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ABSTRACT

Funding liquidity is a crucial aspect of banking activities that influences the growth of bank
credit provision. The banking context in Indonesia exhibits unique dynamics influenced by
various internal and external factors. Therefore, a profound understanding of the dynamics of
funding liquidity and its influence on bank credit growth is essential in creating a healthy and
sustainable financial environment. This study aims to analyze the dynamics of funding liquidity
and its impact on the growth of bank credit provision within the banking context of Indonesia.
Thus, the research objective is to explore the factors affecting funding liquidity and their
implications for bank credit provision activities. This research employs a qualitative approach
by conducting a literature review of relevant sources, including journals, articles, and books
discussing funding liquidity and bank credit growth. The analysis is conducted by considering
various economic, financial, and regulatory factors influencing the dynamics of funding
liquidity and bank credit growth in Indonesia. The research findings indicate that adequate
funding liquidity significantly affects the growth of bank credit provision in Indonesia. Factors
such as monetary policy, banking regulations, and financial market development play a crucial
role in shaping funding liquidity and bank credit growth. With a profound understanding of
these dynamics, regulators and banking practitioners can take appropriate measures to enhance
financial stability and support sustainable economic growth.
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INTRODUCTION

In the context of modern economics, banks have a very important role in maintaining
the stability of a country's financial system. One crucial aspect of bank operations is funding
liquidity, which refers to the bank's ability to fulfill its financial obligations in the short term
without disrupting its operations or causing systemic risk (Nugraha & Lestari, 2023). The
dynamics of funding liquidity are the main focus of attention for economic observers and
regulators in various countries, including Indonesia. This is due to its close relationship with
the growth of bank lending, which is one of the vital indicators in measuring the health of a
country's economy.

According to (Nurkhalifa et al., 2021) Liquidity refers to the ability of an asset to be
converted into cash quickly without incurring a significant loss in value. In a financial context,
liquidity is often a key indicator in evaluating the financial health of an entity or market. A
highly liquid asset is one that can be easily traded or resold in the market without suffering a
large decline in value. Liquidity plays an important role in maintaining financial stability,
reducing risk, and supporting sustainable economic activity. Liquidity can be viewed from two
main perspectives: asset liquidity and funding liquidity (Ismamudi et al., 2023). Asset liquidity
refers to the ability of an entity to convert assets into cash quickly, while funding liquidity
describes the ability of an entity to obtain sufficient funds to meet its financial obligations
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within a specified timeframe. These two aspects are interrelated and play an important role in
determining an entity's ability to survive in a fluctuating financial environment..

There are various metrics used to measure liquidity, including liquidity ratios, asset
turnover and market spreads. Liquidity ratios such as current ratio and quick ratio give an idea
of an entity's ability to meet its short-term obligations with available assets. Asset turnover
measures how often assets turnover, while market spread reflects the difference between the
buying price and selling price of an asset or security. The higher the value of the liquidity
metric, the more liquid the entity is considered to be. Liquidity has far-reaching consequences
in various economic sectors (Wiratnoko & Putra, 2022). In the context of banking, liquidity is
a key determinant in maintaining financial stability and supporting the financial intermediation
function, which facilitates the flow of funds from parties with excess funds to parties in need
of funds. Lack of liquidity can lead to financial instability, trigger financial crises, and hamper
economic growth. Therefore, a good understanding of liquidity and its management is very
important for financial entities and other economic actors (Veronika & Lestari, 2022).

According to (Juliartha et al., 2021) Bank credit is a financial facility provided by
banking institutions to customers or other parties in the form of lending money or providing
credit under certain conditions. In simple terms, bank credit is the transfer of funds from the
bank to the borrower, which must be returned with interest within an agreed period of time.
Bank credit is often the primary means of meeting the funding needs of individuals, businesses
and governments to finance investment, consumption or other activities. The process of
granting bank credit involves a number of steps, starting from the application for credit by
prospective borrowers, credit risk evaluation by the bank, negotiation of credit terms, to the
signing of a credit agreement (Marsuki et al., 2022). The bank analyzes the borrower's ability
to repay the loan based on financial information, credit history, and market conditions. Credit
terms such as loan amount, interest rate, term, and collateral are stipulated in the credit
agreement which forms the basis for both parties..

