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INTRODUCTION

The capital market in Indonesia has grown up so well (Prabowo, 2021). There are lots of money
market instruments nowadays. With the booming of technologies, more people can join the money
market for investment. From students in high school to big investors, access to the money market
is widely available. Technology advancement accelerates investment in the market (Okezone,
2018).

Foreign country indexes are known to have effects on each other. According to a study

done by Eun and Shim (1989), European and Asian-Pacific markets responded to a shock in U. S.
innovations (Eun & Shim, 1989). Pinem (2019) supported this statement by saying that the
economy of countries was interconnected because the economy of developed countries greatly
affected the economy of emerging countries (Pinem, 2019).
Macroeconomics factors are related to performance, structure, and global economic behavior. The
analytical instrument often uses macroeconomics to construct policies related to economic growth,
employment rates, inflation, and countries’ balance sheets. The implementation of
macroeconomics can affect the business and financial condition of a country (NISP, 2021; Utami,
2022).

The Russian — Ukraine war in Ukraine caused commodity prices to become pricey. The
war caused oil prices to rise by over 30% and natural gas prices to rise by more than 60%. Russia
and Ukraine are the main sources of main commodity markets. Expensive and unstable commodity
prices will cause major threats to the global economy (Igan et al., 2022). This study includes some
commodity prices to understand the effects on IHSG.

The Indonesian Composite Index (IHSG) is the main indicator of the capital market in
Indonesia (Pinem, 2019). IHSG can be used to get a brief picture of the global market conditions
in Indonesia, whether the market is in good or bad condition. Reading the current condition trend
of IHSG is very important to understand the economic condition of Indonesia (Lifepal, 2020, 2021;
Wardana, 2022). IHSG is believed as the main marker of market movements, meaning IHSG can
give the overall condition of Indonesia’s capital market (Yusuf, 2022)

This study tries to study the effect of the foreign country indexes, macroeconomics, and
world commodity prices on the Composite Stock Price Index (IHSG) in Indonesia. The foreign
indexes are the US Dow Jones (DJI), the Singapore Straits Time Index (STI), the Japanese Nikkei
(N225), and the Hong Kong Hang Seng Index (HSI). The macroeconomics factors are the currency
exchange rate (USDIDR) and inflation rate (INFLATION). The commodities are crude oil prices
(OIL) and world gold prices (GOLD).

LITERATURE REVIEW

Foreign Country Indexes Effect on IHSG

The United States is a very developed country. It has the highest GDP in the world
(International Monetary Fund, 2022). The total of Indonesia’s imports from the US was around
USD 11.31 billion in 2021 (Economics, 2022b). Imbayani (2015), Oktavia and Handayani (2018),
Pinem (2019), Setiawan and Mulyani (2020), and Nurwulandari et al. (2021) studied the effect of
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DIJI on IHSG. Most of them used multiple linear regression as the estimation method, except
Nurwulandari et al. (2021) used ARCH/GARCH as the estimation model. All prior study results
showed that DJI had a significant positive effect on IHSG (Imbayani, 2015; Nurwulandari et al.,
2021; Oktavia & Handayani, 2018; Pinem, 2019; Setiawan & Mulyani, 2020). Therefore, the first
hypothesis is:
Hi: DJI has a positive effect on IHSG

Singapore and Indonesia have many bilateral agreements, such as ASEAN and strong
economic cooperation. The amount of bilateral trade was around $59 billion in 2019, and
Singapore has been one of the top foreign investors in Indonesia since 2014 (Ministry of
Investment, 2017, p. 5; M. of F. A. Singapore, 2020). Singapore is a high-income country with
GDP growth amongst the highest in the world (The World Bank, 2019). Imbayani (2015) and
Pinem (2019) studied the effect of STI on IHSG using multiple regression analysis. All prior study
results showed that STI had a significant positive effect on IHSG (Imbayani, 2015; Pinem, 2019).
Therefore, the second hypothesis is:
Hz: STI has a positive effect on IHSG

Japan is a strong economic country in Asia. Japan and Indonesia have shared some bilateral
programs. Indonesia has been an active importer from Japan from time to time. In 2021,
Indonesia's import value was $14.64 billion (Economics Trading, 2022a). The results of
Imbayani's (2015) and Pinem's (2019) prior studies showed that N225 had significant negative
effects on IHSG (Imbayani, 2015; Pinem, 2019), while Aditya et al. (2018) showed the opposite
result (Aditya et al., 2018). On the other hand, Setiawan and Mulyani (2020) showed that N225
did not affect IHSG (Setiawan & Mulyani, 2020). All of them used multiple linear regression as
the estimation model so the variations in results might be caused by the difference in variables
picked by the authors. Therefore, the third hypothesis is:
H3: N225 has a positive effect on IHSG

