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Abstract

Inflation is an economic phenomenon that has a significant impact on people's purchasing power. When the inflation rate
increases, the real value of money saved in the form of savings, including deposits, tends to decrease. However, when inflation
exceeds the deposit interest rate, the real value of these savings will be eroded, affecting customers' ability to invest, including in
purchasing property. The increase in property prices that has continued to occur in recent years has added to the challenges for
people in obtaining a house or other property. Uncontrolled inflation can affect the accessibility of property purchases, because
property prices often rise faster than the growth rate of deposit savings. Therefore, this study was conducted which aims to
analyze the relationship between inflation and deposit interest rates offered by banks and how inflation affects the real value of
money saved in the form of deposit savings over a certain period of time. This study uses a quantitative method with descriptive
analysis techniques and multiple linear regression for analysis purposes. The results of the study show that high inflation reduces
people's purchasing power and reduces the real value of deposit savings, while deposit interest rates that are lower than the
inflation rate can reduce people's ability to buy property. This study suggests that people consider inflation in planning long-term
investments, especially in the form of property.
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1. Introduction

Inflation is an economic phenomenon that occurs when the prices of goods and services increase generally and
continuously over a period of time (Akinsola, 2017). In recent years, inflation in Indonesia has become a major
concern in economic policy. According to several studies, inflation in Indonesia is often influenced by fluctuations in
energy prices, food, and global economic instability (Farandy, 20120). The following is a graph of inflation that has
occurred in Indonesia over the past 10 years.
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Figure 1: Inflation Graph in Indonesia 2010-2023
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According to a graph taken from Bank Indonesia, annual inflation often ranges from 3-5%, although in certain
periods, such as during the global economic crisis, this figure can increase drastically (Azis, 2001). The government
usually responds to inflation with tighter fiscal and monetary policies, such as raising the benchmark interest rate to
curb the rate of price increases. However, this action also has a long-term effect on the real value of savings, including
deposit savings.

Deposits are a form of long-term savings offered by financial institutions, where customers deposit a certain
amount of money for a certain period of time in return for a fixed interest rate. In conditions of high inflation, the real
value of financial instruments such as deposits can decrease drastically, thus weakening people's ability to maintain
their wealth and purchasing power (Sadoulet, 2006). Although the nominal balance of deposit savings can appear to
increase, its purchasing power actually decreases. According to research conducted by Ghozali and Chariri (2016),
deposits are often used by customers as a relatively safe investment tool because they have a low risk of volatility
compared to other investment instruments, such as purchasing property. While property can experience price
fluctuations influenced by external factors such as market conditions and government policies, deposits provide
greater stability with a certain return over a certain period of time. This makes deposits an attractive option for
customers looking for security and certainty of return without significant risk of decline in investment value.

Deposit savings and inflation have a strong relationship in influencing people's ability to buy property, especially
in the current property market conditions. Currently, the property market in Indonesia is experiencing a significant
increase in prices, driven by high demand, increasing construction costs, and limited land in several large cities. This
condition makes property increasingly difficult to access for the public, especially for those who rely on conventional
savings such as deposits as a source of funds to buy property. According to a report from Colliers International and
Bank Indonesia, the increase in property prices, especially in urban areas, exceeds the growth of people's income,
which narrows the opportunities for those who want to buy a house or apartment. At the same time, the relatively
stable deposit interest rate is not comparable to the increase in property prices, so that deposits lose their
competitiveness as an instrument to prepare funds for property purchases.

This study focuses on analyzing how inflation affects the real value of deposit savings and to what extent it
impacts the accessibility of property purchases. The main question to be answered is: "How does inflation affect the
real purchasing power of deposit savings and people's accessibility to property purchases?"

