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Abstract 
In the context of the global economy, this research analyzes the role of government 
intervention in stabilizing currency exchange rates in Indonesia, Japan and Türkiye. This 
study uses a quantitative approach to look at the different monetary policies implemented 
by the governments of these three countries to overcome changes in exchange rates caused 
by international markets. To determine how effective government intervention is in 
maintaining economic stability, data collected from various sources, including economic 
statistics and central bank reports, is analyzed. The research results show that government 
intervention has a significant effect on the exchange rate, but its effectiveness varies 
depending on the economic and political conditions of each country. It is hoped that these 
findings will help policymakers create better strategies to stabilize the exchange rate 
amidst ever-changing global economic challenges. 
Keywords: government intervention, exchange rate stability, monetary policy, global 
economy. 

1. Introduction 
A stable exchange rate is very important for a country's economy, because it can 

influence international trade, investment flows and inflation (Ismail & Kadir, 2020). In the 
context of an increasingly integrated global economy, exchange rate fluctuations can be a 
significant challenge for developing countries such as Indonesia, as well as developed 
countries such as Japan and countries with developing economies such as Turkey (Kumar 
& Singh, 2021). 

Government intervention in the foreign exchange market is often carried out to reduce 
exchange rate volatility and create a more stable environment for economic actors (Huang 
& Zhang, 2022). In Indonesia, for example, Bank Indonesia has implemented various 
monetary policies and direct interventions to maintain the stability of the rupiah exchange 
rate against the US dollar (Putra & Sari, 2021). Meanwhile, Japan, which has long 
struggled with deflation and slow economic growth, intervened to prevent excessive yen 
strengthening (Tanaka, 2023). 
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Turkey, on the other hand, faces unique challenges with high inflation and recurring currency crises, where 
government intervention is crucial to restore market confidence (Yilmaz & Demir, 2022). Through this research, it is 
hoped that the effectiveness of various intervention strategies implemented by the three countries in a dynamic global 
economic context can be identified, as well as their implications for future economic policies (Santos & Lee, 2023). 
 
2. Research Methods 

This research uses a quantitative approach with the aim of analyzing the influence of interest rates, inflation and 
foreign exchange reserves on currency exchange rates. The data used is time series data obtained from official sources 
such as Central Bank reports and international financial institutions during the 2019-2023 period. The data analysis 
technique was carried out using the multiple regression test method, where the exchange rate is the dependent variable 
and interest rates, inflation and foreign exchange reserves are the independent variables. Before carrying out regression 
analysis, this research ensures that the data meets classical assumptions. Normality Test to see whether the residuals 
are normally distributed. Multicollinearity test to detect a strong linear relationship between independent variables. 
Heteroscedasticity test to test whether the residual variance is constant or not. Autocorrelation test to find out whether 
there is a correlation between residuals in a certain time period. The results of testing classical assumptions will 
determine the validity of the regression model used. With this approach, research is expected to provide a 
comprehensive understanding of the factors that influence currency exchange rates in the context of the global economy. 
 
3. Result 
• Indonesia 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Based on the results of the multiple regression test, it shows that the IDR interest rate is not statistically significant 
(Prob = 0.1950), while IDR foreign exchange reserves have a significant effect with a coefficient of 0.021734 at the 5% 
level (Prob = 0.0309), although the effect is small. IDR inflation has a significant and large impact with a coefficient of 
191.7093 (Prob = 0.0007), indicating that an increase in inflation influences an increase in the USD/IDR exchange rate. 
Overall, the model has an R-squared of 29.61% and an adjusted R-squared of 25.84%, which shows that its predictive 
ability is still low. The significant F-statistic (Prob = 0.000184) indicates this model is valid, but the Durbin-Watson value 
of 0.855457 indicates the potential for positive autocorrelation in the residuals. 

 

 
Based on the results of the residual normality test in the regression analysis between the USD/IDR exchange rate and 

interest rates, foreign exchange reserves and inflation, it shows that the residuals are not normally distributed. The 
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Jarque-Bera value of 68.31 with a probability of 0.0000 rejects the null hypothesis at a significance level of 1%. The 
residual distribution has a positive skewness of 1.538 and kurtosis of 7.226, which indicates a leptokurtic distribution 
with many outliers and a long tail on the right side. 

 
Based on the results of the Variance Inflation Factors (VIF) analysis, it shows that there is no significant 

multicollinearity problem between independent variables in the regression model which uses IDR interest rates, IDR 
foreign exchange reserves and IDR inflation to predict the USD/IDR exchange rate. The IDR interest rate has a VIF of 
1,430, foreign exchange reserves of IDR of 1,184, and inflation of IDR of 1,238, all of which indicate a low level of 
multicollinearity. With a VIF value below 10, it can be concluded that the regression model does not experience serious 
multicollinearity, so that the results of the estimated regression coefficients can be interpreted reliably without 
distortion from the linear relationship between the independent variables. 

