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ABSTRACT

This study aims to analyze the ability of three government policies and the strong impact of COVID-19 on the
economic recession in seven emerging market countries (China, India, Indonesia, Russia, Brazil, Turkey, and
Egypt). T-test and independent-sample t-test. This study resulted in the findings of the ARDL Panel model, proving
that the leading indicators of state-based financial system stability are China, India, and Brazil. In contrast, the
order of the top policy indicators of policy/variable financial system stability is fiscal policy (GOV), monetary
policy (I.R.), and policy macroprudential (NPL). The leading indicators of state-based economic stability are
Indonesia and Russia. In contrast, the order of leading indicators of policy/variable-based economic stability is
macroprudential policy (LDR), fiscal policy (Tax), and monetary policy (JUB). During the Covid-19 pandemic, the
effectiveness of financial system stability, apart from China, all countries experienced economic instability. On
economic stability, apart from China and Turkey, all countries experienced economic instability after the Covid-19
Pandemic. Recommendation: the policies needed to control financial system stability focus on macroprudential
policies and fiscal policies. In contrast, the effectiveness of the procedures necessary to maintain economic
stability is through macroprudential policies.

Keywords : emerging market, monetary policy, fiscal, macroprudential

INTRODUCTION

The global financial crisis in the United States in 2008 impacted the instability of the
financial sector and the real sector (Agung, 2010). The financial crisis in America triggered by
the credit bubble turned into a global problem and caused the economy to fall. Claessens et al.
(2013), Hahm et al., (2014) The source of financial sector instability comes from the credit
bubble that turned into a global crisis and caused a drastic decline in economic growth
(Claessens and Kose, (2012), Purnawan and Nasir, 2015 ), (Hwa, 2015), (Wimanda, 2014),
(Simorangkir, 2013).

The financial crisis originating from the financial sector weakened economic
fundamentals such as exchange rates, inflation, and economic growth. Therefore, three policies
are needed at once: fiscal policy, monetary policy, macroprudential policy, or the Policy
Strength Combine (Posco). Fiscal policy, monetary policy, and macroprudential is integral part
of macroeconomic stability, which has targets that must be achieved both in the short and long
term (Annafanada, 2015), (Baasir, 2003), (Ade Novalina, 2017), (Bianchi, 2016). ), (Kuijs,
2012), (Rakhmawati, 2017), (Ansari, 2018). Macroprudential policy is made to support
monetary policy. (Darmawan, 2017), (Siklos, 2018). Price stability does not guarantee financial
stability; Wrobel (2013) a good and calm economic situation causes the financial system to
become more vulnerable due to excessive risk-taking by business market players (Alegria et al.,

351


mailto:adenovalina@gmail.com

)
International Journal of Economic, Technology
and Social Sciences

International Journal of Economic, Technology and Social Sciences
url: https://jurnal.ceredindonesia.or.id/index.php/injects
Volume 2 Number 1 page 351 - 368

2017), (Arijo Hadi, 2016).

Monetary and fiscal policies must remain coordinated to support economic activities,
especially to encourage economic growth and at the same time maintain the inflation rate
(Saragih, 2015). The addition of the money supply and government income variables effectively
influences inflation and output in the long run. Both policies (Policy Mix) effectively control
inflation and economic growth in Nigeria if done with good coordination (Yakubu Musa, 2013).
However, policy mix is not always effective in dealing with banking problems in Indonesia;
sometimes these two policies (monetary and fiscal policies) are not appropriately coordinated,
causing imbalances in the economy; even emerging market countries are also vulnerable to
global problems (Khalsum, 2000).
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Figure 1. China Currency and Inflation
China experienced the highest inflation increase in 2011, and there was another increase
in China's inflation in 2018 and 2019. Turkey experienced a reasonably high inflation increase
in 2018, which was around 4.93%. Inflation in India occurred in 2013, and there was a
significant increase in 2019. There was a substantial increase in inflation in Indonesia in 2013.
For Russia and Brazil, the highest inflation occurred in 2015 due to the economic recession.
And for the country of Egypt itself, there was a very high increase in inflation in 2017 caused

