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Preface by the Chairperson of the 4t 1CoSI 2020

Dr. Yeni Rosilawati, S.IP. S.E., MM.

Assalamu’alaikum Wr. Wb.

All praise is due to Allah, the Almighty, on whom we depend for sustenance and guidance. Prayers
and peace be upon our Prophet, Muhammad SAW, his family and all of his companions.

On behalf of the organizing committee, it is my pleasure and privilege to welcome the honourable
guests, distinguished keynote & invited speakers, and all the participants.

With the main theme of “Cutting-Edge Innovations on Sustainable Development Goals (SDGs)”,
the 4t International Conference on Sustainable Innovation (ICoSI) 2020 serves as a forum to
facilitate scholars, policy makers, practitioners, and other interested parties at all levels from
Indonesia and abroad to present their novel ideas, promote cutting-edge research, and to expand
collaboration network. The conference has about 1373 participants participating from more than 8
countries 4 continents all over the world, making this conference a truly international conference
in spirit.

This multidisciplinary conference was first held in 2012 and has undertaken various changes and
adopted to the current technological trends of our education system. From having this conference
with just 175 participants back in 2012 we have come a long way in making the conference a huge
success with more than 1373 participants participating in this two-day conference.

Formerly, this conference consisted of only 9 (nine) focal conferences. This year, there are 14 focal
conferences from various disciplines, namely: 1) The 2nd International Conference on
Pharmaceutical Updates (ICPU), 2) The 6th International Conference on Management Sciences

Universitas Muhammadiyah Yogyakarta, Indonesia, 13-14 October 2020 7
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(ICoMS), 3) The 9th International Conference on Law and Society (ICLAS), 4) The 4t International
Conference Medical and Health Sciences (ICMHS), 5) The 6t International Conference for
Accounting and Finance (ICAF), 6) The 2nd International Language and Education Conference
(ILEC), 7) The 2nd International Conference on Nursing (ICONURS), 8) The International
Conference on Information Technology, Advanced Mechanical and Electrical Engineering
(ICITAMEE), 9) The 2nd International Conference of Agribusiness and Rural Development
(IConARD), 10) The 10t International Conference on Public Organization (ICONPO), 11) The 2nd
International Symposium on Social Humanities Education and Religious Sciences (ISHERSS), 12)
The 5% Dental Research and Exhibition Meeting (DREAM), 13) The International Conference on
Hospital Administration (ICHA), and 14) The 3rd International Conference on Sustainable
Agriculture (ICoSA).

Accordingly, We are proud to announce that this year, the 4t ICoSI 2020 breaks the Museum Rekor-
Dunia Indonesia (MURI) record as the Virtual Multidisciplinary Conference with the Largest
Number of Area of Fields in Indonesia

In addition, this year, this conference holds special value since this is the first conference in the
history of our university where the entire conference is taking place remotely on a digital platform
through the use of advance technologies due to the Covid-19 Pandemic.

I would take this opportunity to express my highest respect to the Rector of Universitas
Muhammadiyah Yogyakarta, Dr. Gunawan Budiyanto who gave approval and ensured the
maximal support from all the faculty members of Universitas Muhammadiyah Yogyakarta (UMY)
that made this event a big success. In addition, my appreciation goes to all the support teams who
have provided their valuable support and advice from planning, designing and executing the
program.

Let me conclude my speech by encouraging the delegates to participate with an increasing number
in all the activities and discussions through the digital platforms for the next two days. I wish
everyone a successful, safe, and fruitful conference.

Thank you!
Wassalamu’alaikum Wr. Wb.

Yogyakarta, Indonesia, 14 October 2020
&

,
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Welcoming Remarks by the Rector of
Universitas Muhammadiyah Yogyakarta

Assoc. Prof. Dr. Gunawan Budiyanto

Innovation is the beginning of the development of technology, and technology is a development
machine that is expected to provide benefits to humans and provide the smallest possible impact
on environmental quality. In the concept of sustainable development, development must improve
the quality of human life without causing ecological damage and maintain the carrying capacity of

natural resources.