 

 
Based on the results of the heteroscedasticity test using the White Test, it shows that the regression model is likely 

to experience heteroscedasticity problems. With an F-statistic of 2.668727 (Prob = 0.0130) and Obs*R-squared of 19.46962 
(Prob = 0.0215), the null hypothesis about homoscedastic residuals is rejected at the 5% significance level. This indicates 
that the residual variance is not constant, which can lead to inefficient estimation and inaccurate standard errors of the 
coefficients. 



Journal of Economic and Business Analysis, Vol,2 No.2 48 of 53 
 

 

 
Based on the results of the Breusch-Godfrey Serial Correlation LM Test analysis, it shows that there is autocorrelation 

in the residuals up to 2 lags, with an F-statistic of 13.31986 (Prob = 0.0000) and Obs*R-squared of 19.82129 (Prob = 0.0000), 
which indicates that the null hypothesis is rejected at a significance level of 1%. The residual first lag coefficient (RESID(-
1)) of 0.634912 (Prob = 0.0000) shows a significant effect, while the second lag coefficient (RESID(-2)) of -0.106904 (Prob 
= 0.4564) is not significant. 

 
• Japan 

 
Based on the results of regression analysis, it shows that this model measures the influence of JPY foreign exchange 

reserves and JPY inflation on the USD/JPY exchange rate. JPY foreign exchange reserves have a small negative impact 
on the exchange rate (coefficient -1.26e-05, Prob = 0.6138), but it is not significant. JPY inflation has a significant and 
positive effect on the USD/JPY exchange rate, with a coefficient of 8.547159 (Prob = 0.0000). This model explains 83.60% 
of the exchange rate variation (R-squared = 0.836021), and is significant overall (F-statistic = 145.3032, Prob = 0.0000). A 
Durbin-Watson of 0.404056 indicates possible positive autocorrelation, which needs to be addressed. 
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Based on the results of the residual normality test for the regression between the USD/JPY exchange rate and foreign 

exchange reserves and the Japanese inflation rate, it shows that the residuals are normally distributed. The Jarque-Bera 
statistical test produces a value of 0.102026 with a probability of 0.950266, which is greater than the significance level of 
0.05, so the null hypothesis that the residuals are normally distributed is not rejected. The distribution parameters show 
a mean residual that is close to zero (1.36e-14), a skewness of 0.023035 which indicates distribution symmetry, and a 
kurtosis of 3.196693 which is slightly higher than the normal distribution. 

 

 
Based on the results of the Variance Inflation Factor (VIF) analysis, it shows that there is no significant 

multicollinearity problem in the regression model between the USD/JPY exchange rate and Japan's foreign exchange 
reserves and inflation. The Centered VIF value for JPY foreign exchange reserves and JPY inflation was 3.410072 
respectively, which indicates a low and acceptable level of multicollinearity, well below the threshold of 10. Although 
the Uncentered VIF value is quite high, the lower Centered VIF value indicates that multicollinearity is not a problem. 
problem. 

 
Based on the results of the heteroscedasticity test using the White Test, it shows that there is a heteroscedasticity 

problem in the regression model between the USD/JPY exchange rate and Japan's foreign exchange reserves and 
inflation. With an F-statistic of 5.303161 and a probability of 0.0005, and an Obs*R-squared of 19.75945 with a Chi-Square 



Journal of Economic and Business Analysis, Vol,2 No.2 50 of 53 
 

 

probability of 0.0014, the null hypothesis which states there is no heteroscedasticity is rejected at the 1% significance 
level. 

 
Based on the results of the Breusch-Godfrey Serial Correlation LM Test, it shows that there is an autocorrelation 

problem in the residuals of the regression model between the USD/JPY exchange rate and Japan's foreign exchange 
reserves and inflation. The F-statistic of 48.28385 with a probability of 0.0000 and Obs*R-squared of 38.22755 with a Chi-
Square probability of 0.0000 indicates that the null hypothesis is rejected, indicating the existence of autocorrelation. 
The RESID(-1) coefficient is statistically significant, indicating the strong influence of the previous period's residuals on 
the current one, while RESID(-2) is not significant. 

 
• Türkiye 

 
Based on the results of regression analysis, it shows that TRY interest rates and TRY inflation have a significant 

influence on the USD/TRY exchange rate, while TRY foreign exchange reserves are not significant. The TRY interest rate 
coefficient of 0.227525 and the TRY inflation coefficient of 0.226084 are significant at the 1% level, indicating that an 
increase in each of these variables will increase the USD/TRY exchange rate. The model has an R-squared of 0.684275, 
which explains 68.43% of exchange rate variability, and an F-statistic of 40.45646 indicates the overall model is 
significant. 
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Based on the results of the residual normality test for the regression model between the USD/TRY exchange rate and 

interest rates, foreign exchange reserves and inflation in Turkey, it shows that the residuals are not normally distributed. 
The Jarque-Bera value of 9.518169 with a probability of 0.008573 rejects the null hypothesis that the residuals are 
normally distributed at the 1% significance level, indicating a deviation from the normal distribution. Even though the 
mean residual is close to zero, the skewness of 0.892738 indicates positive skewness and the kurtosis of 3.786981 
indicates a leptokurtic distribution with a sharper peak. The residual histogram shows an asymmetric distribution with 
outliers on the right side. 

