic growth, 
and serve as an important indicator of a nation's capacity to fulfill external debt obligations 
(Kebede et al., 2021). The growth in foreign exchange reserves arises not only from export 
surpluses but also from foreign loans obtained by the government. Most of these loans are 
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allocated to financing the current account deficit and servicing debt principal and interest 
payments, which indirectly supports the growth of foreign exchange reserves (Ridho, 2015). 

 

 
Figure 3. Development of Indonesia's International Trade 1989-2023 (Source: World Bank) 

 
Playing an active role in the global economy, particularly through the export sector, is an 

important step to increasing foreign exchange reserves. When a country strengthens its export 
activities, foreign exchange in the form of foreign currencies flows in, strengthening the country's 
foreign exchange reserves position. If export activities decline, foreign exchange reserves will also 
decrease. Therefore, the government strives to increase foreign exchange by exporting natural 
resources to other countries (Maesyaroh & Kundhani, 2024). Export revenue can be allocated to 
support development, subsequently increasing foreign exchange reserves and bolstering the 
nation's economy (Sayoga & Tan, 2017). 

On the other hand, import activities also affect a country's economy. Ekanada (2014) explains 
that to protect weak domestic producers, countries often restrict the quantity of imports through 
quotas. These restrictions not only protect domestic producers but also benefit the economy as a 
whole. The positive impacts of import restrictions include increased preference for local products, 
reduced foreign exchange expenditures, reduced dependence on imported goods, and 
strengthened balance of payments. Through exports, a country can obtain foreign currency, while 
payments for imports must be made in foreign currency. These transactions are recorded by the 
central bank, and their value is reflected in the balance of payments (Wijayanto & Luase, 2022). 

In 2023, although Indonesia's trade balance decreased compared to 2022, it still recorded a 
surplus of USD 36.93 billion, reflecting the resilience of the national economy against external 
factors amid the global economic slowdown, commodity price fluctuations, and pressures from 
major trading partners such as China (KEMENKEU RI, 2023). 

Foreign exchange reserves function not only as a medium for settling international 
transactions but also act as a tool for maintaining macroeconomic stability and financial systems. 
This function is considered crucial in supporting the national economic recovery post-Covid-19 
(Haryono, 2023). The central bank utilizes foreign exchange reserves to influence the local 
currency's exchange rate. With these reserves, the central bank can regulate the worth of the 
domestic currency. Exchange rate stability can positively influence society, investment, and 
international trade. When the exchange rate remains stable, the domestic currency does not 
experience significant fluctuations, either in terms of appreciation or depreciation. This stability 
is highly beneficial for companies engaged in international trade (Rangkuty & Hidayat, 2021). 
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In global trade, especially exports, the exchange rate affects commodity prices. When the 
exchange rate appreciates, the volume of exports usually declines as domestic products become 
pricier relative to foreign goods, and the opposite occurs when the exchange rate depreciates 
(Setyorani, 2018). Fluctuating exchange rates can make products more expensive or more 
affordable, thus acting as a tool to enhance competitiveness and boost exports. Changes in export 
volumes are crucial for improving the trade balance. A country's trade balance is categorized as a 
deficit if exports are lower than imports, a surplus if exports exceed imports, and a balanced if 
both are equal. Imbalances in trade can be reduced by increasing export volume while decreasing 
imports (Udiyana & Setiyarti, 2017). Open economies like Indonesia may experience trade 
deficits; if this condition persists, it could threaten economic stability, as foreign exchange 
reserves are vital for national growth (Arifudin et al., 2024). 

 

 
Figure 4. Rupiah exchange rate against the US Dollar from 1989 to 2023 (Source: World Bank) 

 

Many studies have focused on the link between foreign exchange reserves and various 
economic factors, including external debt, global trade, and currency exchange rates, there remain 
research gaps that integrate these variables comprehensively within the context of Indonesia. 
Most research has focused on limited periods or has analyzed only one variable in isolation. For 
instance, previous studies often fail to explicitly depict how the dynamic relationship between 
these variables evolved amid significant structural changes, Examples include the Asian financial 
crisis of 1997-1998, the global financial crisis of 2008, and the economic effects of the COVID-19 
pandemic (KEMENKEU RI, 2023; Maesyaroh & Kundhani, 2024). 