International Conference on Sustainable Innovation (ICoSI) is an international conference which is
an annual conference held by the University of Muhammadiyah Yogyakarta (UMY), Indonesia. In
2020 this raises the issue of "Cutting-Edge Innovations on Sustainable Development Goals."
Therefore, on behalf of all UMY academics, I would like to congratulate you on joining the
conference, hoping that during the Covid-19 Pandemic, we can still provide suggestions and
frameworks for achieving sustainable development goals.

Universitas Muhammadiyah Yogyakarta, Indonesia, 13-14 October 2020 9
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About The 4™ International Conference on Sustainable
Innovation (ICoSl) 2020

Cutting Edge Innovations for Sustainable Development Goals

The 2030 Agenda for Sustainable Development is enacted by the United Nations as a shared
blueprint for peace and prosperity for people and the planet, now and into the future. It consists
of strategies to improve health and education, reduce inequality, and spur economic growth while
also conserving natures by 2030.

This year, however, at the first one-third of its timeline, the SDG Reports shows that the outbreak
of COVID-19 did hinder the achievement, or at least decelerate the progress of achieving the 17
goals. In fact, according to the report, “some number of people suffering from food insecurity was
on the rise and dramatic levels of inequality persisted in all regions. Change was still not happening
at the speed or scale required”, accordingly.

Therefore, in this event of pandemic, the quantity and quality of research, innovation, and more
importantly multi-disciplinary collaboration are indispensable. Furthermore, there needs to be
clear ends of those works. That is how those research are applicable and benefits directly to the
society. That is how those research is incorporated as the drivers of policy making, and used
practically in the society. Hence, the stakeholders especially the triple helix of higher education
institution, government, and industry must be re-comprehended and supported to reach the
common goal of the SGD.

International Conference on Sustainable Innovation (ICoSI) has been essentially attempting to
strengthen this regard since its first establishment. One of the goals of ICoSI is to provide primarily
a platform where scholars, practitioners, and government could grasp the development and trends
of research. Hopefully, meeting these actors altogether would result in stronger collaboration,
sophisticated and advantageous research, and brighter ideas for further research. Based on these
reasoning, this year, the 4th ICoSI 2020 UMY is themed ‘Cutting-edge Innovations for Sustainable
Development Goals”.

Improving from last year conference which brought nine focal conference, this year ICoSI 2020
UMY brings 14 disciplines, from social sciences, natural sciences, and humanities. ICoSI 2020
received as much as 1005 papers. The paper works submitted in ICoSI 2020 UMY will be published
in Atlantis Proceedings, IOP Proceedings, National/International Journals, and ICoSI ISBN-
indexed Proceedings.

Nevertheless, ICoSI believes that publication is only the beginning of research dissemination. The
publications will enhance the chance of the research known by wider audience, and then used,
applied, and incorporated at either system, institutional, or personal level of human lives.

P

Universitas Muhammadiyah Yogyakarta, Indonesia, 13-14 October 2020 10
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ABSTRACT

The purpose of this study is to determine the effect of accounting information such as liquidity, cash flow volatility,
sales voaltility and leverage to hedge decisions. In order to minimize the potential risk of financial loss from the
uncertainty of the transaction value due to changes in exchange rates. The research population is manufacturing
companies of consumer goods sub-sector listed on the Indonesia Stock Exchange in 2014-2018. The reason researchers
used the company it’s because the sale and purchase transactions made by foreign companies with different currency
units with reporting currencies. The sampling technique used is the purposive sampling method. Data analysis used
logistic regression and testing of the hypothesis using the simultaneous f test and partial t test. The result of this research
that simultaneously the independent variable influences the dependent variable. While partially the liquidity, volatility
of cash flows and sales volatility affect hedging decisions, while leverage does not affect hedging decisions.

