COVER LETTER

Dear Chief of Editor
ETIKONOMI,

We submit an article entitled “Testing Procyclicality Behavior on Islamic and Conventional Banks in Indonesia” for publication in the ETIKONOMI. This paper is not recognized for publication in another journal and was submitted for the ETIKONOMI only. All authors have read and approved this manuscript for publication in this journal.

We hope you accept this article to be published because this study focused to examine banking behavior in the economy during the COVID-19 pandemic and analyses the amplitude and frequency of the credit cycle of Islamic and conventional banks

What is this study adding:
This study unveiled that the size of an Islamic bank’s amplitude was higher than the size of a conventional bank’s amplitude. It is characteristic of Islamic banks based on the pattern of financing of the real sector. Meanwhile, conventional banks encourage the creation of bubble capital, as it is related to the credit pattern based on the interest system. Meanwhile, the size of the frequency of Islamic banks had a longer frequency than conventional banks, but the number of cycles formed was similar. Compared to conventional banks, since Islamic banks rely on real sector-based financing, it has a longer period of economic expansion representing stability in the credit growth. It is also argued that conventional banks have a riskier leverage indicated by a higher percentage of amplitude.
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