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Abstract

Monetary policy plays an important role in a country's economy,
including in corporate financial planning. This study aims to analyze the
effect of monetary policy, as measured by instruments such as interest
rates, inflation, and money supply, on corporate financial strategies in
Indonesia. The research method used is a quantitative approach with
secondary data analysis from corporate financial reports and
macroeconomic indicators issued by Bank Indonesia. The results of the
study indicate that changes in interest rates and inflation rates have a
significant impact on investment decisions, capital structure, and
corporate liquidity management. Monetary policy uncertainty can also
increase the financial risks faced by companies in the long term. The
implications of these findings indicate the importance of adapting
corporate financial strategies to the dynamics of monetary policy in
order to ensure sustainable business stability and growth.

Keywords: Monetary policy, financial planning, interest rates, inflation, capital

structure.

INTRODUCTION

The background of the study on the influence of monetary policy on
corporate financial planning in Indonesia is very important to study in the
context of a dynamic economy. Monetary policy is the main instrument used
by the central bank, in this case Bank Indonesia, to control inflation, exchange
rate stability, and economic growth. Monetary policy instruments such as
interest rates, open market operations, and minimum reserves have a
significant impact on macroeconomic conditions, which in turn affect
corporate financial decisions in various sectors.

In Indonesia, the monetary policy implemented by Bank Indonesia often
experiences adjustments according to global and domestic economic
conditions. Tiblola et al., (2024) stated that fluctuations in the benchmark
interest rate, for example, can have a direct impact on corporate borrowing
costs. When interest rates increase, corporate borrowing costs also increase,
which has the potential to reduce investment and business expansion.
Conversely, when interest rates fall, funding costs become cheaper so that
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companies can expand more easily. Therefore, companies must have a
financial strategy that is adaptive to changes in monetary policy in order to
maintain the sustainability of their operations.

In addition, monetary policy also affects the rupiah exchange rate
against foreign currencies. Companies that have exposure to international
transactions, either through exports or imports, must consider exchange rate
risk in their financial planning. The depreciation of the rupiah against foreign
currencies can increase the cost of importing raw materials, while the
appreciation of the rupiah can provide benefits for export-oriented companies
(Rumasukun, 2024). Thus, the company's financial management must include
the exchange rate factor in their calculations to maintain profitability stability.

According to Putri, F. A. (2024) inflation as one of the economic
indicators influenced by monetary policy also plays a role in the company's
financial planning. When inflation is high, people's purchasing power
decreases which can have an impact on the demand for the company's
products or services. On the other hand, controlled inflation tends to create
better economic stability, thus providing certainty for companies in planning
investments and managing working capital. Therefore, companies need to pay
attention to inflation trends in making long-term financial projections.

Hidayat, R., & Nainggolan, E. P. (2024) stated that in facing monetary
policy uncertainty, companies in Indonesia must implement flexible financial
planning strategies. Diversification of funding sources, financial risk
management, and operational efficiency are some of the steps that can be
implemented to deal with changes in monetary policy. In addition,
cooperation with financial institutions and the use of financial technology
(fintech) can help companies access funding at a more efficient cost. With
mature and adaptive financial planning, companies can be more resilient in
facing the dynamics of monetary policy that continues to develop.

In addition to internal strategies, companies also need to understand the
dynamics of fiscal policy that often go hand in hand with monetary policy. The
government through its fiscal policy can regulate the level of spending and
taxation which has an impact on people's purchasing power and private
sector investment (Paputungan et al., 2023). Therefore, monitoring monetary
and fiscal policies simultaneously can help companies in developing a more
integrated business strategy.

Companies also need to pay attention to regulatory aspects related to
monetary policy, such as banking provisions, credit limits, and incentives
provided by the government. Changes in these regulations can affect
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companies' access to credit and the availability of liquidity in the market
(Jusoh et al., 2015). By having a comprehensive understanding of these
regulations, companies can optimize their financial strategies and reduce the
risks that may arise due to changes in policy.

Overall, monetary policy has a broad impact on corporate financial
planning in Indonesia. Changes in interest rates, exchange rates, and inflation
require companies to have the right strategy to manage risks and take
advantage of opportunities. Therefore, a deep understanding of monetary
policy and its impact on corporate finance is very important for business
people and stakeholders in the business world. With the right strategy,
companies can survive and thrive even in uncertain economic conditions.