Keywords: Hedging Decition, liquidity, cash flows volatility, sales volatility and leverage

INTRODUCTION

The issue of free trade which has been intensified
globally has resulted in increased business competition.
This issue provides an opportunity for companies to
maximize transaction activities, not only transactions
with domestic entities, but also foreign entities.
Transactions with domestic parties have consequences
for being tied to the value of the currency prevailing in
that country. Meanwhile, transactions with foreign
entities have consequences for being tied to
internationally accepted currencies, the consequence will
have an impact on the transaction value if there are
currency differences. Fluctuations in currency exchange
rates have an effect on the increase or decrease in the
value of transactions when measured in the standard
currency (Shaari and Hasan, 2013). This will have
implications for the gain or loss resulting from foreign
exchange differences. An example of the case of Garuda
Indonesia Corp which suffered losses due to a difference
in exchange rates of IDR 2 trillion, this can be seen in the
2017 financial statements (www.idx.co.id).

One of the way to avoid the risk of loss due to
exchange rate fluctuations is by hedging. Hedging can
enable companies to predict cash expenses and receipts
accurately, thereby improving the quality of cash
budgeting decisions (Weston and Copeland, 1995).
Hedging activities can be carried out using derivative
instruments, such as futures, forward contracts, forex
options and swaps from a transaction (Kurniawati et al.,
2017). These instruments have a beneficial or adverse

effect due to differences in value at the time the
transaction occurs and when the transaction is completed.

Hedging is one of the strategies implemented by the
company to minimize the potential risk of loss that will
be faced in the future due to foreign exchange
differences. Risks faced by companies include exposure
to exchange rate fluctuations, namely the extent to which
company transactions can be affected by exchange rate
fluctuations. Hedging in the definition above is part of
currency exposure, which means determining a foreign
exchange loss, for example, a loss or gain on the original
value of a currency exposure can actually be equated with
a gain or loss in currency exchange rates on a currency
hedge (Shapiro, 1998). The hedging activity carried out
by the company is influenced by several factors, both
external and internal. From the external side, hedging can
be affected by foreign exchange rates and
macroeconomic instability. Meanwhile, from the internal
side, it is influenced by transaction value, financial
condition and company performance which can be seen
based on accounting information, for example liquidity
level, solvency, transaction size, company size and
company policy itself in implementing risk management
(Paramita, 2011).

According to the background of the problems above,
the research motivation is: First, re-examining the
company's internal factors used by previous research
which obtained contradictory results (Research gap) on
the influence of internal factors on hedging decision
making Kurniawan and Asandimitra (2015); Mediana
and Muharam (2016); Megawati, et al (2016); Krisdian
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and Badjra (2017); and Fransisca and Natsir (2019);
Aditya dan Asandimitra, (2017); Ariana dan Sudiartha
(2017). Second, fluctuations in the exchange rate of the
rupiah against foreign currencies that are unstable, have
the potential to result in financial risks, especially for
companies that have obligations in foreign currencies, so
that the choice to hedge (hedging) is more appropriate;
Third, knowing the lack of research that discusses
hedging with derivative instruments in Indonesia is also
a reference for re-examining the role of accounting
information in hedging decision making. The accounting
information includes liquidity, cash flow volatility, sales
volatility and leverage.

THEORITICAL REVIEW AND
HYPOTESIS

Risk Management Theory

Risk management is a series of systematic and
structured procedures that are used to identify, measure,
monitor and control all potential uncertainties related to
threats or risks that occur from any activities carried out
by the company (Rivai and Ismail, 2017). The potential
risks that occur are pure and some are speculative
(Condamin, et al, 2006). Pure nature, if the risk causes
loss and occurs accidentally, for example, the occurrence
of fire, theft, natural disasters, and so on. Meanwhile, it
is speculative, that is, the risk that is intentionally caused
by the company so that the uncertainty will give it an
advantage, for example, the risk of debts, hedging, and so
on. Effective and efficient risk management will result in
a good level of performance and financial health for the
company (Mohamed and Knapkova, 2016).