Indonesia is Hong Kong’s 25" biggest trading partner. The total trade value between the
two countries in 2020 was $4.1 billion, a decrease of 20.7% compared to 2019. There was a
decrease of -4.8% in the average annual growth of bilateral trade between Indonesia and Hong
Kong from 2016 to 2020. In 2020, the total exports from Hong Kong to Indonesia decreased by
18.1%, while the total imports from Indonesia also decreased by 23.9%. The number of tourists
from Indonesia to Hong Kong also experienced a decrease of 12% compared to 2018 (Hong Kong
Economic & Trade Office, 2022b). The result of Imbayani (2015) study showed that HSI had a
significant negative effect on IHSG (Imbayani, 2015), while Pinem (2019) and Setiawan and
Mulyani (2020) showed the opposite results (Pinem, 2019; Setiawan & Mulyani, 2020). All of
them used multiple linear regression as the estimation method. The variations in results might be
caused by the differences in the period of study and variables. Therefore, the fourth hypothesis is:
Ha: HSI has a positive effect on IHSG

Macroeconomics Effect on IHSG

Recent Indonesia’s import and export data for the last five years show that on average,
Indonesia has higher import than export values. It implies that most likely USDIDR will affect
IHSG (S&P CapitallQ, 2022). The results of Imbayani (2015), Aditya et al. (2018), Pinem (2019),
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and Nurwulandari (2021) prior studies showed that USDIDR had significant negative effects on
IHSG (Aditya et al., 2018; Imbayani, 2015; Nurwulandari et al., 2021; Pinem, 2019). While,
Rosalyn (2018), Oktavia and Handayani (2018), and Fahlevi (2019) studies showed the opposite
(Fahlevi, 2019; Oktavia & Handayani, 2018; Rosalyn, 2018). Setiawan and Mulyani (2020)
showed that USDIDR had no effect on IHSG (Setiawan & Mulyani, 2020). Only Nurwulandari
(2021) used ARCH/GARCH as the estimation method, the others used multiple linear regression.
The variations in results could be caused by the different variables picked by the authors.
Therefore, the fifth hypothesis is:
Hs: USDIDR has a positive effect on IHSG

The war between Russian-Ukraine has caused global recessions. Many countries in Asia
are experiencing high inflation rates because major resources such as oil, wheat, and gas are
becoming scarce (Li, 2022). The results of Rosalyn's (2018), Pinem's (2019), Novianti and Perwati
(2020), and Setiawan and Mulyani's (2020) studies showed that the inflation rate had significant
negative effects on [HSG (Novianti & Perwati, 2020; Pinem, 2019; Rosalyn, 2018; Setiawan &
Mulyani, 2020). While Aditya et al. (2018), Yunita and Robiyanto (2018), and Fahlevi (2019)
showed that the inflation rate did not have any effect on IHSG (Aditya et al., 2018; Fahlevi, 2019;
Yunita & Robiyanto, 2018). All studies were done using multiple regression analysis as the
estimation method. The variations in results might be caused by the differences in period and
variables of the studies. Therefore, the eighth hypothesis is:
He: Inflation rate has a positive effect on IHSG

Commodity Effect on IHSG

GOLD is commonly considered a safe-haven instrument during a crisis because it is
uncorrelated with assets or portfolios during a financial crisis. GOLD does not have a risk of
becoming worthless, unlike currencies or other assets (Sunshine Profits, 2022). During the early
crisis of pandemic Covid-19, many investors moved their money to buy gold, which caused the
gold price to rise high (Akhtaruzzaman et al., 2021). Both Aditya et al. (2018) and Nurwulandari
(2021) studies showed that GOLD did not affect IHSG (Aditya et al., 2018; Nurwulandari et al.,
2021). Even though they used different estimation methods, the results were still the same. This
proxy is used to make sure if the result can be different with the use of recent data and variables.
Therefore, the seventh hypothesis is:
H7: GOLD has a significant positive effect on IHSG