There are different types of bank loans that are tailored to the needs of the borrower and
their intended use. Consumption loans, for example, are given to individuals to finance the
purchase of consumer goods such as cars, houses, or education. Investment loans are given to
companies to finance the construction of production facilities or business expansion
(Muharyadi et al., 2023). In addition, there are also working capital loans given to companies
to meet their daily operational needs. Each type of credit has different characteristics and
requirements according to the risk and purpose. Bank credit plays a very important role in
supporting a country's economic growth. By providing access to finance to individuals and
businesses, bank credit enables investment development, job creation and increased
consumption. Bank credit also helps increase people's purchasing power and drives overall
economic activity. Therefore, policies and practices that support the provision of healthy and
sustainable bank credit are critical in promoting sustainable and inclusive economic growth
(Lingga Putra, 2023)..

As a developing country with a dynamic financial market, Indonesia has a banking
sector that is the backbone of national economic growth. Sustainable economic growth requires
adequate credit flow from the banking sector to support investment, consumption and other
economic activities. However, the success of banks in providing optimal credit is highly
dependent on the availability of sufficient funds, which is affected by funding liquidity
dynamics. In the context of Indonesian banking, the dynamics of funding liquidity has become
an increasingly relevant subject of discussion, especially given the often fluctuating financial
market conditions that are vulnerable to external changes, such as global economic conditions,
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interest rates, and monetary policy. Changes in funding liquidity can have a significant impact
on the availability of funds for banks to provide credit to the real sector, which in turn can affect
overall economic growth.

Phenomena such as the global financial crisis and the COVID-19 pandemic have
reinforced the understanding of the importance of funding liquidity in maintaining financial
system stability and supporting inclusive economic growth. The availability of sufficient funds
for banks to provide credit to sectors in need is key in accelerating post-crisis economic
recovery (Lingga Putra, 2023). Therefore, research on the dynamics of funding liquidity and
its influence on bank lending growth is highly relevant in the context of Indonesian banking.
By understanding the factors that influence bank funding liquidity and how it impacts banks'
ability to provide credit, regulators and banking practitioners can take appropriate measures to
enhance financial system stability and support sustainable economic growth..

RESEARCH METHODS

The research method used in this study is qualitative with an analytical descriptive
approach. The qualitative approach is used to deeply understand the dynamics of funding
liquidity and its influence on bank lending growth in the context of banking in Indonesia
(Sugiyono, 2017). The research will involve a detailed analysis of the various factors that
influence bank funding liquidity, such as monetary policy, financial market structure and
macroeconomic conditions. In addition, an in-depth understanding of the relationship between
funding liquidity and bank lending growth will be conducted through case studies and careful
qualitative analysis. The data sources used in this study include academic journals related to
economics, finance, and banking that contain articles on funding liquidity and bank lending
growth. In addition, the data sources used also include articles from the mass media that discuss
current issues in the banking industry in Indonesia, as well as textbooks and related research
reports published by economic and financial research institutions. The use of data sources from
various types of publications is expected to provide a comprehensive and in-depth perspective
on the phenomenon under study and support the accuracy and validity of the research findings..

In researching the dynamics of funding liquidity and its influence on bank lending
growth in Indonesia, some of the data collection techniques that can be used are interviews and
document analysis. Interviews can be conducted with key stakeholders in the banking industry,
such as bank managers, senior finance officers, and economic analysts. These interviews will
help the researcher to get a first-hand view and in-depth understanding of the bank's internal
practices and policies related to funding liquidity as well as their perceptions of its influence
on lending growth. In addition, document analysis will also be conducted by collecting and
scrutinizing documents such as bank financial reports, related economic research reports, and
monetary policies issued by the central bank. These documents will provide important data and
information that support the analysis on the dynamics of funding liquidity and bank credit
growth.

