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Abstract---Money and its function in economic activities are not only 
based on the value listed in it but also there is time involvement that 

makes the value of money increase or decrease. The effect of time on 

the value of money is known as the concept of time value of money. 

This concept is important because it can help us to make decision for 
investing, taking loans, insurance, and other economy transaction. 

For the benefit of the people in a country the concept of time value of 

money is used to determine the amount of interest rates in home 
ownership credit. Home ownership lenders can use SWOT methods to 

develop a home ownership credit program with directed supervision so 

that risks can be prevented and benefits can be enjoyed. 
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Introduction  

 

Economic development in the world cannot be separated from the role of money 
as a medium of exchange in everyday life. Money is a modern innovation that 

replaces the position of barter or exchanging one item for another. According to 

one of the experts, Albert Gailort Hart; Money is a wealth owned to be able to pay 
off a certain amount of debt and at a certain time as well (Lovett et al., 2022). 

The understanding of experts in general, money is very important in human life 

for example is in trading activities in the market. This is reinforced by the 
regulation in the State of Indonesia, namely in Law No. 7 of 2011 on currency, the 

notion of money is a legal means of payment. 
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Based on several definitions and functions of money, we can conclude that money 

is essential to human life (Brannon and Manshad, 2022). To get it, people take a 
lot of sacrifices, one of which is by working. From working humans can fulfill the 

needs of clothing, food, accommodation, and also feel the development of value for 

money over time (time value of money). The time value of money is a financial 

concept which is states that the value of money is now more valuable than the 
value of money with the same amount in the future because of the potential 

earning capacity of the money (Muda and Hasibuan, 2018). Factors that affect the 

time value of money are changes in interest rates, inflation, tax policy, and 
political conditions. 

 

In the concept of management, time value of money is a central concept in which 
long-term decision-making is needed and has an important role (Simanjuntak et 

al., 2020). This concept is applied in our daily lives. One example is in the 

collection of loans / home ownership loans for the future of the family. The more 
difficult the economy in Indonesia, most people prefer home investment by 

crediting (Andhika and Erwin, 2021). Taking home ownership credit is done 

because the value of money has a positive impact in it, for example the value of 
money when taking credit will be very different in value from when the credit has 

expired in its time. There will be an increase in the value of money (inflation) 

every year along with the increase in the value of interest rates. Home Ownership 

Credit can be filed through one of the financial institutions, named banking (Najaf 
et al., 2022). The provision of credit collection set by the bank is to pay 

costs/costs, such as notary fees, provision and administration costs, insurance 

costs, and other costs. The fee is charged to the lender as a borrower. 
 

Literature Review 

The Elements of Credit 
Credit comes from the Latin credere which means trust or credo which means I 

believe. Both understandings contain the understanding that someone who gets 

credit is a trustworthy person. After knowing the theory of credit foundation, then 

we also need to know what elements are contained in a credit according 
to Venkatachalam & Zambelli, (2022). 

-   Trust; It is a belief of the lender (bank) that the credit provided either in the 

form of money or services will be completely received back in the future. 
-   Agreement: set forth in an agreement in which each party will sign off on 

their respective rights and obligations. 

-   Term: Each credit granted has a certain period of time that includes the 
agreed credit return period. 

-   Risk: consequence from a factor caused by two things. The first is the loss 

factor caused by the element of intentionality of the customer not to pay his 

credit even though in terms of financial he can afford. Second, the risk of 
loss caused by the accident of customers so that they are unable to pay 

their credit, for example due to natural disasters. 

  
The Home Ownership Credit 

 

Home Ownership Credit is a loan facility from a bank to buy a house on credit 
(Sinaga et al., 2020). The loan facility is considered as one of the solutions in 

providing convenience for the community to have a dream home if they do not 



 

 

2687 

have cash. Financial institutions that provide mortgage loan facilities are 

banking. 

 

According to the Law of the Republic of Indonesia No. 10/1998 article 1 explains 
that the understanding of banks is: Business Entities that collect funds from the 

community in the form of deposits and distribute them to the community in the 

form of credit and or other forms in order to improve the standard of living of 
many people. On the other hand, according to Kasmir (2004) "Banks are financial 

institutions whose main activity is to collect funds from the community and 

redistribute the funds to the community and provide other bank services. From 
several theories about the definition of a bank, it can be concluded that the bank 

is an institution or container that collects funds from the community which then 

the funds are used as a distribution facility in the form of credit. In this case we 
discuss specifically Home Ownership Credit (KPR). 

 

2.3. Types of Home Ownership Credit 

 
Indonesia has two types of Home Ownership Credit, namely: 

a. Subsidized Home Ownership Credit 

This type of credit is intended for people with lower middle income in order to 
meet housing needs or home improvements that have been owned. 

b. Non-Subsidized Home Ownership Credit 

Is a credit intended for all communities whose provisions are set by the bank, 
so that the determination of the amount of credit and interest rates is carried 

out in accordance with the policy of the bank concerned. 