Hedging

Hedging is a strategy undertaken by a company to
minimize the potential risk of loss that will be faced in
the future (Fahmi, 2011). One of the risks faced by
companies is due to changes in foreign exchange
(exposure). Hedging is the exchange of future foreign
currency with a reporting currency to protect the
transaction value from changes in exchange rates
(fluctuations). If company transactions (sales or
purchases) generate debt or receivables in the form of
foreign currency and fluctuating interest rates, the need
for hedging is also felt to be even greater, especially by
public companies that frequently carry out export and
import transactions (Suryani and Fathoni, 2017).

Liquidity

Liquidity is a ratio that shows the company's ability
to pay off short-term obligations (Sulindawati et al,
2017). With a high level of liquidity, this indicates the
more liquid the company's ability to pay off all its short-
term obligations. The more current assets, the more liquid

the company is, and vice versa. However, if the amount
is too much, it can be said that ideal capacity (excessive

capacity) indicates less effective management in
managing company finances.

Cash Flow Volatility

PSAK No. 2 states that the cash flow statement can
provide information that allows report users to evaluate
changes in the company's net assets, financial structure
and its ability to influence the amount of cash flows in
order to predict the uncertainty of the operating
environment (Martani, 2015). Cash flow volatility is an
indicator used to deal with uncertainty in an operating
environment where one of the causes is insufficient
information. Cash flow volatility describes the
fluctuations in cash flows that occur in a company,
sharply fluctuating cash flows can cause difficulties in
assessing future cash flows (Fanani, 2010). The higher
the cash flow uncertainty, the greater the level of
investment risk that may be faced and also the lower the
cash flow uncertainty, the lower the risk.

Sales Volatility

Sales are a part which is very important of the
operating cycle companies, especially in generating
profits. Volatility of sales can show ability revenue in
predicting cash flow in the future. Dechow and Dichev
(2002) define volatility sales are the degree of spread
distribution sales or spread index from distribution of
sales generated by the company. Sales volatility
measurement is performed by comparing standard
deviation of sales during four years (2014-2018) in total
assets owned by the company namely.

Leverage

Leverage or solvency ratio is a ratio that shows a
company's ability to pay off all its short-term and long-
term financial obligations if the company is liquidated.
(Muliawan & Cholid: 2019). Leverage ratio describes the
relationship between corporate debt to assets (Sarra dan
Alamsyah, 2018). Good leverage is a company that has
bigger assets than debt.

Conceptual Framework

In managing risk, companies definitely need accurate
information, both external and internal. External
information includes macroeconomic conditions and
changes in foreign currency, while internal information
is information derived from the accounting function, such
as liquidity levels, cash flow volatility, sales volatility
and company leverage (Ross, 1997). With this
information, the company is expected to be able to make
the right decisions, especially the decision to hedge from
transactions affected by foreign exchange rates with the
aim of avoiding all potential financial risks that may
occur in the future. Based on this explanation, the
framework of this study is as follows:
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Figure 1. The Framework of the Research
Research hypothesis:

H1: Liquidity affects the hedging decision

H2: Volatility of cash flows affects hedging decisions
H3: Leverage affects the hedging decision

H4: Sales volatility affects the hedging decision

H5: Liquidity, cash flow volatility and leverage
simultaneously affect hedging decisions.

THE METHOD OF RESEARCH

Research designs

This research is quantitative associative with the type
of relationship between variables is causality and the unit
of analysis is the financial report. Data analysis used
logistic regression with the help of the SPSS 24 program.

Population and Sample

The research population is manufacturing companies
in the consumer goods sub-sector listed on the IDX in
2014-2018. The sampling technique used purposive
sampling, the criteria are: 1. Manufacturing companies in
the consumer goods sub-sector listed on the IDX in 2014-
2018; 2. Issuing complete and audited financial
statements; 3. Has transaction exposure (debt or
receivables) in foreign currency; 4. Hedging during the
year of observation.

Operational  Definition and  Variable

Measurement
Dependent Variable

Hedging decision is a decision taken by the company
to minimize the potential risk of loss that occurs on
transactions that are affected by foreign exchange
fluctuations. The measurement of the variable is dummy,
with a score of 1 for companies that are hedging and a

score of O for companies that are not hedging (Fahmi,
2011).