The appropriate data analysis technique for this research is qualitative analysis. Data
collected from interviews and document analysis will be analyzed in depth and
comprehensively to identify patterns, trends, and relationships between funding liquidity and
bank lending growth (Sugiyono, 2018). Qualitative analysis will include the process of
categorizing and mapping the data, identifying key themes, and forming a cohesive narrative
about the dynamics at play. In addition, qualitative data analysis techniques such as data
codification and triangulation methods will be used to validate findings and ensure the accuracy
of interpretations. The results of this analysis will generate an in-depth understanding of the
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factors affecting funding liquidity and its influence on bank lending growth in Indonesia, as
well as relevant policy implications.

RESULTS AND DISCUSSION

A literature study that elaborates on the dynamics of funding liquidity and its influence
on bank lending growth is an in-depth and comprehensive search of various relevant sources.
In the last few decades, research conducted in various countries, including Indonesia, has
provided a deeper understanding of the link between bank funding liquidity and loan growth.
Some of the scholarly works that are crucial in understanding this phenomenon include
academic journals, articles, books, and research reports published by relevant institutions. In
this literature review, an in-depth understanding of the various perspectives and research
methodologies used by previous researchers will be presented..

Research by (Honohan, 2019) highlights the importance of funding liquidity in
understanding bank credit risk. The study shows how banks' inability to obtain sufficient funds
can hinder their ability to provide optimal credit, potentially reducing overall economic growth.
Meanwhile, a study by (Khan et al., 2021) explored the relationship between funding liquidity
and bank credit risk across different countries. They found that banks with lower funding
liquidity tend to have higher levels of credit risk, which in turn can affect lending growth.

Research by (Ho & Saadaoui, 2022) describes the dynamics of bank funding liquidity
in Indonesia and its effect on credit growth. This study highlights the role of monetary policy
and financial market structure in shaping bank funding liquidity, as well as its impact on banks'
ability to provide credit to the real sector. Meanwhile, research by (Kocaarslan & Soytas, 2021)
focuses on internal and external factors that affect bank funding liquidity in Indonesia, such as
asset quality, capital, and global financial market conditions.

Analysis from a theoretical perspective also provides valuable insights. The Diamond-
Dybvig (1983) model illustrates how funding liquidity instability can trigger a bank liquidity
crisis that has the potential to spread throughout the financial system. The theory of financial
intermediation, described by (Wen et al., 2022), also highlights the key role of banks in
facilitating the flow of funds from those with excess funds to those in need of funds, as well as
its impact on economic growth. Through this literature search, a deeper understanding of the
dynamics of funding liquidity and its influence on bank lending growth becomes clearer
(Huong & Nga, 2021). While there have been a number of studies examining this topic, there
is still a need for more in-depth and comprehensive follow-up research, especially in the
changing and evolving context of Indonesian banking. With a better understanding of the
factors that influence bank funding liquidity, regulators and banking practitioners can take
appropriate measures to enhance financial system stability and support sustainable economic
growth (Arnould, 2020)..

The results showed that funding liquidity has a significant influence on the growth of
bank lending in Indonesia. The existence of adequate liquidity allows banks to expand lending
to the real sector more easily and efficiently. However, low or unstable liquidity can hamper
banks' ability to provide credit, which in turn can slow economic growth (Camba & Camba,
2020). The research findings also highlight various factors that affect bank funding liquidity in
Indonesia. These factors include monetary policy by Bank Indonesia, global financial market
conditions, banks' capital structure, and banks' asset quality and risk management. Changes in
these factors can affect the availability of funds for banks to provide credit, making it important
for regulators and banking practitioners to closely monitor and manage liquidity..
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The research also highlights the importance of macroprudential policies in managing
liquidity risk in the banking sector. Macroprudential policies, such as minimum liquidity
requirements, can help mitigate systemic liquidity risk and strengthen banks' resilience to
external disruptions. The implication of this research is the need for coordination between
regulators, central banks, and financial institutions in designing policies that strengthen overall
financial system stability. The research findings also highlight the importance of greater
transparency and disclosure in managing bank funding liquidity (Ananou et al., 2021). By
providing more detailed information on the sources and uses of funds, banks can increase
market confidence and reduce uncertainty related to liquidity. It can also help investors and
other stakeholders to make more informed decisions about their exposure to liquidity risk..