This research aims to address these gaps by providing an in-depth examination of the 
determinants influencing the foreign exchange reserves of Indonesia over the period 1989 to 
2023. By covering various significant events in Indonesia's economy, this study seeks not only 
to understand long-term trends but also to assess structural changes and economic policies 
that have affected foreign exchange reserves. Focusing on variables such as foreign debt, exports 
and imports, also exchange rates contributes new insights to the literature on international and 
local economics, especially concerning Indonesia's economic stability amid global challenges. 
 
Material and Methods 

This research adopts a quantitative approach to analyze the impact of different economic 
variables on the changes in Indonesia’s foreign exchange reserves. Secondary data from the World 
Bank, covering the period from 1989 to 2023, serves as the data source. The foreign exchange 
reserves are considered the dependent variable, while the independent variables include external 
debt, exports, imports, and the Rupiah-USD exchange rate. 

A time series analysis is conducted to explore the interrelationships between these variables 
across the specified time frame. The data were retrieved from the World Bank database after 
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verifying the datasets. Multiple linear regression is employed as the analytical method, preceded 
by tests for classical assumptions. These assumptions include: 

• Normality test to confirm that residuals follow a normal distribution. 
• The multicollinearity test assessed the degree of correlation among independent 

variables. 
• The heteroscedasticity test examined whether the variance of residuals was stable. 
• Autocorrelation test to evaluate the presence of serial dependency in the dataset. 
 
The multiple linear regression model used in this study is expressed as: Y = β0 + β1X1+ β2X2 

+ β3X3 + β4X4 + e 
Where: 
Y: Foreign Exchange Reserves 
β0 : Constant 
β1 −β4 : Multiple Regression Coefficients X1 : External Debt 
X2 : Exports X3   : Imports 
X4 : Exchange Rate e: Error Term 
 
The t-test evaluated the impact of each independent variable individually, whereas the F-test 

examined their collective effect on foreign exchange reserves. Furthermore, the coefficient of 
determination (R²) measured the extent to which the independent variables accounted for 
variations in the dependent variable. 

The analysis was conducted using EViews 12 software. The findings aim to provide insights 
into the critical economic drivers behind changes in Indonesia's foreign exchange reserves from 
1989 to 2023, forming the basis for evidence-based policy suggestions. 
 
Results and Discussion 
Classic assumption test 
Normality test 

Mutual liability (shared responsibility), which is better known in the field of the civil 
constitution, is a way in which a contract occurs with many actors. Within the scope of the civil 
constitution, it is known that there are 2 (two) forms of association and some liability, which are  

 

 
 

Figure 5. Normality test results (Source: Processed Data, 2024) 

 
The outcome of the normality test (Jarque-Bera) indicates that the model's residuals follow a 

normal distribution, as the p-value exceeds 0.05. This confirms that the normality assumption is 
met. 
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Multicollinearity test 
 
Table 1. Multicollinearity test results 

Variable Coefficient Variance Uncentered VIF Centered VIF 

C 3.19E+19 9.667721 NA 
EX_DEBT 0.001937 32.70706 7.507258 

EXPT 9.79E-14 5.598870 3.281577 
IMPT 0.008706 51.76300 8.682772 

EX_RATE 6.87E+11 20.19876 4.070708 
Source: Processed Data (2024) 

 
The Centered VIF results reveal no notable multicollinearity in the model, as all VIF values 

remain below the 10 threshold. This suggests that the independent variables in the model are not 
strongly correlated with each other. 

 
Autocorrelation test 
 
Table 2. Autocorrelation test results 

F-statistic 2.645498 Prob. F(2,28) 0.0886 

Obs*R-squared 5.562611 Prob. Chi-Square(2) 0.0620 
Source: Processed Data (2024) 
 

At a 5% significance level, both the F-statistic and Obs*R-squared values from the Breusch- 
Godfrey test indicate no autocorrelation in the regression model as the probability values are 
greater than 0.05. 
 