by the increase in fuel and electricity prices (Hastiadi (2019), Suhariyanto (2019).
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Figure 2. China's Exchange Rate and Inflation
The overall depreciation of the 7EM-Countries exchange rate occurred in 2015 and
2016. The exchange rate depreciation occurred due to the weakening of the export sector and
the increase in U.S. interest rates. Weakening of several fundamental indicators such as GDP,
inflation, and exchange rates as an indication of the need to strengthen complementary policies
other than the policy mix, namely security policies in the banking sector, both micro and
macroprudential (Hanson et al.,, 2005), (Bank of England, 2009; Arellano, 2011). ).
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Macroprudential policies must be implemented effectively (Agung, 2010; De Nicolo, Gianni,
2012). Macroprudential policy communication should be clear (Galati and Richchild, 2011),
(Antipa et al., 2011; Galati and Richchild, 2011, and Tovar et al., 2012). Some countries use
instruments that vary depending on the level of economic and financial development, exchange
rate regimes, and resilience to financial shocks (Unsal, 2011); Aiyaret al., (2012) and Tovar et
al., (2012) macroprudential instruments are used to mitigating three categories of systemic risk,
namely risks arising from too strong credit growth, liquidity risk, and risk due to high capital
outflows. Macroprudential policies with various instruments have been carried out by Bank
Indonesia such as Loan to Value Ratio (LTV) or Financing to Value Ratio (FTV) on property
loans, determination of the amount of Down Payment on motor vehicle loans, setting limits on
Net Performance Loans (NPL) and setting Countercyclical Capital Buffer (CCB) on bank
capital is sufficient to reduce various potential risks in the financial system (Kiley and SIM,
2015). Galati and Richhild (2011) currently use macroprudential instruments to limit credit
supply to specific sectors to prevent the procyclicality of credit growth. In line with Kiley and
SIM (2015) and Cronin and Mcquinn (2016) in explaining the risks and problems of lending to
value (NPL) is used to identify the soundness of bank credit.

Shim et al. (2013) explained a significant effect of DTI and housing tax on housing loan
inflation prices on credit growth in 1980. In addition, the impact of NPLs on bank health in the
housing market was also found. On the other hand, Zhang 5 and Zoli (2014), by examining 74
Asian banks, explain that macroprudential policies limit the supply of credit from banks in Asia.
Furthermore, Akinci and Olmstead-rumsey (2015) find that macroprudential policies effectively
reduce housing price inflation and credit growth. In Romania, to overcome the economic crisis,
LTV and NPL instruments were also used. The result can reduce the possibility of losses
between debtors and creditors. As a result, Romania stabilized the economy and avoided
systemic risks (Oprea, 2012). LTV and NPL are intended to control bank exposure from debtors
and creditors and prevent the impact of the crisis and the occurrence of the problem itself.

The next crisis that caused global financial shocks was the 2008/2009 crisis. The
beginning of the crisis in 2008 with conditions of low-interest rates and inflation resulted in an
increase in risk taken by banks in general through lending activities which then led to increased
risk in the financial system (Chen et al., 2016). Increased risk in the financial system is caused
by product innovation in the financial sector with many derivative products that are difficult to
understand by the monetary policy transmission mechanism (Warjiyo & Juhro, 2016). The 2008
crisis opened the view of many parties that financial system stability is also essential in addition
to price stability; financial system instability can affect macroeconomic stability, even though
the inflation rate is low (IMF, 2013). Therefore, the central bank's focus on monetary policy is
to maintain price stability so that it pays less attention to risks arising from macroeconomic
linkages with the financial system (Warjio, 2016).