This research shows that the role of central banks and regulatory authorities in
monitoring and managing liquidity risk is crucial in maintaining the overall stability of the
financial system. The central bank has a key role in providing emergency liquidity to banks in
distress, as well as in designing monetary policies that support liquidity stability and balanced
credit growth. Thus, the results of this study provide a deeper understanding of the dynamics
of funding liquidity and its effect on bank lending growth in Indonesia (Abbas et al., 2021).
The implications of the findings include the importance of prudent liquidity management by
banks and regulators, as well as the need for balanced policies between expanding credit access
and maintaining financial system stability.

1. Factors Affecting Bank Funding Liquidity

Bank funding liquidity is the bank's ability to meet its financial obligations within a
specified period of time by utilizing available sources of funds. The dynamics of bank funding
liquidity are influenced by various complex and interrelated factors. In this discussion, we will
elaborate on the factors that affect bank funding liquidity, ranging from monetary policy,
financial market structure, to bank risk management.

a. Monetary Policy and Interest Rates

One of the main factors affecting bank funding liquidity is the monetary policy
implemented by the central bank, including the decision on the benchmark interest rate.
Low interest rates tend to lead to increased liquidity in the financial market as it
encourages investors and customers to be more inclined to keep their money in banks
or to take out loans. Conversely, high interest rates may lead to lower liquidity in bank
funding as people are more likely to keep their money in financial instruments that
provide higher returns. In addition, monetary policy also includes open market
operations conducted by the central bank to regulate liquidity in the money market. By
purchasing or selling government securities, the central bank can control the amount of
money circulating in the market, which in turn affects bank funding liquidity. Prudent
and proactive monetary policy is crucial in maintaining the balance between adequate
liquidity and financial system stability..

b. Financial Market Structure

The structure of financial markets also plays an important role in determining
the liquidity of bank funding. The characteristics of money and capital markets,
including market liquidity and depth, as well as the diversity of financial instruments
available, can affect banks' access to funding sources. More liquid and diversified
financial markets tend to provide more options for banks to obtain funds at lower costs.
In addition, relationships between banks and other financial institutions, such as the
repurchase agreement (repo) market, also affect bank funding liquidity. Repo
transactions allow banks to obtain short-term funds by using securities as collateral,
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thus affecting the overall funding liquidity of banks. Proximity and trust between
financial institutions in the interbank market also play a role in determining the
availability of funds for banks..

Equally important internal factors are the asset quality and risk management of banks.
Poor asset quality or high credit rating can reduce a bank's funding liquidity due to higher
default risk, which makes banks more reluctant to lend or difficult to obtain funds in the
financial market. Therefore, effective risk management, including credit risk monitoring and
control, is critical in maintaining the stability of bank funding liquidity. In addition to credit
risk, banks also need to pay attention to liquidity risk, which is the risk that the bank will not
be able to fulfill its financial obligations at the specified time. Liquidity risk management
involves monitoring and managing cash inflows and outflows, diversifying funding sources,
and establishing adequate liquidity reserves. By adopting prudent risk management practices,
banks can minimize liquidity risk and ensure stable and sustainable funding liquidity..

2. Impact of Funding Liquidity on Bank Lending

Funding liquidity is one of the important aspects of banking activities, which has a
significant impact on the bank's ability to provide credit to customers. In this context, bank
funding liquidity refers to the availability of funds owned by banks to fulfill their financial
obligations, especially in terms of providing loans or credit to individuals, businesses, and
governments. The dynamics of funding liquidity are closely related to economic growth,
financial stability, and the effectiveness of the financial intermediation function performed by
banks. In this discussion, we will analyze in-depth the impact of funding liquidity on bank
lending, by considering various factors that influence the relationship between funding
liquidity and bank lending activities..