Heteroscedasticity test 
 
Table 3. Heteroscedasticity test results 

F-statistic 2.231433 Prob. F(14,20) 0.0494 
Obs*R-squared 21.33882 Prob. Chi-Square(14) 0.0933 

Scaled explained SS 12.87848 Prob. Chi-Square(14) 0.5361 
Source: Processed Data (2024) 

 
The p-value of 0.0933, as indicated by Prob. Chi-Square (14) on Obs*R-Squared, is greater 

than 0.05. This suggests that the regression model is homoscedastic, meaning there is no violation 
of the heteroscedasticity assumption. 
 
Multiple linear regression analysis 
 
Table 4. Multiple linear regression analysis results 

Variable Coefficient Std.Error t-Statistic Prob. 

C -2.50E+10 5.65E+09 -4.419608 0.0001 

EX-DEBT 0.217894 0.044009 4.951080 0.0000 

EXPT 7.56E-07 3.13E-07 2.416371 0.0220 

IMPT 0.249567 0.093304 2.674762 0.0120 

EX_RATE 718964.8 829099.9 0.867163 0.3927 

R-squared 0.958075  

Adjusted R-squared 0.952485 

S.E. of regression 1.07E+10 

To be continued… 
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Sum squared resid 3.46E+21 

Log likelihood -855.3754 

F-statistic 171.3922 

Prob (F-statistic) 0.000000 

Source: Processed Data (2024) 

 
Parameter significance test 
Partial test (t-Test) 

The statistical analysis applies a one-tailed test with a significance level of α = 5%. When the 
t-statistic surpasses the critical value from the t-table, the null hypothesis (H0) is discarded, 
indicating that the independent variable has a significant effect on the dependent variable. 
Conversely, if the t-statistic falls below the t-table value, the null hypothesis is not rejected, 
suggesting that the independent variable does not significantly influence the dependent variable. 

• External Debt (EX_DEBT): The t-statistic for external debt stands at 4.951080, 
exceeding the critical t-table value of 2.042. Additionally, the p-value is 0.0000, which 
is significantly below the 0.05 significance threshold. This indicates that external debt 
has a noteworthy impact on foreign exchange reserves, implying that shifts in 
external debt are strongly correlated with fluctuations in foreign exchange reserves. 

• Exports (EXPT): With a t-statistic of 2.416371 and a probability value of 0.0220, 
which is under the 0.05 significance level, exports exhibit a meaningful association 
with Indonesia's foreign exchange reserves. This suggests that changes in export 
levels significantly affect the variation in foreign exchange reserves. 

• Imports (IMPT): The t-statistic for imports is 2.674762, accompanied by a p-value of 
0.0120, both of which are below the 0.05 significance level. This signifies that imports 
play a crucial role in determining foreign exchange reserves, with fluctuations in 
import activity having a marked effect on the reserves. 

• Exchange Rate (EX_RATE): The t-statistic for the exchange rate is 0.867163, which is 
smaller than the t-table critical value of 2.042, and the p-value of 0.3927 exceeds the 
0.05 significance level. This suggests that the exchange rate does not have a significant 
impact on foreign exchange reserves. In other words, the changes in the exchange rate 
do not meaningfully influence the reserves in this context. 

 
Simultaneous test (F-Test) 

The F-test plays a key role in assessing the overall validity of the regression model. In this 
context, the null hypothesis (H0) asserts that all regression coefficients, except for the constant, 
are equal to zero, indicating that the independent variables do not have a significant effect on the 
dependent variable. On the other hand, the alternative hypothesis (H1) suggests that at least one 
coefficient of the independent variables is non-zero, implying that at least one independent 
variable has a meaningful influence on the dependent variable. 

The F-statistic is 171.3922, with a probability value of 0.000000, which is significantly lower 
than the 0.05 significance level. As a result, the null hypothesis is rejected, indicating that the 
regression model as a whole is statistically significant. This implies that at least one of the 
independent variables has a notable impact on the dependent variable (foreign exchange 
reserves). The results of the F-test underline the model's strong capability to explain the 
fluctuations in foreign exchange reserves, with the independent variables playing a crucial role in 
driving these variations. 
 
Coefficient of determination (R² Test) 

The R² test is used to assess how well the regression model accounts for the variation in the 
dependent variable based on the independent variables. The R² value ranges between 0 and 1, 



4th JESICA  

 

 
 23  

 

with values closer to 1 indicating a better fit, as the model explains more of the variability in the 
dependent variable. 