The balance analysis begins with the results of a purely discretionary policy or
discretionary policy. Policymakers determine monetary and fiscal policy by minimizing
equation (1.3), namely Phase 3. Minimization is obtained by FOC equation (1.3) against
economic and budgetary targets [m” dan g"] and random variable v, , 6. Substitute equations
(1.4A) and (1.4B) into equation (1.3) to calculate control of imperfect policy instruments,
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E,o(L)= Ewﬂ(li[a) mf+60 g° -« E(7Z')+V]j +
namely: ta

E,, [Lﬂ [@mP+0 g° —E(z)+V]-af yTj
1+« (15)

FOC equation (1.5) to m"” dan G with expect operator ® dan 6 will produce the
following equation::

[0 m" +6 g° —a E(r) +V]=-a’flom” +&° —E(z) +V]+ap ¥,
A+’ p)M® + A+ a’p)L+c2)g" =aB vy, +(a’ B+ a)E(x)
—(A+a’ BV (16A)
[0 m" +0 g° —a E(z) +V]=—a’flom” +&Q" —E(z) +V]+apB v,
Q+a’p)L+o)m” +L+a’B)g” =aB vy, +(a’ B +a)E(x)
—(A+a’ BV (1.6B)

The solution of m" and G™ is obtained by substituting equation (1.6A) into (1.6B) or by
applying the Cramer determinant method, namely:

P :[aﬁ A+a) yr +(2*f-a) E(x)-(@+a’p) v} o2

A+a’p) (c;+o, +0i0]) ’

(1.7A)

o° {aﬂ A+a) yr +(a’f-a) E(z)-A+a’p) v} 2

AL+ ap) (O'(i + 0'92 + 0'20'5) “

(1.7B)

Forecasts (1.7A) and (1.7B) explain the FUNCTIONS of policymakers' reactions to
shocks in aggregate supply and demand as well as inflation expectations. In Stage 1, the
uncertainty of v, @ and 0 resulting in inflation expectations being :

E(r) =E, 4, [m" +9°1=E,, [0 m" +6 g°]
aff A+a) yr

E(7)ois = > 2
Q+a)+@Q+a’p) { 090 }

2 2
c,to,

(1.8)

From equation (1.8), it is known that the uncertainty of fiscal policy instruments [c%
tinggi] and the fate of monetary policy instruments [o?, hight] will increase inflation
expectations. Therefore, substituting equations (1.8) into (1.7A) and (1.7B) will result in
optimal fiscal and monetary policy with pure discretionary policy. The pure discretionary
policy explains that the budgetary policy target [g"] and monetary policy targets [m"] optimal
on:

mgls = [A_ ATV] 0_62 (1.9A)

05, =[A-ATV] o7 (1.9B)
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Where :
A= af A+a) y;
A+a) (o) +o)+A+a’p) (oi07)
1
T (02 +ol +olol)

Equations (1.9A) and (1.9B) explain that aggregate supply and demand shocks
determine the optimal fiscal and monetary policy at pure discretion. Thus, positive aggregate
supply and demand shocks will reduce monetary and fiscal policy targets, whereas negative
aggregate supply and demand shocks will increase monetary and fiscal policy targets.

The first components of optimal fiscal and monetary policy are the constant A [non-
contingent] and the slope of the Phillips curve [a]. The combination of aggregate supply and
demand shocks [v] is a stabilizing component of each policy instrument. This means that the
sum of fiscal and monetary policy stabilization components is the proportion of the total shock
supply and aggregate demand. Therefore, aggregate demand and supply shocks will decrease
if the uncertainty of monetary and fiscal policy instruments increases.