Before exploring the impact of funding liquidity on bank lending, it is important to
understand the factors that influence funding liquidity itself. These factors include monetary
policy, financial market structure, asset quality, bank risk management, and external factors
such as macroeconomic and geopolitical conditions.

a. Monetary policy, which includes interest rate setting and open market operations by the
central bank, has a direct impact on bank funding liquidity. Low interest rates, for
example, tend to increase bank funding liquidity as it encourages customers to keep
their money in the bank and take out loans. Conversely, a high interest rate may
constrain bank funding liquidity by discouraging customers from borrowing or
depositing their money in the bank..

b. The structure of financial markets also plays an important role in determining the
liquidity of bank funding. The characteristics of money and capital markets, including
the level of liquidity and depth of the market as well as the diversity of financial
instruments available, can affect banks' access to funding sources. A more liquid and
diversified financial market tends to provide more options for banks to obtain funds at
a lower cost. In addition, banks' asset quality and risk management also have a direct
impact on bank funding liquidity. Poor asset quality or a high credit rating can reduce
a bank's funding liquidity as it increases the risk of default and makes banks more
reluctant to lend..

c. [External factors such as macroeconomic and geopolitical conditions also contribute to
bank funding liquidity. Economic uncertainty or unstable political policies can cause
uncertainty in the financial markets and disrupt bank funding liquidity. Changes in
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economic growth, inflation rates and market sentiment can also significantly affect
bank funding liquidity..

Having understood the factors that affect bank funding liquidity, it is important to
explore its impact on bank lending. Adequate funding liquidity allows banks to lend more
broadly and efficiently to different sectors of the economy. Banks have more funds available
to lend, which in turn can support investment, consumption, and overall economic growth.
When banks have adequate funding liquidity, they can provide credit to individuals and
businesses at competitive interest rates and terms that suit the needs of borrowers. Low or
unstable funding liquidity may hinder banks' ability to provide optimal credit. When banks face
liquidity constraints, they may be forced to limit lending or increase lending rates to
compensate for higher liquidity risk. This can reduce people's and businesses' access to credit,
which in turn can slow economic growth. Furthermore, when banks experience liquidity
difficulties, they may also be more vulnerable to the risk of insolvency or reputational decline,
which could destabilize the financial system as a whole..

Low or unstable funding liquidity can also affect the composition of bank lending.
Banks tend to be more cautious in lending when funding liquidity is limited, which may lead
to increased selectivity in lending. This may result in reduced lending to sectors that are deemed
riskier, which in turn may affect the growth of these sectors and lead to economic inequality..

A thorough understanding of the impact of funding liquidity on bank lending has
important implications for economic policy, banking practices, and financial system stability.
Creating an environment conducive to stable funding liquidity and sustainable credit growth
requires cooperation between regulators, central banks and other financial institutions. Prudent
and proactive monetary policy, which supports macroeconomic stability and the availability of
adequate liquidity in financial markets, is critical in maintaining the balance between funding
liquidity and bank credit growth. In addition, effective risk management practices and
transparency in information disclosure are also required to minimize risks and enhance market
confidence in bank funding liquidity..

Fluctuations in macroeconomic conditions, financial market volatility and political
uncertainty can significantly affect banks' funding liquidity, requiring careful monitoring and
management. In addition, the globalization and integration of financial markets may lead to the
spread of liquidity risk across the globe, which adds to the complexity of managing bank
funding liquidity. Therefore, banks and regulators need to continue to develop innovative and
adaptive strategies to address these challenges and ensure stable and sustainable funding
liquidity..

The impact of funding liquidity on bank lending is complex and interrelated with
various external and internal factors. Adequate funding liquidity allows banks to lend more
broadly and efficiently, which can support economic growth and the overall welfare of society.
However, low or unstable funding liquidity may hamper banks' ability to provide optimal
credit, which may slow down economic growth and destabilize the financial system. Therefore,
an in-depth understanding of the dynamics of funding liquidity and its impact on bank lending
is crucial for policymakers, banking practitioners, and other stakeholders in an effort to create
a healthy and sustainable financial environment..

3. Bank Funding Liquidity Management Strategy

Bank funding liquidity management is one of the most important aspects of banking
activities that affect financial stability and overall economic growth. Bank funding liquidity
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refers to a bank's ability to meet its financial obligations within a specified timeframe by
utilizing available sources of funds. Effective and efficient funding liquidity management
strategies are crucial in the face of complex and fluctuating financial market dynamics. In this
discussion, various bank funding liquidity management strategies will be analyzed in depth,
including diversification of funding sources, liquidity risk management, and interbank
cooperation.