In this study, the R² value of 0.958075 implies that roughly 95.81% of the variation in foreign 
exchange reserves is explained by the independent variables in the regression model. This 
suggests a strong explanatory power of the model. 

Additionally, the Adjusted R-squared value is 0.952485, which, although slightly lower than 
the R², is still high. This demonstrates that the model remains a reliable representation of the data 
even when the number of independent variables is taken into account. These results underscore 
the importance of including the independent variables in the model, as they significantly enhance 
the ability to explain the changes in the dependent variable. 

Based on the estimation results, the following equation can be derived: 
RESERVES = -25,000,000,000 + 0.217894EX_DEBT + 0.000000756EXPT + 0.249567IMPT 
From the multiple linear regression analysis, the interpretation is as follows: 

• Intercept (C = -25,000,000,000): When all independent variables are zero, the foreign 
exchange reserves are estimated to be -25 billion. While it is unlikely that all 
independent variables would be zero, this negative value represents the model's 
baseline. 

• External Debt (EX_DEBT): A coefficient of 0.217894 suggests that a 1% increase in 
external debt would lead to an increase of 0.217894 USD in foreign exchange reserves, 
holding other variables constant. 

• Exports (EXPT): A coefficient of 0.000000756 suggests that a 1% increase in exports 
would lead to an increase of 0.000000756 USD in foreign exchange reserves, holding 
other variables constant. 

• Imports (IMPT): A coefficient of 0.249567 indicates that a 1% increase in imports 
would lead to an increase of 0.249567 USD in foreign exchange reserves, holding other 
variables constant. 

 
The effect of foreign debt on foreign exchange reserves 

Statistical analysis shows that foreign debt has a notable effect on Indonesia's foreign 
exchange reserves. The increasing foreign debt has been consistently correlated with a rise in 
foreign exchange reserves, demonstrating a robust link between the two variables. This finding 
aligns with previous studies that reported a positive and significant relationship between foreign 
debt and foreign exchange reserves (Batubara et al., 2023; Susanti, 2019). Foreign debt can be 
leveraged to boost foreign exchange and savings, particularly in developing nations that often 
struggle with limited domestic savings and foreign exchange shortages, which constrain the 
import of essential capital goods and semi-finished products necessary for economic growth. 
While foreign debt can temporarily strengthen foreign exchange reserves via loans, each loan 
contributes to the accumulating debt that needs to be repaid. The repayment of this debt, relying 
on foreign exchange reserves, raises long-term financial obligations (Natasha & Aminda, 2021). In 
the short run, foreign debt enhances reserves, but over time, the need to settle principal and 
interest in foreign currencies depletes those reserves (Suripto et al., 2022). 

In some cases, foreign exchange reserves can increase by taking foreign loans, although 
ultimately this debt must be repaid, potentially leading to a decrease in reserves. Initially, 
foreign borrowing has a positive impact. However, factors such as the lack of domestic savings 
affect the effectiveness of investments. Therefore, governments in developing countries often 
have to rely on foreign investment and loans to spur economic growth (Savira, 2024). Rasyidin et 
al. (2023) explain that foreign debt can positively impact Indonesia's foreign exchange reserves 
as foreign currency loans can be used to finance strategic projects and increase reserves. However, 
the country must ensure sufficient reserves to pay interest and principal on loans to maintain 
economic stability and reduce dependence on foreign debt. 
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According to the debt overhang theory, high debt accumulation can hinder economic growth. 
This is due to increasing interest payments, which in turn reduce investment levels, both domestic 
and foreign, and decrease foreign exchange reserves. Although foreign debt can be used to cover 
development funding gaps, poor management may burden the national budget and reduce the 
government's ability to meet public needs (Amalia & Titik, 2022). This study's findings are also 
consistent with Wahnidar's (2019) discovery of a positive and significant relationship between 
foreign debt and foreign exchange reserves. Citing the Three Gap Model theory, Wahnidar states 
that when a country faces a current account deficit, inflows of capital, including foreign debt, are 
needed to finance that deficit. Foreign debt serves to cover the current account deficit, repay debt, 
support the reserves held by monetary authorities, cover the government's budget deficit, and 
bridge the gap between savings and investment. However, the increase in foreign debt year after 
year can add to the long-term burden, as debt repayments and interest require large amounts of 
foreign exchange. 
 