Inflation expectations, money stock growth, and government spending are determined
by the precision of the combination of fiscal and monetary policy controls [6%,, o%].
Therefore, increasing uncertainty in policy instruments will reduce the use of a combination of
fiscal and monetary policies. If monetary policy instruments can be controlled perfectly [6°, =
0] then all policies will be controlled with monetary instruments [g” = 0], On the other hand, if
fiscal policy instruments can be controlled perfectly [c% = 0] then all policies will be
controlled with fiscal instruments [m” = 0]. The difference between a rule and pure discretion
is crucial, where rule policy determines policy before inflation expectations are determined.
Therefore, the type of rule policy is that policy adjustments affect expectations. Fiscal and
monetary policy rules are G* = G, m” = M and ¢ = °, = 0. When the policy rule is applied,
equation (1.8) changes to E(r) = M + G. From equation (1.8), we get :
E(7)ru = af A+e) yr 5

A+a)+@A+a’p) [009

AT

=af Yr
2 2
T 90 } (1.10)
This means that inflation expectations depend on the slope of the Phillips curve [a]and
preferences of policymakers [B]so that E(n)pis> E(m)ruL. Minimization of expected losses on M
and G results in optimal fiscal and monetary policies under M = G = 0. This implies that [
P P
Mg = 0] and [gR - O]or the inflation rate expectation on discretionary policy is always higher
than the rule policy. The difference in inflation expectations on the discretionary approach of
the rule policy is inflationary bias, so equation (1.8) can be defined as the inflationary bias of
discretionary policy. The combination of aggregate demand and supply shocks in the rule policy
is fully translated into aggregate output and the inflation rate, so the inflationary bias is zero in
the rule policy.

METHODS

The ARDL Panel equation for the prediction of Financial System Stability in each
country in this study is as follows:
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KURSchina= @ +ﬁ1TAXit+ﬁ2GOVit+ﬂ3|NTit+ﬂ4JUBit+ﬁ5LDRit+ﬂ6NPLit+ﬂ7|NFit+ ﬁgGDPit'l'el

KURSngia= a +81TAXi+£2GOVii+f3INTi +£4JUBii+5LDR;i +fsNPLi + 57 INFi+
ﬁgGDPit"'ez

KURS)ngonesia= & +A1 TAXit+B2GOVit+S3INTir+4IUBit+S5L DRit+BsNPLit+57INFir+
ﬁgGDPit+e3

KURSgusia= & +B1TAXit+S2GOVir+S3INTit+54JUBi+S5L DRt +8sNP L+ 7 INFi+
PsGDPji+e,

KURSgrazii= & 1 TAXit+B2GOVit+B3INTit+84JUBii+SsL DRt +eNPLit+57INFie+
ﬁgGDPit+e5

KURStyki= o +81TAXii+£2GOVi+S3INTi+£1JUBji+ 5L DR +5sNP L +57INFi+
PsGDPji+eg

KURSwmesir= a +p1 TAXii+f2G0Vii+S3INTii+£1JUB;i+fsLDRii+SsNP L +47INFi+
PsGDPji+e;

GDP = Gross Domestic Product e = error term

INF = Inflation = Regression coefficient

EXCHANGE = Exchange Rate = Constant

TAX = Tax | = Number of observations (7 countries)

GOV = Government Expenditure t = Number of time (11 years)
INT = Interest Rate n = 77 observations

JUB = Total Money Supply

LDR = Loan to Deposit Ratio

NPL = Noan Performance Loan

RESULTS AND DISCUSSION
3Policy's Ability Against Economic Recession. The summary of the results of the ARDL Panel
model research is shown in the following table:
Table 1. Panel ARDL Model

Variable INDONESIA | RUSIA | BRAZIL _ Short Run | Long Run
1 1 1 1 1 1 1 0 1
GOV 1 1 0 1 1 1 1 0 1
IR 1 1 1 1 1 0 1 0 1
1 1 1 0 1 1 0 0 1
Source:Output Eviews 2021
A
Shore Run Long Run

: Gbhp

GOV

IR

NPL

Cointeg >

356



)
International Journal of Economic, Technology
and Social Sciences

International Journal of Economic, Technology and Social Sciences
url: https://jurnal.ceredindonesia.or.id/index.php/injects
Volume 2 Number 1 page 351 - 368