Oil is needed in almost every aspect of modern society. Many activities worldwide depend
on the oil demand. Most industries depend on crude oil to function. The Ukraine-Russia war has
caused a shortage of oil supply, leading to the rise in oil price, which affects the cost of products
and services. In the end, the living cost goes up (Amadeo, 2022). Indonesia has some oil reserves,
unfortunately, Indonesia’s oil reserves can only last for nine years more (Fadilah, 2022). Novianti
and Perwati's (2020) study showed that OIL had a significant positive effect on IHSG (Novianti
& Perwati, 2020). While Hersugondo and Laksana's (2020) study showed that OIL did not affect
IHSG (Hersugondo & Laksana, 2020). Since the period and the estimation model were the same
multiple linear regression, then the differences in the results might be caused by different variables
used in the model. Therefore, the eight hypothesis is:
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Hs: OIL has a significant positive effect on IHSG
METHODOLOGY

The data used in this study are time-series monthly data from 2010 to 2021. The foreign
country indexes, GOLD, and OIL are taken from CapitallQ. The Inflation and USDIDR data are
taken from http://bi.go.id. The population of the study is the whole indexes, GOLD, OIL, inflation,
and USDIDR data.

Research Model Construction

This study tries to capture the effect of foreign country indexes, macroeconomics, and
world commodity prices. The estimation method is multiple regression analysis. Based on the
hypotheses, the empirical model is:
Figure 1 Research Model Construction

R_IHSG, = a + ByR_DJI, + B,R_STI, + BsR_N225, + B,R_HSI, + BsIn (USDIDR,)
+ B¢R_GOLD, + f;R_OIL; + BgR_Inflation, + &;
where R_THSG is the return of the Indonesian Composite Stock Price Index, R_DII is the return
of the Dow Jones Index, R_STI is the return of the Singapore Index, R_N225 is the return of the
Nikkei Index, R_HSI is the return of the Hang Seng Index, In(USDIDR) is the natural logarithm
of USD to IDR currency exchange rate, R_GOLD is the return of world gold price, R_OIL is the
return of world crude oil, Inflation is the inflation rate, and ¢ is the error term.

RESULT

Most variables are winsorized at 99% to minimize the effect of outliers, except the
USDIDR. This study uses a natural logarithm on the monthly USDIDR data to transform non-
linear data into linear. Winsorization is a method to reduce the effect of outliers in the research
data. It is done by assigning lower weights to outliers or changing the outliers with closer values
in the dataset. Winsorization is chosen over trimming because using Winsorization there are no
data removed (Stephanie, 2016). The alpha used in this study was 5%.

Descriptive Statistics Analysis

The descriptive statistic result shows that R DJI, R_STI, R N225, R HSI, R GOLD, and
R _OIL have a normal distribution. Only R_THSG, In(USDIDR), and INFLATION do not have a
normal distribution, which is expected to have a normal distribution once the normality test is done
on the model.
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Table 1 Descriptive Statistics Analysis

RIH RDJ RST RN22 RHS InUSDI R G R OI INFLA

SG I I 5 I DR) OLD L TION
Mean 0.007 0.009 0.001 0.0083 0.002 0.004 0.005 0.04312
573 941 857 68 458 0.003206 427 630 5
Median 0.011 0.012 0.005 0.0126 0.006 0.001 0.015 0.03880
800 100 400 00 800 0.001300 900 100 0
Maximu 0.097 0.111 0.102 0.1201  0.129 0.132  0.294 0.08622
m 312 325 451 75 142 0.149800 113 093 6
Minimu - - - - - - - - 0.01329
m 0.095 0.103 0.101 0.1060 0.122 0.074000 0.114 0.242 3
525 369 042 91 003 332 761
Std. Dev. 0.039 0.038 0.038 0.0497 0.050 0.046 0.093 0.01915
888 746 290 91 589 0.025059 447 763 6
Skewness - - - - - 0.140 - 0.50231
0.505 0.295 0.302 0.3584 0.242 1.202997 058 0.027 9
078 303 204 18 338 215
Kurtosis 3.069 3.648 3.297 209389 3.073 3.155 3.693 2.45588
404 379 119 92 583 11.20585 112 236 3
Jarque- 6.108 4.583 2.702 3.0838 1.431 0.610 2.881 7.77778
Bera 685 215 634 91 933 435.7015 875 088 3
Probabili 0.047 0.101 0.258 0.2139 0.488 0.736  0.236  0.02046
ty 154 104 899 64 720 0.000000 801 799 8
Sum 1.082 1.421 0.265 1.1965 0.351 0.633 0.805 6.16681
987 556 509 84 539 0.458500 081 132 9
Sum Sq. 0.225 0.213 0.208 0.3520 0.363 0.306 1.248 0.05210
Dev. 925 177 188 45 411 0.089170 335 406 7
Observat 143 143 143 143 143 143 143 143 143

ions

The R_OIL has the highest standard deviation. Supported with high the highest maximum
return value and lowest minimum return value, R_OIL shows that oil price is quite volatile. The
fluctuation of the highest and lowest value is quite high. The other variables have a similar standard
deviation, indicating that the variables have similar volatility.

