
x 

 

TABLE OF CONTENTS 

 

THESIS APPROVAL PAGE .................................................................................. ii 

EXAMINATION COMPLETION APPROVAL .................................................. iii 

STATEMENT OF BACHELOR THESIS ORIGINALITY .................................. iv 

MOTTO AND TRIBUTES ..................................................................................... v 

ABSTRACT ........................................................................................................... vi 

ABSTRAKSI ........................................................................................................ vii 

ACKNOWLEDGEMENT ................................................................................... viii 

List of Table ......................................................................................................... xiii 

List of Figure ........................................................................................................ xiv 

List of Appendix ................................................................................................... xv 

CHAPTER I INTRODUCTION ............................................................................. 1 

 Background ................................................................................................... 1 1.1

 Research Formulation ................................................................................. 14 1.2

 Research Objectives .................................................................................... 15 1.3

 Research Significance ................................................................................. 15 1.4

 Systematics of Writing ................................................................................ 16 1.5

CHAPTER II LITERATURE REVIEW ............................................................... 18 

 Theoretical Foundation ............................................................................... 18 2.1

2.1.1 International Trade ............................................................................... 19 

2.1.2 Trader‘s Behaviour Under Risk ........................................................... 22 

2.1.3 Hedging Instruments ............................................................................ 28 

2.1.4 Exchange Rate & Volatility ................................................................. 30 

2.1.5 Global Income ...................................................................................... 36 

 Relationships between variables ................................................................. 37 2.2

2.2.1 Real Effective Exchange Rate and Export ........................................... 37 

2.2.2 Volatility REER and Export................................................................. 38 

2.2.3 Global Income and Export ................................................................... 39 

 Previous Research ....................................................................................... 40 2.3

 Theoretical Framework ............................................................................... 51 2.4



xi 

 

 Research Hypothesis ................................................................................... 55 2.5

CHAPTER III RESEARCH METHODOLOGY ................................................. 56 

 Operational Definition of Variables ............................................................ 57 3.1

3.1.1 Dependent Variables ............................................................................ 57 

3.1.2 Independent Variables .......................................................................... 58 

3.1.3 Control Variables ................................................................................. 60 

 Type and Data Sources................................................................................ 61 3.2

 Volatility Estimation Method ...................................................................... 62 3.3

 Empirical Model.......................................................................................... 64 3.4

3.4.1 Stationarity Test ................................................................................... 65 

3.4.2 Determination of Optimal Lag ............................................................. 67 

3.4.3 Cointegration Test ................................................................................ 67 

3.4.4 Linear Model Estimation ..................................................................... 68 

3.4.5 Non-Linear Model Estimation ............................................................. 71 

3.4.6 Statistics Test ....................................................................................... 73 

3.4.7 Diagnostics Test ................................................................................... 77 

CHAPTER IV RESULT AND DISCUSSION ..................................................... 81 

 Overview of the Research Object ............................................................... 81 4.1

4.1.1 Development of Indonesia‘s Palm Oil Export ..................................... 81 

4.1.2 Development of Exchange Rate and Its Volatility ............................... 85 

4.1.3 Development of World Income ............................................................ 86 

4.1.4 Development of Palm Oil International Price ...................................... 88 

 Research Analysis Result ............................................................................ 90 4.2

4.2.1 Descriptive Statistic ............................................................................. 90 

4.2.2 ARCH-GARCH Model ........................................................................ 91 

4.2.3 Pre-Estimation Model .......................................................................... 99 

4.2.4 Linear Model Estimation ................................................................... 104 

4.2.5 Nonlinear Model Estimation .............................................................. 112 

4.2.6 Diagnostics Test ................................................................................. 119 

 Discussion ................................................................................................. 121 4.3

4.3.1 The Influence of REER Volatility on Indonesian Palm Oil Export ... 121 



xii 

 

4.3.2 The Influence of Real Effective Exchange Rate on Indonesian Palm Oil 

Export .......................................................................................................... 124 

4.3.3 The Influence of World Income on Indonesian Palm Oil Export ...... 126 

4.3.4 The Influence of Control Variables on Indonesian Palm Oil Export . 127 

CHAPTER V CONCLUSION AND SUGGESTION ........................................ 130 

 Conclusion ................................................................................................ 130 5.1

 Research Limitation .................................................................................. 131 5.2

 Suggestion ................................................................................................. 132 5.3

REFERENCES .................................................................................................... 134 

APPENDIX ......................................................................................................... 142 

 

 

 

 

  