2. Literature review

Inflation is a condition in which the prices of goods and services generally increase over time (Anggadini et al.,
2023). In recent years, Indonesia has experienced fluctuations in inflation rates that can affect people's daily lives.
Changes in inflation rates can contribute significantly to fluctuations in people's purchasing power in Indonesia. When
inflation increases, prices of goods and services tend to rise, reducing purchasing power, especially if price increases
exceed income increases. During high inflation, purchasing power often falls drastically, especially in low-income
groups, while controlled inflation has a more limited impact. (Rizani et al., 2023).

Mankiw (2020) explains that inflation reduces people's purchasing power by increasing the price of goods and
services, which in turn reduces the real value of money. High inflation can also reduce the real returns from
investments, including deposits, because nominal interest rates are not always able to keep up with inflation. In this
case, deposit interest rates are important because they play a role in attracting people to save. However, if inflation is
higher than the deposit interest rate, the real profits received by customers are limited. This impact worsens people's
purchasing power, which ultimately affects their ability to buy property.

Deposit interest rates, as explained by Mankiw (2020), have a significant impact on people's savings and
investment decisions. When deposit interest rates are low or inflation is high, people's purchasing power tends to
decrease, making it more difficult for them to access property, the prices of which continue to increase. Thus, the
relationship between inflation, deposit interest rates, and purchasing power becomes very relevant in analyzing
people's ability to buy property.
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3. Materials and Methodology
3.1 Materials

The data analyzed in this study include Indonesian inflation over the past 10 years, deposit interest rates offered by
Bank BCA, and property prices in major cities in Indonesia, namely Jakarta. Inflation data was obtained from Bank
Indonesia to identify its impact on people's purchasing power, while deposit interest rate data was collected from
various financial institutions to analyze its impact on the real value of savings. On the other hand, property price data
was used to see the trend of rising property prices that affect people's accessibility to buying property. The
combination of these three data is expected to provide an overview of the challenges faced in saving and investing in
property amid fluctuating inflation conditions.

3.2. Methods

This study uses a quantitative method, which is a systematic scientific method for studying phenomena and cause-
and-effect relationships through the collection and analysis of measurable data (Rustamana et al., 2024). This study
involves collecting and analyzing data to understand how inflation and deposit interest rates affect the real value of
deposits and the accessibility of property purchases. Thus, the results of this method will identify the cause-and-effect
relationships between the variables studied empirically.

As an approach, this study uses a case study method. Herdiansyah (2015) explains that research that is
comprehensive, intense, detailed, in-depth, and more directed at examining contemporary problems or phenomena
(limited in time) can use a case study approach. In this study, this approach is used to focus on BCA Bank deposit
products and property accessibility in the area around Jakarta as research objects. This case study approach aims to
explore in detail the deposit interest rate policy at BCA Bank and the trend of property price changes in the selected
area. This case study provides a more in-depth analytical framework and allows research to consider specific contexts,
such as the dynamics of the local property market and the characteristics of BCA Bank customers related to their
investment choices.

In addition, this case study also helps explain how changes in inflation and deposit interest rates affect people's
purchasing power in relation to property investment. By limiting the research to certain institutions and regions, the
results obtained will provide more applicable and relevant insights for policy makers, property market players, and
banking customers.

This research material will produce descriptive data, which aims to describe the relationship pattern between
inflation, deposit interest rates, real deposit value, and accessibility of property purchases. This descriptive data will
be presented in the form of statistics and graphic visualizations to provide a clearer understanding of the trends and
phenomena studied.

For further analysis, deposit interest rate data from several banks will be used to calculate the final result using the
future value formula. Then, with inflation data for the last 10 years, the average inflation will be calculated to
determine the real value of the deposit. Furthermore, property price data will be calculated using the future value
method based on the calculated inflation rate, so that a more accurate property price projection can be obtained in the
future.