One of the main strategies in managing bank funding liquidity is to diversify funding sources.
Diversification of funding sources allows banks to minimize liquidity risk by reducing
dependence on one or a few specific funding sources. Banks can diversify their funding sources
by utilizing various financial instruments, including deposits from customers, interbank loans,
money markets, and capital markets. By relying on various funding sources, banks can create
a more stable and reliable funding structure, which allows them to better deal with financial
market fluctuations. However, in implementing a funding source diversification strategy, banks
need to pay attention to various risk factors, including funding costs, liquidity risk, and market
risk. Banks should ensure that their funding structure is balanced and can provide sufficient
flexibility to address liquidity challenges that may occur. In addition, banks also need to
consider the risk profile of each funding source, as well as the availability and cost of
termination in emergency situations..

Liquidity risk management is also an integral part of the bank's funding liquidity management
strategy. Liquidity risk management involves monitoring and managing cash inflows and
outflows, diversifying liquid asset portfolios, establishing adequate liquidity reserves, and
identifying and mitigating potential liquidity risks. Banks need to develop sophisticated models
and analytical tools to forecast their liquidity needs under various market scenarios, including
the most extreme ones. The development of an effective liquidity risk management strategy
requires cooperation between various business units within the bank, including risk, finance
and other business units. Banks need to integrate a liquidity risk management approach into
their decision-making process, as well as adopt best practices in liquidity management that
comply with applicable regulations and industry standards..

Interbank cooperation can also be an important strategy in managing bank funding
liquidity. Banks can form alliances or consortiums with other banks to exchange liquidity and
gain access to broader funding sources. Interbank cooperation can help banks overcome
individual liquidity limitations and strengthen resilience to external disruptions. However,
interbank cooperation may also bring its own risks, including reputational risk, counterparty
risk, and systemic risk. Banks need to conduct a careful risk evaluation before engaging in
interbank cooperation, and adopt effective risk control mechanisms. In addition, banks also
need to ensure that interbank cooperation is based on the principle of mutual benefit and strong
trust between the parties..

Bank funding liquidity management has significant implications for financial stability
and economic growth. An effective funding liquidity management strategy can help banks
optimize their funds availability, minimize liquidity risk, and support sustainable credit growth.
However, there are a number of challenges that need to be overcome in implementing an
effective funding liquidity management strategy, including financial market volatility,
regulatory changes, and the complexity of global financial institutions. Therefore, banks need
to develop innovative and adaptive strategies to address these challenges and ensure stable and
sustainable funding liquidity. It is important for banks to continuously monitor financial market
developments, update their liquidity management strategies in line with changes in the
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economic and regulatory environment, and commit to maintaining the overall integrity and
confidence of financial markets..

Bank funding liquidity management strategy is one of the key pillars in maintaining
financial stability and supporting sustainable economic growth. Diversification of funding
sources, liquidity risk management, and interbank cooperation are some of the key strategies
that can help banks optimize their funding liquidity and overcome the challenges faced. By
implementing effective and efficient funding liquidity management strategies, banks can play
a greater role in supporting the development of the real sector and creating added value for
society as a whole.

4. Policy Implications for Improving Funding Liquidity and Credit Growth

Policies to improve funding liquidity and credit growth are crucial aspects in the
government and regulators' efforts to create a sound financial environment and support
sustainable economic growth. Adequate funding liquidity and sustainable credit growth have a
significant impact on financial stability, economic growth, and public welfare. One of the
policies that the government and central bank can take to improve funding liquidity is through
prudent and proactive monetary policy. The central bank has various monetary policy
instruments at its disposal, including benchmark interest rate setting, open market operations,
and bank liquidity-related rules. By adjusting monetary policy according to financial market
and macroeconomic conditions, the central bank can influence the availability of funds in the
financial market and promote adequate funding liquidity..

A reduction in the benchmark interest rate, for example, can stimulate loan demand
from the public and businesses, which in turn can increase bank funding liquidity. In addition,
open market operations conducted by the central bank can provide additional liquidity to banks
through the purchase or sale of government securities. However, an overly loose monetary
policy can also lead to inflationary risks and undermine long-term financial stability, so it needs
to be conducted with caution and by considering various economic and financial factors. In
addition to monetary policy, banking regulation can also be an effective instrument in
improving bank funding liquidity. Regulators can implement various rules and requirements
related to bank liquidity, including capital adequacy ratios, liquidity ratios, and liquidity risk
management provisions. By setting strict liquidity standards and ensuring that banks have
adequate liquidity reserves, regulators can enhance banks' resilience to external disruptions and
minimize liquidity risk..