Policy power's ability is proven to detect economic recession in 7 emerging market countries.
China, Brazil, and India stabilized the economic recession through GDP, government spending, interest
rates, and NPLs. India has stability in GDP, government spending, interest, and NPL. Indonesia's state
stability focuses on GDP, welfare, and NPL. The Russian state is GDP, government spending, and
sound. Turkey focuses on GDP, government spending, and NPL. The country of Egypt is GDP,
government spending, and interest. The stability of the financial system and the economy is proven to be
influenced by fiscal and macroprudential policies. The results of this study are supported (Levi, 2004),
Wanaset (2008) conducted in Thailand; in this study, the movement of the Thai Bath currency exchange
rate is influenced by CPI, GDP, Money Supply, and oil prices. Research by Anca Elena Nucu (2011)
shows that the movement of Ron Romania's exchange rate against the Euro is influenced by GDP,
inflation rate, money supply, interest rate, and balance of payments. Yunika Murdayanti's research
(2012) concludes that the movement of the Rupiah exchange rate against the U.S. Dollar is influenced
by GDP, Inflation, Interest Rates, Money Supply, Current Accounts, and Capital Accounts. Triyono's
research (2008) shows that the movement of the Rupiah exchange rate against the U.S. Dollar is
influenced by the Money Supply (JUB), Inflation, SBI interest rates, and imports (Chen et al., 2016).
This is due to product innovation in the financial sector with many derivative products that are difficult
to understand by the monetary policy transmission mechanism (Warjiyo & Juhro, 2016). The policy
power formulated is the integration of monetary policy and macroprudential policy to maintain rupiah
stability and financial system stability, implemented in 2010 (Warjiyo, 2010). In Brazil, monetary
policy and macroprudential policy (capital and reserve requirements) worked together during the post-
crisis period (2010-2011) to control risks from rapid credit growth. In Korea, fluctuations in housing
prices have little correlation with inflation, and these fluctuations are controlled by Loan To Value and
Debt to Income. At the same time, the central bank's monetary policy is used to achieve output and price
stability (International Monetary Fund, 2013). Another country that has also adopted a policy mix is
Turkey since 2010, designed to manage short-term capital volatility (Uysal, 2016).

I am judging from the short-run and long-run stability, where the variables GDP, GOV, |.R.,
and NPL in the long run significantly control Financial System Stability. The determination of GDP,
GOV, L.R., and NPL as leading indicators in the Seven Emerging Market Economies Countries is also
supported by the opinion (Wimanda et al., 2014). The main policy instrument used by Bank Indonesia is
the B.l. The rate policy rate is the interest rate reference as a policy transmission in achieving the final
price stability target—implementation of the B.l. Therefore, the rate policy instrument is effective in
maintaining price stability. Chadwik, M. G. (2018) shows that macroprudential policies effectively
support credit growth and reduce financial system vulnerabilities. However, monetary and
macroprudential policy power will be more potent in maintaining credit growth and financial system
stability—the B.l. Rate and LDR reserve requirements are based on previous literature studies, which
show that the two policy instruments are the most effective in influencing price stability (Dana et al.
(2017) and Wimanda et al. (2012).

Impact of Covid-19 on Financial and Economic System Stability

The COVID-19 pandemic, which began in China in January 2020 and Indonesia on
March 9, 2020, has had a significant impact on all aspects of the life of the world's people,
particularly financial system stability and economic stability. One of the impacts of Covid 19,
several countries in the world are experiencing a recession. Recessions occur in both developed
and developing countries. Countries like France, Italy, Canada, Germany, the USA, and Japan.
Indonesia also officially declared a recession after its economic growth was minus for two
consecutive quarters.
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Meanwhile, in France, in August 2020, its GDP contracted 13.8 percent. The lItalian
contracted 12.4 percent, while Canada 12 percent. Meanwhile, the German economy is said to
have shrunk by 10.1 percent. The U.S. and Japan shrank 7.6 percent. Britain is said to be
experiencing the worst recession at that time, namely by 20 percent. As the country that first
reported the outbreak, the first three months of 2020 also experienced an economic downturn.