Independent Variable

1. Liquidity, which is proxied by Current Ratio
(CR), is the ratio of current assets to current debt
(Kasmir, 2014).

2. Cash Flow Volatility, is an index of the
distribution of the company's cash flow distribution.
Measured using the deviation of operating cash flow for
5 (five) years, divided by total assets in year t (Fanani,
2010).

3. Sales volatility, is the degree of spread of
distribution sales or spread index from sales distribution.
Sales volatility measurement is performed by comparing
standard deviation of sales during four years (2014-2018)
in total asset (Dechow and Dichev, 2002).

4.  Leverage, is proxied by the Debt to Asset Ratio
(DAR) (Kurniawan, 2018).

Data Analysis

Data analysis techniques consist of (Ghozali, 2016):
1. Descriptive statistical analysis; 2. Goodnees of fit
model; 3. Assess the overall model; 4. Classification
table; 5. Multicollinearity test; 6. Coefficient of
determination; 7. Hypothesis testing

RESULT AND DISCUSSION

Overview of Research object

The object of this research is manufacturing
companies in the consumer goods sub-sector listed on the
IDX, namely companies whose activities are to process
raw materials into finished products and sell products
directly to consumers or other companies (Alamsyah,
2019). The total number of consumer goods sub-sector
manufacturing companies listed on the Indonesia Stock
Exchange from 2014-2018 respectively is 43 companies
(www.idx.co.id). The sampling criteria are as follows:

Table 1. Determination of the number of samples

L Amo
Criteria
unt

Consumer goods sub-sector manufacturing companies | 43
listed on the IDX consecutively during 2014-2018

Failure to publish complete and audited financial reports | (3)

Do not have business exposure (receivables or payables) | (5)
in foreign currency

Did’t hedge during the year of observation 4
Number of sample companies 31
Number of Observations (31 x 5 years) 155
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Descriptive statistical analysis:

Descriptive Statistic analysis can be seen in the table
below:

Table 2. Descriptive statistic

In the table above, the initial -2LL value is 51.040 and
after entering the three independent variables, the final -
2LL value has decreased to 50,977. This -2LL decrease
indicates that the regression model is good or the
hypothesized model is fit with the data (Ghozali, 2016:

Feasibility Testing of Regression Models

Hosmer and Lemeshow's Goodness of Fit Test, was
used to assess the feasibility of the regression model.

Table 3. Feasibility Testing of Regression Models

Hosmer and Lemeshow Test

Step Chi-square Df Sig.

1 8.852 8 .355

The Hosmer and Lemeshow Test value shown in the
Chi-square value is 8,852 and the sig. 0.355 which value
is above 0.05. It can be concluded that the model is able
to predict the value of the observation so that it can be
said that the model is acceptable because it matches the
observation data (Ghozali, 2016).

Overall Model Fit

The result of overall model fit, can be seen in the table
below

Table 4. Overall model fit

Iteration History®Pd
Coefficients
Iteration |2 Log likelihoodConstantCR  [VAK |VS DAR
Step 1|1 [51.040 1.042 -.145 (546 |[.35}.452
7
2 [60.977 1.150 |.175 |.679 |385}.555
3 [50.977 1.154  |.176 |.685 |389}-.560
4 [50.977 1.154  |.176 |.685 |39 |.560
2

— — 341).
Descriptive Statistics
, Coefficient of Determination
N | Min |Max [Mean Std. Dev
The coefficient of determination of the logistic
Hedg 155| 0 1 64 482 . . .
regression model is shown in the Nagelkerke R square
CR 155| .28 [3.97 [2.1228 |.94372 value and can be seen in table:
VAK 155| .01 [2.37 |.9559  |.42644 Table 5. Coefficient of Determination
SV 155| .04 |4.36 [2.375 85432 Model Summary
DAR 155| .02 [5.18  |.8437 .70078 Cox & Snell RNagelkerke R
- — Step -2 Log likelihood ISquare Square
IValid N (listwise) |42
1 50,9772 583 613

. Estimation terminated at iteration number 4 because parameter|
lestimates changed by less than .001.