Overly stringent regulations may also hamper banks' ability to provide credit more
widely and efficiently, which in turn may slow down economic growth. Therefore, it is
necessary to strike a balance between setting adequate liquidity standards and ensuring
sufficient flexibility for banks to perform their financial intermediation function. In addition to
monetary policy and banking regulation, financial market development also has significant
implications in improving the liquidity of bank funding. A liquid and diversified financial
market provides more options for banks to obtain funds at a lower cost. Governments and
regulators can promote the development of inclusive and efficient financial markets through
various policies, including the development of market infrastructure, provision of fiscal
incentives, and improvement of public financial literacy.

By expanding banks' access to a wider range of funding sources, including capital
markets, bond markets, and derivatives markets, banks can obtain more stable and sustainable
funding liquidity. In addition, financial market development can also strengthen the resilience
of the financial system as a whole, by enabling more efficient risk redistribution and improving
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the efficiency of resource allocation. Collaboration between financial institutions can also be
an effective strategy in improving funding liquidity and credit growth. Banks can cooperate
with other financial institutions, including capital markets, insurance companies, and non-bank
financing institutions, to exchange liquidity and gain access to broader funding sources. This
cooperation can create synergies between financial institutions, strengthen the resilience of the
financial system, and improve the efficiency of resource allocation.

Interagency cooperation can also carry its own risks, including reputational risk,
counterparty risk and systemic risk. Therefore, effective risk control mechanisms, including
strict supervisory standards and principles, and a coordinated risk framework are required. The
implementation of policies to improve funding liquidity and credit growth has significant
implications for financial stability, economic growth, and public welfare. Appropriate and
coordinated policies can increase the availability of funds, accelerate credit growth, and support
inclusive and sustainable economic development. However, there are a number of challenges
that need to be addressed in implementing such policies, including global economic
uncertainty, financial market volatility, and regulatory changes. Therefore, it is important for
the government, regulators, and financial institutions to actively cooperate in identifying and
addressing the challenges faced, as well as taking the necessary steps to ensure stable funding
liquidity and sustainable credit growth. By taking appropriate and coordinated measures, the
government and regulators can build a resilient economic foundation, which supports inclusive
and sustainable economic growth for all.

CLOSING

The dynamics of funding liquidity have a significant impact on the growth of bank
lending. Adequate funding liquidity is the main foundation for banks to effectively perform
their financial intermediation function, which is to collect funds from the public and channel
them back in the form of credit to economic sectors in need. In a dynamic environment such
as Indonesia, where economic and financial developments are often influenced by various
internal and external factors, a deep understanding of funding liquidity dynamics is crucial for
financial system stability and sustainable economic growth. Considering the Indonesian
banking context, monetary policy and banking regulations play a very important role in
influencing banks' funding liquidity and credit growth. Bank Indonesia, as the central bank,
has the primary task of maintaining the stability of the rupiah and the financial system as a
whole. A prudent and measured monetary policy can influence bank funding liquidity through
benchmark interest rate adjustments and open market operations, thereby providing a signal to
banks to manage their funding availability. Meanwhile, strict but balanced banking regulations
can ensure that banks have adequate liquidity reserves to address liquidity risks that may arise.

The government's active role in financial market development has also contributed to
the dynamics of funding liquidity and bank credit growth in Indonesia. The development of
financial market infrastructure, fiscal incentives, and improvement of public financial literacy
are key in expanding banks' access to broader funding sources. By building inclusive and
efficient financial markets, the government can create a conducive environment for stable
funding liquidity and sustainable credit growth. Overall, the dynamics of funding liquidity and
its influence on bank lending growth are complex and interrelated issues in the Indonesian
banking context. An in-depth understanding of the factors affecting funding liquidity, as well
as appropriate policy implications, is crucial for policymakers, banking practitioners, and other
stakeholders in an effort to create a healthy and sustainable financial environment for inclusive
and equitable economic growth in Indonesia..
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