 
Based on the results of the Variance Inflation Factor (VIF) analysis, it shows that there is no significant 

multicollinearity problem in the regression model between the USD/TRY exchange rate and interest rates, foreign 
exchange reserves and inflation in Turkey. The Centered VIF values for the TRY interest rate (1.255989), TRY foreign 
exchange reserves (1.380967), and TRY inflation (1.111842) are all well below the threshold of 10, indicating low 
multicollinearity among the independent variables. This means that the regression coefficient for each variable can be 
interpreted reliably without bias due to a strong linear relationship. 
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Based on the results of the heteroscedasticity test using the White Test, it shows that there is a heteroscedasticity 
problem in the regression model between the USD/TRY exchange rate and interest rates, foreign exchange reserves and 
inflation in Türkiye. The F-statistic is 2.658418 with a probability of 0.0133 and Obs*R-squared is 19.41875 with a 
probability of 0.0219, indicating the presence of heteroscedasticity in the model. 

 

 
Based on the results of the Breusch-Godfrey Serial Correlation LM Test, it shows that there is significant 

autocorrelation in the residuals of the regression model of the USD/TRY exchange rate on TRY interest rates, TRY 
foreign exchange reserves and TRY inflation, especially in the first lag. With an F-statistic of 175.1407 (Prob = 0.0000) 
and Obs*R-squared of 51.98578 (Prob = 0.0000), the null hypothesis of no autocorrelation is rejected. The previous 
period's residual (RESID(-1)) has a significant influence on the current residual (Prob = 0.0000), while the previous two 
periods' residual (RESID(-2)) is not significant. The TRY interest rate has a significant effect on the residual (Prob = 
0.0365), while TRY foreign exchange reserves and TRY inflation do not show a significant effect. 
 
4. Discussion 
• Indonesia 

While interest rates are not statistically significant, inflation and foreign exchange reserves in Indonesia have a 
significant influence on the USD/IDR exchange rate. With an R-squared of 29.61%, the regression model shows low 
predictive ability, showing how complex the various factors that influence the Indonesian exchange rate are. In addition, 
there is an autocorrelation problem in the residuals, which may affect the validity of the results. Because Indonesia relies 
on exported goods, its exchange rate is vulnerable to changes in prices around the world. As a result, the government's 
monetary policy must be more flexible. 

 
• Japan 

Compared with Indonesia and Türkiye, Japan's intervention was more effective. The USD/JPY exchange rate is 
strongly influenced by JPY inflation, but foreign exchange reserves are not. As indicated by the high R-squared value 
(83.60%), the regression model indicates that the variables involved can be responsible for most of the exchange rate 
variations. Even though the normality assumption was met, it was found that there was autocorrelation in the residuals. 
As a result, the model must be adjusted. Japan used its economic stability to carry out more targeted interventions, such 
as low interest rate policies and strategic use of foreign exchange reserves. 
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• Türkiye 
The USD/TRY exchange rate in Türkiye is influenced by TRY interest rates and inflation, while foreign exchange 

reserves are insignificant. Good predictive ability (R-squared = 68.43%) was demonstrated by the regression model; 
however, problems such as residual non-normality and autocorrelation indicate that management of variables that 
impact exchange rates fails. Türkiye's monetary policy is often unable to keep up with inflation and external factors 
such as geopolitical tensions, which causes the Lira currency to become highly volatile. 
 
5. Conclusions 

Research shows that government intervention is critical to stabilizing exchange rates in Indonesia, Japan, and 
Türkiye. However, the level of effectiveness of interventions varies depending on the economic and political 
circumstances of each country. Although the regression model cannot predict well, inflation and foreign exchange 
reserves in Indonesia significantly influence the USD/IDR exchange rate. This shows how complex the Indonesian 
economy is, which is influenced by monetary policy that needs to be updated and changes in commodity prices around 
the world.  

Supported by better economic stability and focused policies, Japan demonstrated more effective intervention with 
inflation as the main factor. In contrast, Türkiye faces major challenges in maintaining the stability of the USD/TRY 
exchange rate due to high inflationary pressures and internal volatility, although the TRY interest rate has a significant 
influence. Problems such as autocorrelation and residual abnormality demonstrated by the three countries indicate that 
policies and models to stabilize exchange rates are necessary, especially amidst global economic uncertainty. 
 
6. Suggestion 

For Indonesia, intervention must be optimized through the incorporation of more adaptive monetary policies, such 
as managing foreign exchange reserves and controlling inflation. To reduce pressure on the exchange rate, economic 
diversification is important to reduce dependence on commodity exports. In addition, further research could 
concentrate on external elements, such as foreign capital flows and global policies that influence exchange rate stability. 

Japan should continue to use its strategy of exchange rate intervention, but should pay attention to the risk of 
autocorrelation in economic models, which can affect long-term predictions. Meanwhile, Türkiye must improve its 
internal stability, especially through consistent interest rate policies and better inflation control. Monetary and fiscal 
policies that are aligned with global dynamics and the use of more complex analytical methods to overcome high 
volatility are essential for every country. 
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