 
Credit Scoring Principles (5 C + 7 P) 

 

Here is the principle of credit assessment that can basically provide information 

about good faith (willingness to pay) and ability to pay ( ability to pay ) : 

 Character: looking at the nature or character of the customer 

 Capacity: looking at the customer's capabilities 

 Capital: looking at customer financing sources 

 Condition: Looking at the economic conditions 

 Collateral: looking at the guarantee conditions 

 Personality: assessing the customer's personality 

 Party: classifying customers 

 Purpose: know the customer's purpose 

 Prospect: assessing customer's business 

 Payment: measures customer payments 

 Profitability: analyzing customers' profitability 

 Protection: looking at customer credit care 

 

Based on the definitions of money and home ownership credit can be explained 
that money can be invested in the form of home ownership credit which later have 

an object added value adjusted for the increase in interest rate value every year. 
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Research Methods 

 
This paper was created with the aim of analyzing the relationship between Home 

Ownership Credit in the Time Dimension of Value for Money and the Effect of 

Banking Credit Costs. The method carried out in analyzing this is the SWOT 
Research Method of analysis, namely: 

 

-    Strenghtness Point 
It is an analysis by making observations, analysis of an object to identify 
good, powerful, and other things that are positive. 

In this case, we can see that the home loan object is one example of 

how time value of money works. For example: when we buy a house on 
credit in 2022 at a price of 500 million, then 10 years later the price of the 

house when it has been paid off will differ in value assuming inflation of 

10% annually, which is 1 billion. The analysis becomes an important point 
that the time value of money greatly affects long-term investments. 

  

-    Weakness Point 
Is a grouping of things or points that are still weak, there are negative 
deficiencies encountered by mortgage objects. At this point found the 

weakness of the object, namely in the form of a credit process that takes a 

long time, the cost / cost of interest charged to creditors. Credit rate 
calculation techniques depend on the type of credit offered by the bank. In 

Indonesia there are three methods of general interest rate determination 

techniques, namely: fixed rate (fixed), sleding rate (decrease), and annuity 
rate (floating). The three models of determining interest rates are often an 
obstacle for the community when they want to take home loans. 

  

-    Opportunities 
It is a group of things that allow the opportunity to advance, the existence 

of profitable potential. Based on the analysis, the technique of efficiency of 

interest that must be paid by creditors along with the principal of the loan 
can be done with financial cooperation between banks and the 

Government. For example, by creating a subsidized home program. That 

way the lower middle class also has the same opportunity to own a home. 

  
-    Threat 

It is restrictions, threats, challenges that endanger the survival of the 

organization. It can be done by providing an internal banking program 
such as discounts or interest deductions, giving a percentage of penalty 

for running interest when the creditor wants to complete his credit earlier 

than the promised time. Providing loan value to creditors based on the 
ability to pay creditors, so bad credit numbers can be effective. 

  

With the SWOT method, banking management can develop a home 
ownership credit program with directed supervision, and also creditors 

can enjoy long-term investment value with a sense of security. 
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Results and Discussion  

 

Results 

 
Based on observations and analysis through SWOT methods, the implementation 
of Value Of Money is believed to improve public sector accountability and improve 

public sector performance, for example banking. The benefits of implementing the 
concept of Value Of Money in public sector organizations, namely: 

a.  Increase the effectiveness of public services, in the sense of credit services 

provided on target. 

b.  Improve the quality of home ownership credit services by 
providing discount programs or cashback credit. 

c.  Provide opportunities for people to have home investments with interest 

rates that are easily affordable. 
 

Discussion 

 
The concept of Time Value of Money is closely related to the concepts of inflation 

and purchasing power. The correlation between time value of money and 

purchasing power tends to be negative. This is due to inflation that continues to 

occur from year to year, so that purchasing power decreases. For example: in 
1998 the price of Pure London gold per gram was still at Rp 50,000, - then in 

2022, the price of gold jumped high to Rp 892,000 per gram. This happens due to 

inflation every year and affects the rising price of goods and the decrease in 
people's desire to buy and invest in gold. 

 

Therefore, financial management is concerned with investment decisions not only 
considering the concept of time value of money, but also takes into account 

purchasing power and inflation. Both factors have an impact on the calculation of 

real return on investment made. The example of the application of the concept in 
this discussion is in the field of Home Ownership Credit (KPR) organized by 

banking institutions. 
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Table 1. The Bank of Mandiri Mortgage Installment  

 
 

 

 
 

 

 

 
 

 

 
 

 

 
 

 

 
 

 

 

 
 

 

 
 

 

 
From the example of the Home Ownership Loan installment Table 1, the community is 

more facilitated for long-term investments without spending money in cash. The ease 

in the process of credit application requirements is warmly welcomed by the people of 
Indonesia, so that from year to year more use banking credit facilities than buying in 

cash at once. This is clearly seen from the comparison diagram of people who buy 

homes on credit and cash. 
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Figure 1. Mortgage Credit Development 2016-2020 

 

Based on the Figure 1 explained the development of people's purchasing power in 

the form of residential loans every year. This shows that inflation is very impactful 
in everyday life. Although the burden / cost of interest rates increases or differs 

every year it does not affect people's purchasing power in investing long-term. 

  
Conclusion 

 

After descripting the role of Home Ownership Credit (KPR) as one example of the 
application of the concept of time value of money and the influence of costs in 

banking credit, it can be concluded that: 

1.  There is a positive and significant influence between the interest rate on Home 
Ownership Loans (KPR) and inflation as part of the concept of money time 

value. 

2.  Provide convenience for the community in investing with mediators the concept 

of time for money. 
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