RESEARCH METHOD

This study uses a literature review method as the main approach in
analyzing the influence of monetary policy on corporate financial planning in
Indonesia. The literature review was conducted by collecting and analyzing
various relevant sources, including academic journals, policy reports from
Bank Indonesia, books, and publications related to monetary policy and
corporate financial strategy. Through this approach, the study can gain in-
depth insight into the theory and practice of monetary policy and its impact
on the financial aspects of the company.

In the literature review process, this study examines various
macroeconomic and monetary policy theories that have been developed by
experts. In addition, this study also compares the results of previous studies
that discuss how monetary policy, such as changes in interest rates and
exchange rates, can affect corporate financial decision-making. In this way,
the study can identify recurring patterns and the implications of monetary
policy for the business world in Indonesia.

The results of this literature review will be used as a basis for compiling
conclusions and recommendations for companies in planning financial
strategies that are more adaptive to changes in monetary policy. By
understanding monetary policy trends and their impact on economic and
financial stability, companies can take more strategic steps in managing risk
and optimizing growth opportunities in the future.
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RESULT AND DISCUSSION
The Influence of Monetary Policy on Macroeconomics and Corporate
Financial Planning in an Economic Perspective

According to Liu, L. (2024) monetary policy is one of the main
instruments used by central banks in managing a country's economy. The
main objectives of monetary policy are to achieve price stability, sustainable
economic growth, and external and internal balance. This policy has a broad
impact on the macro economy and corporate financial planning.

The impact of monetary policy on the macro economy can be seen from
how changes in interest rates, money supply, and credit policy affect inflation
rates, investment, and economic growth. When the central bank sets an
expansionary monetary policy by lowering interest rates and increasing the
money supply, this can encourage investment and consumption (Gali, 2015).
With increasing aggregate demand, economic growth can be pushed in a
more positive direction. However, this policy can also increase inflationary
pressures if it is not balanced by an increase in the production of goods and
services.

Conversely, contractionary monetary policy is carried out by raising
interest rates and reducing the money supply. This step is usually taken to
suppress inflation that is too high. When interest rates rise, borrowing costs
become more expensive, leading to a decline in investment and consumption.
Although this policy is effective in suppressing inflation, its impact on
economic growth can be negative in the short term (Kazziha, 2018).

In the context of macroeconomics, exchange rate stability is also a major
concern in monetary policy. Significant changes in interest rates can cause
volatility in the domestic currency exchange rate against foreign currencies. If
interest rates are too low, foreign investors may withdraw their capital from
the domestic market, which can weaken the exchange rate. Conversely,
interest rates that are too high can attract foreign capital, but also risk
inhibiting economic growth due to expensive borrowing costs.

The influence of monetary policy on corporate financial planning is very
significant because this policy affects the cost of capital, access to financing,
and business growth prospects. When interest rates are low, companies tend
to get loans more easily at low costs, which allows for business expansion and
investment in productive assets. Conversely, rising interest rates can increase
the debt burden for companies, reduce profitability, and limit expansion
(Adrian, T., & Liang, 2018). In addition, monetary policy also plays a role in
determining inflation expectations, which have an impact on the company's
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pricing strategy and operating costs. If inflation is high due to expansionary
monetary policy, companies must adjust their pricing strategies to maintain
profit margins. In this condition, companies also need to manage inventory
and production costs more carefully to avoid the negative impacts of rising
raw material prices and labor wages.

According to Ahmad, F., & Rashid, A. (2024) monetary policy also affects
companies' investment decisions. Economic stability supported by credible
monetary policy encourages investor confidence and increases investment
flows into the economy. Conversely, uncertainty due to inconsistent monetary
policy changes can cause market volatility and hinder long-term investment
decisions. In the long run, the effectiveness of monetary policy in supporting
sustainable economic growth depends on coordination with fiscal policy and
other structural policies. If monetary policy is too loose without being
balanced by structural reforms that support productivity, economic growth
can become unstable and vulnerable to external shocks.

Overall, monetary policy has a very important role in maintaining
macroeconomic stability and influencing the company's financial strategy.
Therefore, companies need to understand the implications of monetary policy
on their business environment in order to design adaptive and sustainable
financial strategies.