Empirical Result and Interpretation
The test of coefficient significance is done with a significance level of 5%. The purpose of the test
is to get the significance level and coefficient of the variables.
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Table 2 Empirical Result

Variable Coefficien Std. t- Prob.

t Error Statistic
C 0.00642  1.30185

0.008368 7 9 0.1952
R DJI TRM2 0.11263  1.49407

0.168284 4 1 0.1375
R _STI TRM2 0.11791  2.23850

0.263958 7 7 0.0268
R N225 TRM2 0.07592  0.45571

0.034600 5 8 0.6493
R _HSI TRM2 0.08127  0.35699

0.029014 3 0 0.7217
In(USDIDR) -

0.12452 4.36347

-0.543343 1 1 0.0000
R GOLD TRM2 0.06181 1.34442

0.083099 0 8 0.1811
R _OIL TRM2 -

0.03310 1.08403

-0.035892 9 9 0.2803
INFLATION_ TR -
M2 0.13690  0.29503

-0.040390 1 1 0.7684

The regressions results show that only variables R_STI TRM2 and In(USDIDR) are
significant, with R_STI TRM2 being significantly positive on IHSG and In(USDIDR) being
significantly negative on IHSG. The rest of the variables are not significant. The adjusted R? for
this model is 0.4210 with the probability of the F statistic being 0.0000, which means that the
model has quite good explanatory power.

Foreign Index Effect

R _DIJI TRM2 is not significant, then there is not enough statistical proof to support the H;
that DJI has a significant positive effect on IHSG. Therefore, H; is rejected. The result is different
than the studies done by Imbayani (2015), Oktavia and Handayani (2018), Pinem (2019), Setiawan
and Mulyani (2020), and Nurwulandari et al. (2021). Since Dow Jones does not have any effect
on [HSG, it can be seen that even though America is experiencing a 9.1% inflation rate, Indonesia
can stand with a 4.35% inflation rate. China's economic supremacy can be another factor why the
Dow Jones does not affect IHSG anymore (Bagshaw, 2021).

R _STI TRM2 is positively significant, then there is enough statistical proof to support the
H; that STI has a significant positive effect on IHSG. Therefore, Hz is not rejected. The result
agrees with the study done by Imbayani (2015) and Pinem (2019). This result indicates that
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investors should watch over Singapore's economic condition. According to a statement by
Singapore’s Minister for Trade and Industry, Gan Kim Yong said that Indonesia and Singapore
shared strong bilateral economic relations and opportunities. Gan said that Indonesia was a key
market for Singapore businesses to venture abroad (Maritime Fairtrade, 2022a). Moreover,
Indonesia and Singapore are members of ASEAN, meaning economic bilateral trading should be
good. Further study is needed to prove the association of ASEAN countries' economies with
Indonesia.

R N225 TRM2 is not significant, then there is not enough statistical proof to support the
H; that N225 has a significant positive effect on IHSG. Therefore, H3 is rejected. The result is
different than studies done by Imbayani (2015) and Pinem (2019), which said that N225 had
significant negative effects on IHSG. The result implies that Japan’s economy does not affect
IHSG. The result is also different from a study done by Aditya et al. (2018) that showed that N225
had a significant positive effect on IHSG. However, the result agrees with Setiawan and Mulyani’s
(2020) study. Even though Japan is a strong economic country in Asia, and Indonesia shares some
bilateral trades with Japan, however, Japan’s economy does not affect IHSG. Another possibility
is Japan is not a member of ASEAN, which is why Japan’s economy does not affect Indonesia.
R_HSI TRM2 is not significant, then there is not enough statistical proof to support the H4 that
HSI has a significant positive effect on IHSG. Therefore, Hs is rejected. All prior studies done by
Imbayani (2015), Pinem (2019), and Setiawan and Mulyani (2020) showed HSI affected IHSG,
though the results varied between significant positive and negative. The result of this study shows
a different result from all prior studies. The difference in results could be due to different variables
and periods of the studies. The result complies with a decrease of -4.8% in the average annual
growth of bilateral trade between Indonesia and Hong Kong from 2016 to 2020. Maybe this is why
HSI does not affect IHSG.