The effect of exports on foreign exchange reserves 

Exports have a significant relationship with foreign exchange reserves, underscoring that 
export fluctuations substantially contribute to changes in the foreign exchange reserves of 
Indonesia. This finding highlights the importance of the export sector in maintaining the stability 
of foreign exchange reserves, making strategies to boost exports an effective measure to 
strengthen the nation's reserves. This aligns with Keynes' theory of the balance of payments, 
supported by studies by Dwinoviyanto et al. (2023) and Sayoga and Tan (2017). Exports generate 
income for the country through foreign exchange earnings from international transactions, where 
higher export volumes lead to greater foreign exchange earnings. This increase in foreign 
exchange becomes a key driver of economic growth, enabling the country to accelerate 
development and improve public welfare    (Natasa et al., 2023). 

In 2023, Indonesia's total exports amounted to USD 258.77 billion, with the non-oil and gas 
sector contributing USD 242.85 billion and the oil and gas sector USD 15.92 billion. The non-oil 
and gas sector was dominated by the processing industry (76.84%), with palm oil as the main 
commodity, followed by the mining sector (21.35%) led by coal, and the agricultural sector 
(1.81%) with coffee as the primary commodity (BPS, 2023). Regular exports enable Indonesia to 
earn foreign exchange from importing countries, playing a crucial role in supporting economic 
development. Increased exports reflect high productivity, boost international trade activities, and 
strengthen foreign exchange as a primary source of national income (Rianda, 2020). 

As exports rise, foreign exchange reserves increase through international transactions paid 
in foreign currencies. Exports play a significant role in the economy, particularly as they 
contribute to around 70% of Indonesia's total foreign exchange reserves (Anwar et al., 2019). This 
finding is consistent with prior studies by Arwangsa and Suliswanto (2023) and Jalunggono et al. 
(2020), which highlighted a positive and significant correlation between exports and foreign 
exchange reserves. 

Furthermore, increased foreign exchange from exports supports funding for imports and 
infrastructure development, making exports a vital instrument for maintaining national economic 
stability. By continuously enhancing export competitiveness through commodity diversification, 
product quality improvement, and market expansion, Indonesia can optimize foreign exchange 
earnings. This emphasizes that the export sector is not only a driver of economic growth but also 
a primary pillar of foreign exchange reserve stability (Simamora & Widanta, 2021). 
 
The effect of imports on foreign exchange reserves 

Import demonstrates a significant impact on foreign exchange reserves, as indicated by the t-
statistic exceeding the significance threshold. This underscores that fluctuations in import 
volumes have a tangible effect on Indonesia's foreign exchange reserves. An increase in imports, 
particularly luxury goods, contributes to foreign exchange reserves through luxury goods value-
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added tax (PPnBM) payments, emphasizing the importance of import policy management in 
maintaining foreign exchange stability. This finding aligns with previous studies affirming the 
significant influence of imports on foreign exchange reserves (Ariyani & Hasanah, 2023). 

Theoretically, increased imports tend to reduce foreign exchange reserves, as foreign 
currency is utilized to finance import transactions. However, imports also support exports, as 
many of Indonesia's export commodities rely on imported raw materials. The greater availability 
of raw materials supports manufacturing production to boost exports, indirectly contributing to 
foreign exchange reserves (Aceh et al., 2023). 

From 1989 to 2023, Indonesia's import trends generally outpaced exports, creating trade 
deficits in many years. Although Indonesia's exports grew significantly, reaching USD 263.16 
billion in 2023, reliance on imported goods, including raw materials and consumer goods, remains 
a challenge. In 2023, imports were dominated by intermediate goods (72.81%), followed by 
capital goods (17.62%) and consumer goods (9.58%). The main non-oil and gas imports included 
machinery, electrical equipment, iron and steel, plastics, and wheat (BPS, 2024). 

The significant influence of imports on foreign exchange reserves is further supported by the 
findings of Amalia and Titik (2021), who noted that rupiah depreciation against the USD increases 
import prices. This reduces import volumes but raises import values due to inelastic demand. 
Currency depreciation also increases export volumes due to the elasticity of export demand, 
ultimately leading to higher foreign exchange reserves. Similar findings were presented by 
Hermawan (2019), Pujirahayu (2020), and Asmara et al. (2018), showing that imports do not 
always negatively impact foreign exchange reserves. 

