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EDITORIAL

Maintaining Stability, Promoting Sustainable Growth
amidst Global Challenges,
The 14th BMEB International Conference Special Issue

Paresh Kumar Narayan (Monash Business School, Monash University) and
Solikin M. Juhro (Head, Bank Indonesia Institute)

The 14" BMEB international conference was held virtually on 27-29 August 2020. The
theme of this conference was “Maintaining Stability, Promoting Sustainable Growth
amidst Global Challenges”. Through this broad theme, and in-light of the ongoing
unprecedented global economic challenges posed by the COVID-19 pandemic,
this conference encouraged the rethinking of: (i) economic policy priorities amidst
the global pandemic; and (ii) the economic policy mix for maintaining stability,
sustaining growth, and promoting equitable welfare in the post-pandemic era.

The annual BMEB conference attracts research from all over the world that
focus on key macroeconomic/monetary policy and economic growth issues. Over
the years the BMEB annual conference has become the premier conference in
business and economics in Indonesia. The global popularity of the conference has
grown immensely boosted by BMEB’s SCOPUS accreditation in 2019.

The 14™ conference received around 250 submissions. These submissions came
from 30 different countries, with a total of 146 international paper submissions,
reflecting the global appeal of the conference. These high volume of high-quality
submissions at the height of the pandemic reflects the global standing of the BMEB
annual conference. Of the international papers presented at the conference, we the
guest editors chose seven papers that we believe bring diversity on coverage of
topics and can inspire more research.

These papers were selected based on the journal’s rigorous review process.
First, they were read by the guest editors and authors revised in response to our
comments. Second, each paper was presented at a BMEB special session during
the conference and each paper had a discussant. The discussant report was then
used to revise the papers further before they were submitted to BMEB. Third,
upon submission to BMEB, each paper was reviewed by two expert reviewers,
leading to a third round of revisions. The papers were then accepted following
this process.

In addition to these seven papers, we decided to also publish the keynote speech
entitled “Rethinking Macroeconomy and Central Banking in the New Normal” given at
the conference by the Governor of Bank Indonesia, Dr. Perry Warjiyo. The keynote
speech is an important policy document because it discusses key issues for central
bank policy mix and maps the potential challenges that the world economy is
likely to face in light of the COVID-19 pandemic.

The coverage of the special issue is broad and is intentionally kept that way to
have greater visibility and impact with a focus also on issues emanating due to the
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COVID-19 pandemic. Following the Governor’s keynote speech as the first article,
the first academic paper by Chinmaya Behera and Badri Rath is about COVID-19
and the pharmaceutical industry. Against a growing body of literature that shows
that COVID-19 has negatively impacted most industries and sectors, Behera and
Rath show that stock returns of the Indian pharmaceutical sector were positive
during the COVID-19 pandemic.

The second paper by Ali, Anwar and Haseeb is also on COVID-19 but focusses
onIslamic and conventional markets using Indonesia as a case study. They find that
COVID-19 negatively impacts returns of both Islamic and conventional markets
including their volatility. They also show that the Islamic stock market is more
volatile compared to the conventional market during the COVID-19 outbreak.

The third paper by Haldar and Sethi also covers COVID-19 but from a different
perspective. The authors focus on the 10 worst-hit countries due to COVID-19 and
show that in these economies market speculations lead to negative returns and
higher volatility in the stock market.

The fourth paper is on Indonesia’s banking stability. Khattak, Hamid, Islam
and Ali examine the impact of competition and portfolio diversification on banking
stability for conventional and Islamic banks in Indonesia. They show that the
Islamic banking sector is less stable compared to the conventional banking sector
and that competition in the banking sector reduces stability, while diversification
enhances it. Overall, in their analysis, it is found that competition negatively
impacts the Islamic banks, but diversification has no impact on these banks.

The fifth paper by Shamal Chand and Baljeet Singh is about understanding
lending-deposit rate behavior in Fiji. Their analysis provides evidence of
asymmetric adjustment process in the sectorial lending-deposit rate spread among
Fijian commercial banks.

The sixth paper by Charumathi Balakrishnan and Mangaiyarkarasi Thiagarajan
develops a credit risk model for Indian debt securities. They show that the model’s
accuracy can be significantly improved by using machine learning techniques,
such as the artificial neural networks, support vector machines and random forest.

The last paper by Tastaftiyan Risfandy, Timotius Radika and Leo Wardhana
focusses on women on dual boards, specifically asking whether female presence
on firms’ board of commissioners and board of directors is associated with a
higher dividend policy. Using Indonesia as a case study, they show that female
directors are negatively associated with cash dividend payments, while female
commissioners are positively associated with dividend payments in the case of
only family-controlled firms.

The main highlight of this special issue is the three papers on COVID-19. These
papers stand out because they are on the topical issue of the pandemic. Naturally,
global research focus has been dominated by the pandemic; see Phan & Narayan
(2020) Sharma & Sha (2020); Sha & Sharma (2020) and Yang and Deng (2021).
Central banks and policy makers globally have been grappling with innovative
policies to counter and mitigate the negative repercussions of the pandemic, which
have impacted both exchange rates and oil prices thus impacting domestic prices
(see Appiah-Otoo, 2020; Devpura, 2020; Fang and Zhang, 2021; Hoang & Syed,
2021; Lan, Huang & Huang, 2020; Narayan, Devpura and Wang, 2020; and Salisu
& Akanni, 2021) .

Given this evolving literature, we are pleased to see that BMEB's special
issue is contributing to this policy discussion on COVID-19 and its effects on the
financial system. These issues have been well covered by the Governor’s speech
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including his recommendation for the diversification of the global supply chain
amid the pandemic. What is unique in these three papers is that the pharmaceutical
industry has been positively impacted while most other sectors seem to have
been negatively impacted. The evidence also points to greater financial market
volatility (Sharma, 2020; Devpura & Narayan, 2020) and perhaps heterogeneity
in the manner in which Islamic markets have been impacted by the pandemic
compared to conventional markets. These are preliminary findings at best and,
as more data become available, greater effort should be made on cementing the
robustness of these outcomes with respect to COVID-19.

Several recent studies have also examined how specific industries have reacted
to the pandemic (see He Sun, Zhang, & Li, 2020; He, Niu, Sun, & Li, 2020; Fu &
Shen, 2020; Prabheesh, Padhan & Garg, 2020; Wang, Zhang, Wang & Fu, 2020;
Wang & Su, 2021; and Yan & Qi, 2020). This area of research needs to be developed
further to confirm the robustness of the effects of COVID-19 on different sectors
and segments of the economy and the financial system. In this pursuit, we believe
that the works of Gil-Alana & Claudio-Quiroga (2020), Iyke (2020), Liu, Choo,
& Lee (2020), Liu, Wong & Lee (2020), and Salisu & Sikiru (2020) have set the
foundation for further research.
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