Analysis of the Impact of Monetary Policy on Corporate Financial Planning in
Indonesia

According to Hudaya, A., & Firmansyah, F. (2023), monetary policy is one
of the main instruments used by central banks in managing a country's
economy. In Indonesia, Bank Indonesia (BI) has the main task of maintaining
the stability of the rupiah, controlling inflation, and encouraging sustainable
economic growth. The monetary policy implemented by Bl has a significant
impact on corporate financial planning, both in terms of investment, financing,
and cash management.

In the context of the Indonesian economy, monetary policy can be
expansionary or contractionary depending on the existing macroeconomic
conditions. Expansionary monetary policy, which is carried out by lowering
interest rates and increasing the money supply, aims to stimulate economic
growth. Conversely, contractionary monetary policy is carried out by raising
interest rates and reducing the money supply in order to control inflation that
is too high. These two policies have different consequences for companies in
formulating their financial strategies (Rachmawaty et al., 2024).
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One of the main aspects of corporate financial planning that is
influenced by monetary policy is the cost of capital. When Bl lowers interest
rates, the cost of borrowing for companies becomes cheaper. This encourages
companies to be more active in expanding their business through new
investments or increasing production. Conversely, when interest rates rise,
borrowing costs increase, so companies are more careful in making
investment decisions and tend to hold back expansion in order to maintain
their financial balance (Khoir, 2024). In addition, monetary policy also affects
the rupiah exchange rate which has a direct impact on companies involved in
international trade. If Bl implements a policy that causes the rupiah to
depreciate, companies that depend on imports will experience an increase in
raw material costs. Conversely, exporters can benefit from the weakening
rupiah because the prices of their products become more competitive in the
global market. Thus, corporate financial planning must pay attention to
monetary policy in order to adjust their operational strategies and risk
management.

Inflation controlled by monetary policy also has important implications
for corporate financial planning. High inflation can cause increased production
costs and decreased purchasing power. In this situation, companies need to
adjust their pricing strategies and operational efficiency to maintain
profitability. Conversely, when inflation is low, consumer purchasing power
increases, which can create opportunities for companies to increase revenue
and business expansion (Muzayyanah et al., 2023).

In addition, monetary policy also affects liquidity in the financial system.
When monetary policy is relaxed, banks have more funds to channel in the
form of credit to companies. This encourages growth in the real sector and
increases companies' opportunities to obtain financing. Conversely, when
monetary policy is tightened, access to credit becomes more limited, which
can hamper business growth and increase the risk of default for companies
with high debt levels. In facing the dynamics of monetary policy, companies in
Indonesia must have a flexible and adaptive financial planning strategy. Good
risk management is key in dealing with economic uncertainty influenced by
monetary policy. One strategy that can be implemented is to diversify funding
sources to reduce dependence on high-interest loans. In addition, companies
can also hedge against exchange rate and inflation risks to protect their cash
flow from external fluctuations.

According to Abolladaka et al., (2023) companies must also pay attention
to the role of the capital market in accessing alternative funding. With the
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development of the capital market in Indonesia, many companies can utilize
instruments such as corporate bonds and stock issuance to support their
investment needs. In low interest rate conditions, bond issuance can be a
more economical option compared to bank loans. Conversely, when interest
rates increase, companies can adjust their strategies by optimizing equity and
internal funding sources to avoid high interest burdens.

In addition, companies must actively follow the development of
monetary policies issued by Bank Indonesia. Periodic evaluation of economic
policies and analysis of their impact on the industrial sectors they operate in
will provide better insight into making financial decisions. By having a deeper
understanding of changes in interest rates, inflation, and exchange rates,
companies can be better prepared to face the various challenges that arise
due to monetary policy.

The importance of efficient cash management is also a major factor in
dealing with economic uncertainty due to monetary policy. Companies need
to ensure that they have sufficient cash reserves to deal with possible
increases in operating costs or decreases in revenue caused by changes in
monetary policy. In addition, a wise debt management strategy is also needed
to avoid excessive financial pressure when interest rates rise (Angelina, S., &
Nugraha, 2020).