But figures released in July 2020 showed China's GDP grew 2.5 percent from April to June.
One of the negative impacts of Covid-19 that is being felt in several countries is the increasing
unemployment rate due to a wave of layoffs. Big countries like the U.S. also experienced this. In the
U.S., at least from the start of the pandemic until August 2020, 30 million people lost their jobs and
became unemployed. The U.S. is trying to deal with this problem by helping to provide unemployment
benefits of 600 US dollars (Rp 8.8 million) every week.

Table 2. Output Paired Samples Differences

Std. Sig. Hasil
Mean Deviation T (2-tailed)
Pair 1 Rate_CNY_before_pandemic - ,00667 ,30652 ,075 ,941 No Different
Rate_ CNY _after_pandemic
Pair 2 Rate_INR_before_pandemic - -3,64250 2,30015 -5,486 ,000 There is a
Rate_INR_after_pandemic difference
Pair 3 Rate_IDR_before_pandemic - -414,96000 575,99060 -2,496 ,030 There is a
Rate_IDR_after_pandemic difference
Pair 4 Rate_RUB_before_pandemic - -7,33417 5,72872 -4,435 ,001 Thereis a
Rate_RUB_after_pandemic difference
Pair 5 Rate_BRL_before_pandemic - -1,21083 37406 -11,213 ,000 There is a
Rate_BRL_after_pandemic difference
Pair 6 Rate_TRY_before_pandemic - -1,21667 ,67753 -6,221 ,000 There is a
Rate_TRY_after_pandemic difference
Pair 7 Rate_EGP_before_pandemic - 1,00583 ,60910 5,720 ,000 There is a
Rate EGP_after_pandemic difference

Source: Output Reviews, 2021

The results of a different test show that the effectiveness of the policy mix on financial
system stability is represented by the exchange rate of most countries affected by the Covid-19
pandemic, especially for countries such as India, Indonesia, Russia, and Brazil, Turkey, and
Egypt. At the same time, China is the only country that has not been severely affected by its
financial system's stability during the pandemic. China was the first country affected by the
Covid-19 pandemic, but the country recovered quickly; only four months from January 2020 to
April 2020, China was out of the Covid-19 pandemic crisis.

Table 3. Output Paired Samples Differences

Std. Sig.
Mean  Deviation t (2-tailed) Hasil
Pair 1 Inflation_China_before_pandemic - ,39167  2,80501 ,484 ,638 No Different
Inflation_China_after_pandemic
Pair 2 Inflation_India_before_pandemic - - 1,39368 -7,821 ,000 There isa
Inflation_India_after_pandemic 3,14667 difference
Pair 3 Inflation_Indonesia_before_pandemic  ,78417 , 714587 3,642 ,004 Thereisa
- Inflation_Indonesia_after_pandemic difference
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Pair 4 Inflation_Russia_before_pandemic - 1,22417  1,51384 2,801 ,017 There isa
Inflation_Russia_after_pandemic difference

Pair 5 Inflation_Brazil_before_pandemic - ,52917  1,31820 2,391 ,043 There is a
Inflation_Brazil_after_pandemic difference

Pair 6 Inflation_Turkey before_pandemic -  1,89455  6,34907 ,990 ,346 No Different
Inflation_Turkey after_pandemic

Pair 7 Inflation_Egypt_before_pandemic - 4,31500  3,94298 3,791 ,003 There is a
Inflation_Egypt_after pandemic difference

Source: Output Eviews, 2021

The results of a different test show that the effectiveness of the policy mix on economic
stability as represented by inflation, most countries are affected by the Covid-19 pandemic,
especially for countries such as India, Indonesia, Russia, Brazil, and Egypt. At the same time,
China and Turkey are countries that are not severely affected by stability. The economy during
a pandemic. Countries that do not have a severe economic impact, such as China and Turkey,
indicate the strength of their country's economic fundamentals.