The Nagelkerke R square value in table 4.4 above is
0.613, which means that the variability of the dependent
variable that can be explained by the independent
variable is 61.3% and the remaining 39.7% is explained
by other variables outside the research model (Ghozali,
2016).

Multicollinearity Test

Multicollinearity testing in logistic regression uses a
correlation matrix between independent variables.

Table 6. The result of multicollinearity test

Correlation Matrix

Constan
it CR VAK SV DAR
Step 1 |Constant 1.000 |-.593 -.315 -.345 -.556
CR -.593 1.000 |-.275 365 199
VAK -.315 -.275 1.000 .684 -.267
SV -.345 .365 .684 1.000 |-285
DAR -.556 199 -.267 -285 1.000

The test results show that there is no correlation
coefficient between independent variables that is greater
than 0.8, so it can be concluded that there is no indication
of multicollinearity in this study (Ghozali, 2016).
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Classification Table

Table 6. The result of classification table

Classification Table?

Predicted
Hedg
Percentage
Observed 0 1 Correct
Step 1 Hedg 0 0 {6 |0

1 0 99 [100.0

Overall Percentage 69.0

a. The cut value is .500

The results of the SPSS output in table 6 can be
concluded that the predictive power of the regression
model in predicting the possibility of companies doing
hedging is 69%. This means that by using this regression
model there are as many as 99 who are predicted to hedge
from a total of 155 observations.

Logistic Regression Analysis Results

The logistic regression model can be formed by
looking at the estimated value of the parameter variables
in the equation. Estimates of model parameters and their
level of significance can be seen in the table below.

Table 7. Logistic Regression Analysis Results

Variables in the Equation

B S.E. |Wald |Df|Sig |Exp(B)

Step 19CR -176 |.333 |3.280 |1 |.047 |5.838

VAK [-685 |.916 |3.560 |1 |[.044 [4.985

SV 273 |.645 |3.437 |1 |.038 [4.375

DAR |.560 |.761 |[.540 |1 |.462 |.571

Const (1.154 |1.260 |.839 |1 [.360 |3.169

a. Variable(s) entered on step 1: CR, VAK, SV DER.

The table above shows the test results with logistic
regression at an error level of 0.05. The regression model
is formed based on the estimated parameter values in the
variables in the equation:

Hedge (P / (1-P)) = 1.159 - 0.176CR - 0.685VAK +
0.273SV + 0.560DAR + ¢

From the results of the logistic regression analysis,
the constant value is 1.154, this shows that if all the
coefficients of the independent variables (CR, VAK, and
DAR) are zero, the hedging decision value is 1.154.

The Result of Testing Hypothesis

The table below shows the results of testing the
hypothesis partially and simultaneously using logistic
regression analysis:

Hypothesis Testing

Hi: There is an effect of liquidity (CR) on hedge
decisions

Based on table 7, the sig value of the liquidity variable
(CR) is 0.047 which is smaller than a (0.05), it can be
concluded that the first hypothesis (H1) which states that
liquidity affects hedging decisions is accepted.

Ha: There is an Effect of Cash Flow Volatility
(VAK) on Hedge Decisions

Based on table 7, the sig value of cash flow volatility
(VAK) is 0.044 which is greater than a (0.05), it can be
concluded that the second hypothesis (H>) states that firm
size affects hedging decisions is accepted.

Hs: There is an Effect of Sales Volatility (SV) on
Hedge Decisions

Based on table 7, the sig value of sales volatility (SV)
is 0.038 which is greater than a (0.05), it can be
concluded that the third hypothesis (Hs) states that sales
volatility affects hedging decisions is accepted.

Ha: There is an Effect of Leverage (DAR) on
Hedge Decisions

Based on table 7, the sig value of the leverage variable
(DAR) is 0.462 which is greater than o (0.05), it can be
concluded that the fourth hypothesis or Hs which states
that leverage has an effect on hedging decisions is
rejected.