Thus, monetary policy has a broad impact on corporate financial
planning in Indonesia. Companies must always monitor the policies
implemented by Bank Indonesia and analyze their impact on their business
operations. With careful planning and the right financial strategy, companies
can survive and thrive amidst the ever-changing economic dynamics. Business
sustainability is highly dependent on management's ability to anticipate
changes in monetary policy and implement appropriate strategic steps to
maintain financial stability and encourage sustainable business growth.

Recommended Strategies for Companies in Facing Changes in Monetary
Policy

According to Sitepu et al., (2023), changes in monetary policy are one of
the external factors that have a significant impact on company operations.
Monetary policies implemented by the central bank, such as changes in
interest rates, control of the money supply, and exchange rate policies, can
affect liquidity, cost of capital, and consumer purchasing power. Therefore,
companies need to have an adaptive strategy in order to survive and thrive
amidst these changes.
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One strategy that can be implemented is tighter financial risk
management. Companies need to conduct a thorough analysis of the possible
impact of changes in monetary policy on their financial structure. If interest
rates rise, borrowing costs will increase, so companies must consider debt
restructuring or seek alternative funding at lower costs. In addition,
companies can also manage exchange rate risk if they operate in international
trade by using hedging instruments such as forward contracts or swaps
(Silaban, 2024).

Diversification of sources of income is also an important strategy in
dealing with changes in monetary policy. Dependence on one type of income
or a particular market can increase a company's financial risk when there are
economic fluctuations due to monetary policy. By expanding the market to
more stable segments or developing new products and services, companies
can increase resilience to the negative impacts of tight monetary policy
(Marlina, 2023).

Furthermore, companies need to improve operational efficiency to
reduce the impact of increased production costs due to changes in monetary
policy. Optimizing the supply chain, using technology to increase productivity,
and better inventory management can help reduce unnecessary expenses.
With higher efficiency, companies can maintain profit margins even though
production costs increase due to rising interest rates or high inflation. In
addition, strengthening relationships with financial institutions is also a
strategic step for companies in dealing with changes in monetary policy. By
having good relationships with banks or investors, companies can gain easier
access to funding sources with more flexible terms. The ability to obtain credit
with lower interest rates or more flexible loan facilities can help companies
maintain their liquidity amid economic uncertainty.

It is also important for companies to actively monitor monetary policy
and improve their economic analysis capabilities. By understanding the trends
in monetary policy implemented by the central bank, companies can design
more proactive business strategies and anticipate changes that will occur.
Investing in an economic research division or consulting with economists can
help companies make better strategic decisions (Aginta, H., & Someya, 2022).
In addition to internal strategies, companies can also collaborate with other
stakeholders, such as industry associations or governments, to voice their
business interests regarding the impact of monetary policy changes. By
building constructive dialogue, companies can contribute to the formulation
of policies that better support economic stability and business growth.
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Ultimately, an effective strategy in dealing with monetary policy changes must
be holistic and flexible. Companies must be able to combine various
approaches, ranging from financial risk management, income diversification,
increasing efficiency, strengthening relationships with financial institutions, to
active monitoring of monetary policy. With a mature and adaptive strategy,
companies can survive and continue to grow amidst the dynamics of ever-
changing economic policies.

CONCLUSION

Monetary policies implemented by Bank Indonesia have a significant
impact on corporate financial planning in Indonesia. Policies such as changes
in interest rates, inflation control, and liquidity regulation can affect the cost
of capital and a company's access to funding sources. For example, an
increase in the benchmark interest rate can increase the cost of borrowing for
companies, thereby affecting investment decisions and business expansion.

In addition, monetary stability maintained through these policies also
plays a role in creating economic certainty for companies. Controlled inflation
and a stable exchange rate can help companies in formulating long-term
financial strategies, including in regulating product prices, production costs,
and cash management. Conversely, monetary instability can increase business
risks, reduce consumer purchasing power, and complicate a company's
financial planning.

Therefore, companies need to understand and anticipate changes in
monetary policy in order to optimally adjust their financial strategies. By
analyzing the policies implemented by Bank Indonesia, companies can take
preventive measures such as diversifying funding sources, operational
efficiency, and hedging strategies to minimize the negative impact of
economic fluctuations. Good adaptation to monetary policy will help
companies maintain financial stability and increase competitiveness in the
market.
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