3.2.1. Formula
3.2.1.1. Real Value of Deposits

FV

Ri = —
ill Value aA+i"

Where:
FV = final value of deposit

i = average annual inflation (in decimal)
n = investment period (in years)
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3.2.1.2. Future Value
FV = PV(1 + (r X t))
Where,

FV=Final value

PV = Present value

r= Rate / annual interest rate
t = Time in years

3.2.2. Tabel
3.2.2.1. Inflation Data

Table 1: Annual Inflation Data (2014-2023)

Year Inflation
2014 8.36%
2015 3.35%
2016 3.02%
2017 3.61%
2018 3.13%
2019 2.72%
2020 1.68%
2021 1.87%
2022 5.51%
2023 2.61%

3.2.2.2. BCA Bank Deposit Interest Rates

Table 2: BCA Bank Monthly Deposit Interest Rates

BCA 3.25 3.25 2.25 2

3.2.2.3. Property Price Increase

Table 3 (a): Residential property price increases in the fourth quarter per year

2014 6.28%

2015 4.61%
2016 2.38%

43
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2017 3.51%

Table 3 (b): Residential property price increases in the fourth quarter per year

2018 2.69%
2019 1.24%
2020 1.15%
2021 1.18%
2022 2.01%
2023 1.74%

4. Results and Discussion
4.1 Calculation of Deposit Savings

In this study, calculations were made to analyze the relationship between deposit interest rates, inflation, and
people's ability to buy property. This study uses data from the period 2014 to 2023, assuming that someone saves
regularly every year of IDR 50,000,000 with a deposit interest rate based on Table 3.2, which is 2% per year. To
calculate the ability of savings to meet property prices in 2023, the future value formula is used which takes into
account the inflation rate received each year.

n
Final value of deposit = savings X (1+l? 1

where i is the deposit interest and n is the length of savings. so if the savings are IDR 50,000,000 with a
deposit interest of 2% for 10 then the final value of the deposit is

(1+0.02)1° -1
0.02

Final value of deposit = 50,000,000 x

Final value of deposit = 547,486,049
Then calculate the future value with an average inflation of 35.86%.
FV = 547,486,049 (1 + 0.3586)1°
FV = 16,421,665,269,063
Then calculate the real value of the deposit

16,421,665,269,063

Ri =
ill Value 1 +0.02)10

RillValue = 13,471,485,184,595
So, the money from the deposit savings for 10 years is

IDR 13,471,485,184,595
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4.2 House Price Calculation

In addition, property price changes from 2014 to 2023 are also taken into account, using annual property price
increase data. Annual inflation during the same period is an important factor affecting people's purchasing power for
property. Based on inflation data and property price increases, calculations are made to determine whether the savings
generated from deposit interest are able to meet the desired property price in 2023. For example, the house price in
2014 was 100 million. From Table 3.3, the house price in the following year can be calculated, namely

House prices next year = previous house price X (1 + price increases)
Thus, the house price in 2023 is IDR 766,200,958.
5. Conclusion

Based on the analysis that has been done, it can be concluded that saving in the form of a deposit with an interest
rate of 2% per year for 10 years can provide quite significant results. However, to ensure that the savings can meet the
price of property in the future, it is necessary to take into account inflation which will reduce the purchasing power of
money, as well as the increase in property prices that continue to increase over time.

Using the future value formula to calculate the final value of the deposit, we see that by saving 70 million per year
for 10 years with 2% interest per year, the total savings at the end of the period is 766 million. However, to find out
whether this amount can buy a property worth 724 million in 2023, we must adjust for inflation during the period.

After calculating with the real value formula adjusted for the average inflation of 3.586%, the calculated real value
of savings shows that although the total nominal savings increase, the purchasing power of money decreases due to
inflation. By calculating the real value, we can see whether the deposit savings can meet the needs of purchasing
increasingly expensive properties due to inflation and rising property prices.

The analysis results show that by considering the increase in property prices and inflation, savings can have
enough real value to buy a house at the desired price after 10 years. This proves that saving in deposits, although not
beating the inflation rate directly, can help keep the value of money relevant and purchasing power against property
that continues to increase in price.

Thus, by saving regularly in deposits and considering both factors (deposit interest and inflation), it can be ensured
that the savings owned in the long term can help to buy the desired property, even though there are economic
fluctuations that affect the purchasing power of money.
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