From a mercantilist perspective, a surplus of exports over imports is considered essential to 
boost foreign exchange reserves, and support economic growth. However, in Indonesia's case, 
high imports of raw materials and capital goods have supported foreign investment, particularly 
given the low labor costs (Apriadi & Setiawina, 2022). Nevertheless, excessive reliance on imports 
remains a structural challenge that must be carefully managed to ensure the stability of foreign 
exchange reserves and trade balance. 
 
The effect of exchange rates on foreign exchange reserves 

The results of the study indicate that the exchange rate does not exert a statistically significant 
influence on foreign exchange reserves. While there are hints of a positive relationship, the 
evidence is not strong enough to assert that exchange rate fluctuations significantly influence 
foreign exchange reserves. This implies that other factors likely play a more dominant role in 
determining the foreign exchange reserves of Indonesia. Exchange rate fluctuations, speculative 
activities in the market, and inconsistent foreign currency needs in international transactions 
further reinforce this conclusion (Herliani & Sukarniati, 2024). These findings align with the 
Marshall-Lerner elasticity theory and various previous studies (Fortuna et al., 2021; Bake et al., 
2024). According to this theory, currency depreciation should enhance export competitiveness 
and improve the current account balance. However, In Indonesia, foreign exchange reserves do 
not always show a significant response to exchange rate fluctuations, due to factors including low 
demand elasticity for both exports and imports, structural limitations, the predominance of 
monetary policy interventions, and external factors. The correlation between exchange rate 
fluctuations and foreign exchange reserves remains relevant since higher reserves strengthen a 
country’s ability to engage in international transactions, reinforce currency stability, and reflect 
economic resilience. However, the study shows that exchange rate fluctuations do not significantly 
impact foreign exchange reserves. Structural barriers and low volumes of speculative transactions 
in the foreign exchange market contribute to the market's limited response (Rozi, 2017). This 
finding is supported by other studies, which highlight that exchange rate fluctuations, though 
present, are insufficiently significant in influencing short-term foreign currency needs (Oktariva 
& Sari, 2024). 
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Historical data on the rupiah-to-dollar exchange rate from 1989 to 2023 reveal a long-term 
depreciation trend with periods of sharp fluctuations, particularly during the 1998 economic 
crisis. In 1989, the exchange rate stood at IDR 1,770 per USD, gradually increasing to IDR 2,909 in 
1997. The 1998 crisis caused a sharp depreciation to IDR 10,014, stabilizing at IDR 7,855 in 1999. 
Despite periods of stability, the exchange rate remained volatile and continued its gradual 
depreciation, reaching IDR 15,237 in 2023 (World Bank, 2024). This trend underscores the 
persistent depreciation of the rupiah against the USD, influenced by various external and domestic 
factors. 

This research aligns with the findings by Permana and Faridatussalam (2022) and Mashita 
and Pangidoan (2020), This indicates that exchange rate fluctuations have a limited impact on 
Indonesia’s foreign exchange reserves. The primary contributing factors are the small volume of 
speculative transactions and the temporary foreign currency needs in international business 
dealings. In conclusion, the foreign exchange reserves of Indonesia are more significantly 
influenced by other key factors, such as monetary policy interventions and global economic 
conditions, rather than exchange rate fluctuations alone. 
 
Conclusion 

The analysis results indicate that external debt, exports, and imports significantly influence 
foreign exchange reserves, while the exchange rate does not have a significant impact, suggesting 
that exchange rate fluctuations do not directly affect foreign exchange reserves in this context. 
The regression model employed demonstrates strong explanatory power, as most of the 
variations in foreign exchange reserves can be explained by the independent variables used. To 
support better management of foreign exchange reserves, it is recommended to ensure 
sustainable external debt management, develop policies that promote the export sector, and 
monitor import policies to maintain reserve stability. Additionally, it is crucial to continue 
analyzing the impact of exchange rate fluctuations in a broader context to manage foreign 
exchange reserves optimally and support national economic stability. 
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