The average inflation rate in Indonesia before the COVID-19 pandemic was 2.86%, and
after the emergence of this pandemic, the inflation rate decreased by 8.39% to 2.62%. This
figure shows that the inflation rate is still not so worrying. Where this figure is not too far from
the 2020 inflation target that must be achieved by Bank Indonesia, which is 3+1% as regulated
in PMK No. 93/PMK.011/214 dated May 21 014 and PMK No. 124/PMK.010/2017 dated
September 18, 2017. This inflation rate condition was influenced by the negative impact of the
COVID-19 pandemic on the Indonesian economy. The pandemic limits the pressure of demand-
pull inflation and creates the potential for a slowdown in the domestic economy.

Meanwhile, in terms of supply push inflation, the government's policy of imposing
physical distancing and the potential for regional quarantine in several regions in Indonesia,
especially on the island of Java, is likely to disrupt the distribution of goods and services in
general. In addition, Hanoatubun's research (2020) states that the COVID-19 pandemic has
made it increasingly difficult to find jobs, decrease income and fulfill daily needs. This
condition certainly causes the low purchasing power of the people so that the volume of
demand for goods and services decreases and causes a low level of inflation.

The impact of Covid-19 significantly affects the tourism and investment sectors
(Haryanto, 2020), then has an effect on the economy on the health side (Susilawati, 2020).
According to Mohammed (2020), the Covid-19 pandemic has significantly impacted the world
economic recession and economic stability. According to Ligang Song (2020), the Covid-19
pandemic has an impact on global economic uncertainty. The COVID-19 pandemic broke out at
a time of increasing global economic uncertainty. Understanding these uncertainties provides
essential background for analyzing the effects of the pandemic on the worldwide economy,
assessing the effectiveness of such policy measures in fighting the pandemic and reviving the
global economy, and predicting the trajectory of economic recovery in the post-pandemic era.
We analyze how COVID-19 is likely to deepen some of the existing problems in the global
economy. The three fundamental factors that can lead to a solid recovery in the post-pandemic
era are structural reforms, new technologies, and reintegration which can be managed through
instituting a new "global social contract.” Supported by solid public policies at all levels,
especially at the national level, tripartite can serve as the safety of the global economy
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recovering or re-emerging from this pandemic crisis.

Then the results of Prawoto's research (2020) also stated a strong relationship between
the pandemic who tested positive for COVID-19 and the death rate with socioeconomic
conditions with an average correlation coefficient above 0.80. The impact of COVID-19 on
socioeconomic mobility has implications for government policies related to human life,
economic policies to increase state spending (government spending), and tax incentives must be
carried out. Furthermore, monetary policy that can accelerate production by reducing
production costs through capital costs and reducing energy prices is an important option. The
COVID-19 pandemic has made it increasingly difficult to find employment, a decrease in
income, and fulfill daily needs in Hanoi (Hanoatubun, 2020). This condition certainly causes
the low purchasing power of the people so that the volume of demand for goods and services
decreases and causes a low level of inflation. The risk of stagflation resulting from the Great
Lockdown during the pandemic should not be ruled out (Jaravel and O'Chonell, 2020). Inflation
fell drastically after the start of the COVID-19 pandemic. (Shapiro, 2020). However, household
inflation expectations are responding slowly, and inflation uncertainty persists (Armantier,
2020). An unstable economy during a pandemic causes a shift in price changes in trade
(Toamain, 2020).

CONCLUSION

The results of a different test show that the effectiveness of the policy mix on financial
system stability is represented by the exchange rate of most countries affected by the Covid-19
pandemic, especially for countries such as India, Indonesia, Russia, and Brazil, Turkey, and
Egypt. At the same time, China is the only country that has not been severely affected by its
financial system's stability during the pandemic. The results of a different test show that the
effectiveness of the policy mix on economic stability as represented by inflation, most countries
are affected by the Covid-19 pandemic, especially for countries such as India, Indonesia,
Russia, Brazil, and Egypt. At the same time, China and Turkey are countries that are not
severely affected. Economic stability during the pandemic. Countries that do not have a severe
economic impact, such as China and Turkey, indicate the strength of their country's economic
fundamentals.
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