Hs: There is a simultaneous effect of liquidity,
company size and leverage on hedge decisions.

Table 2 above shows that the chi-square value is
8,852 with a probability level of 0.355 which is greater
than 0.05, so it can be said that liquidity, company size,
and leverage simultaneously affect hedging decisions or
Hs is accepted.

Discussion

The results of research conducted on Hi-Hs testing
indicate that there are hypotheses that are accepted and
rejected. The discussion of each hypothesis is as follows:

The effect of liquidity on hedging decisions

The results showed that liquidity had a negative effect
on hedging decisions. The liquidity that is represented by
the current ratio is the ratio between current assets and
current liabilities owned by the company. A high
liquidity level indicates that the entity has a great ability
to pay off its short-term obligations. The more liquid a
company is, the smaller the risk of failure of the company
to fulfill its short-term obligations so that the potential for
financial difficulties that will occur is very small, this will
have an impact on decreasing hedging activities. In
addition, companies that have a high level of liquidity
have a greater opportunity to develop their business so
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that their funds tend to be used for activities other than
hedging activities. Thus the higher the liquidity value, the
lower the hedging activity is carried out because the risks
that arise tend to be low and vice versa (Guniarti, 2011).

The effect of cash flow volatility on hedging
decisions

The results prove that the volatility of cash flows has
a negative effect on hedging decisions. Cash flow
volatility is the fluctuation or the varying movement of
cash flows that occurs from one period to the next
(Fanani, 2010). The high volatility of cash flows
indicates that the turnover of operating cash flows to total
assets is getting higher, so that the company's operational
activities run optimally. The higher the level of cash flow
volatility indicates that the company has higher cash
availability, so that the company's ability to face all
potential financial risks that may occur can be faced, this
will have implications for decreasing the level of hedging
of a transaction. The results of the study are in line with
research conducted by Mediana and Muharam (2016)
who found that cash flow volatility affects hedging
decisions.

The effect of sales volatility on hedging
decisions

The results showed that sales volatility have a
positive effect on hedging decisions. This occurs because
the high pressure on sales illustrates that sales
transactions made by the company occur very often. An
increase in the sales value will result in a large number of
transaction exposure, especially if the sales transaction is
carried out on credit and involves a currency that is
different from the reporting currency. So that the
potential for the company to receive losses will be even
greater if there is a negative fluctuation of the foreign
exchange rate. Therefore, the company will endeavor to
overcome this potential loss by hedging transactions. So,
it can be concluded that the greater the sales volatility,
the greater the hedging decisions to be taken.

The effect of leverage on hedging decisions.

The results prove that leverage proxied by the debt to
asset ratio (DAR) has no effect on hedging decisions.
DAR is the company's ability to pay off all its debts that
can be guaranteed from the total assets it owns. The high
level of leverage will have implications for companies
becoming more cautious in facing all financial risks that
occur, so that companies are more conservative in
financial management. In protecting the transaction
value, a large cost of hedging is required, so that
companies with high debt levels tend to ignore hedging,
because the high costs incurred will have an impact on
the company which will ultimately affect the company's
financial condition. The results of this study are in line
with research conducted by Megawati et al. (2016).

The Effect of liquidity, the cash flows volatility,
sales volatility and leverage on hedging
decisions

The results showed that simultaneously all
independent variables had an effect on hedging decisions.
This means that the accounting information contained in
the financial statements can help predict the company's
ability to hedge. With accounting information, users of
financial reports can assess the condition and ability of
an entity in a certain period, so that they are able to
predict activities that a company undertakes, such as
hedging activities.

CONCLUSION OF THE RESEARCH

Based on the results of the analysis that has been
done, the conclusions of this study are:

1. Simultaneously, the variables of liquidity, cash
flow volatility, sales volatility and leverage affect
hedging decisions.

2. Partially, the liquidity, cash flow volatility
variables have a negative effect on hedging decisions,
sales volatility have positive effect on hedging decision,
and leverage has no effect on hedging decisions.

Research Findings

Negative effects of liquidity and cash flow volatility
on hedging decisions, this shows that companies have a
high level of liquidity and cash flow tend to reduce
hedging transactions because the large transaction costs
can reach 5% of the transaction value, so it will become
a financial burden that must be avoided for the company.

Limitations

The number of samples obtained is very small when
compared to the total population, so that the results of this
study are not sufficient to generalize. And the year of
observation was quite short.

Recommendation

For the future research, you should add to the sample
used in the study, such as using all manufacturing
companies or use other variables such as accounting
profit, firm size or the volatility of accounts receivable.
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ABSTRACT

This study aims to conduct an analysis of the millennial generation regarding their consumption of halal cosmetic
products. A qualitative research approach was used in this study, using in-depth interviews to collect data from research
informants. The informants in this study are 27 people. The study found that the reasons for the millennial generation
to consume halal cosmetic products is because these products are in accordance with the guidance in religion, they
perform as expected, they’re affordable, easy to get, endorsed by celebs, as well as the users feel comfortable when
using halal cosmetic products, they trust the benefits and safety of the products and enjoy the attractive promotions. The
results of this study are expected to contribute to the development of consumer behavior theory, especially in halal
cosmetic products in developing country where the majority of the population is Muslim.

Keywords: millennial generation, in-depth interview, female, halal cosmetic product.

INTRODUCTION

As awoman, generally have the hope of looking good.
As one of the ways taken by most women is to use
cosmetics in their daily appearance. This is captured by
the producers and marketers of cosmetic products by
providing a wide variety of cosmetic products in the
market. Various tempting offers from producers and
marketers make consumers, especially women, interested
in buying and using these products. In this case, it
includes Muslim female consumers. As a Muslim,
consuming halal products is mandatory, including
consuming cosmetic products

Cosmetics that do not contain ingredients that are not
justified by Islamic law and are carried out in accordance
with Islamic law is the meaning of halal cosmetics. These
products are currently being offered by many producers
and marketers to the world community. In Indonesia, to
guarantee that cosmetic products are halal and of good
quality, halal certification from the Indonesian Ulema
Council (MUI) is required. and a permit from the Food
and Drug Inspection Agency (BPOM). These two
institutions are institutions that are under government
control. These institutions are established in order to
guarantee the security and safety of consumers or society
in general.

From the results of a preliminary survey of millennial
generation women in Indonesia, it was found that they
had practiced the teaching that the food and drinks they
consumed were halal. However, it is different from when
they consume cosmetic products, some of them think that
cosmetic products are not products to be eaten or drunk,

so they do not need to fulfill halal elements. Meanwhile,
the definition of halal is related to everything that is
allowed according to Islamic teachings, and preferably
something that is not allowed is called haram. In a broad
context, the meaning of halal is related to all activities,
how to dress, behavior, and how to get sustenance are
also included in it. This study focuses on the behavior of
the Muslim millennial generation in consuming halal
cosmetic products. By conducting this research, it is
hoped that a comprehensive picture will be obtained
regarding the buying behavior of the millennial
generation in halal cosmetic products based on religious
belief. The findings from this study are expected to
contribute to the development of consumer behavior
theory, especially regarding the purchase of halal
cosmetic products for the millennial group.

The halal labeled product industry continues to
increase. The total annual trade in halal products on the
global market has reached US $580 billion [1]. In
Indonesia, the market for halal cosmetic products seems
to increase in demand annually. Currently, halal cosmetic
products can also be found in various countries such as
Thailand, Malaysia, Canada, USA, UK, Japan and other
countries.

The term cosmetics is defined as a combination of
ingredients that are ready to be used or applied on the
outside of the human body, for example hair, lips, skin,
teeth and oral cavity, with the aim of cleaning, providing
additional attractiveness, and other uses, but not
intended. to cure or treat a disease [2]. Thus, for
consumers, cosmetics are expected to provide many
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