Macroeconomics Effect

Ln(USDIDR) is negatively significant, then there is enough statistical proof to support the
Hs that USDIDR has a significant negative effect on IHSG. Therefore, Hs is rejected. The result
agrees with the studies done by Imbayani (2015), Aditya et al. (2018), Pinem (2019), and
Nurwulandari (2021), while the result shows the opposite with studies done by Rosalyn (2018),
Oktavia and Handayani (2018), and Fahlevi (2019). On the other hand, the result is also different
from a study done by Setiawan and Mulyani (2020), which said that USDIDR did not affect IHSG.
Normally, any rise in USDIDR will cause IHSG to fall. The reason is roughly for the last five
years, Indonesia has had bigger import values than export has. The following are graphical
Indonesia’s import and export data for the last five years. The implication is countries with higher
import than export values will be most likely negatively affected by the currency exchange rate to
USD (S&P CapitallQ, 2022).
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Figure 2 Indonesia Five Years Import
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Figure 3 Indonesia Five Years Export

R _INFLATION TRM?2 is not significant, then there is not enough statistical proof to
support the Hg that INFLATION has a significant positive effect on IHSG. Therefore, Hg is
rejected. The result agrees with studies done by Aditya et al. (2018), Yunita and Robiyanto (2018),
and Fahlevi (2019), while it disagrees with studies done by Rosalyn (2018), Pinem (2019),
Novianti and Perwati (2020), and Setiawan and Mulyani's (2020). Even though many Asian
countries are facing recessions with a high inflation rate, Indonesia can hold its inflation rate well
(Li, 2022). The result implies that as long as Indonesia can control the inflation rate well, the
economy is good. By maintaining the number of money supplies in society and economic growth,
the inflation rate should be good enough (Liputan6.com, 2015).

Commodity Effect

R_GOLD_ TRM2 is not significant, then there is not enough statistical proof to support the
He that GOLD has a significant positive effect on IHSG. Therefore, He is rejected. The result of
this study agrees with studies done by Aditya et al. (2018) and Nurwulandari (2021). One possible
reason is that during the period of research stocks give better profits than gold (Aditya et al., 2018).
Another reason is people in Indonesia mostly buy gold for consumption, not for investment
(Nurwulandari et al., 2021). Even though GOLD is commonly considered a safe-haven instrument
during a crisis, the result says that GOLD does not affect IHSG. One reason is GOLD is
uncorrelated with assets or portfolios during a financial crisis (Sunshine Profits, 2022). During the
early crisis of the pandemic Covid-19, many investors moved their money to buy gold, which
caused the gold price to rise high. However, in the next phase of the pandemic GOLD lost its safe-
haven role (Akhtaruzzaman et al., 2021), meaning investors moved their money back from GOLD
into other instruments.

R _OIL TRM2 is not significant, then there is not enough statistical proof to support the
Hy7 that OIL has a significant positive effect on IHSG. Therefore, Hy is rejected. The result of this
study does not agree with a study done by Novianti and Perwati (2020), but the result agrees with
Hersugondo and Laksana's (2020) study. The Russia-Ukraine war has caused a global shortage of
resources, especially oil. The result implies that as long as Indonesia can manage the gasoline and
solar subsidy, the economy will still be good. Unfortunately, Indonesia’s oil reserves can only last
for nine years more (Fadilah, 2022).

CONCLUSION AND SUGGESTION

This study tries to study the effect of the foreign country indexes, macroeconomics, and world
commodity prices on the Composite Stock Price Index (IHSG) in Indonesia. The foreign indexes
are the US Dow Jones (DJI), the Singapore Straits Time Index (STI), the Japanese Nikkei (N225),
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and the Hong Kong Hang Seng Index (HSI). The macroeconomics factors are the currency
exchange rate (USDIDR) and inflation rate (INFLATION). The commodities are crude oil prices
(OIL) and world gold prices (GOLD).

Amongst all factors, only Singapore Straits Times Index and USD to IDR currency
exchange rate affect IHSG. This result indicates that investors should watch over Singapore's
economic condition. According to a statement by Singapore’s Minister for Trade and Industry,
Gan Kim Yong said that Indonesia and Singapore shared strong bilateral economic relations and
opportunities. Gan said that Indonesia was a key market for Singapore businesses to venture abroad
(Maritime Fairtrade, 2022a). Moreover, Indonesia and Singapore are members of ASEAN,
meaning economic bilateral trading should be good.

Normally, any rise in USDIDR will cause IHSG to fall. The reason is roughly for the last
five years, Indonesia has had bigger import values than export has. Comparing Indonesia’s import
and export data for the last five years, it can be realized on average Indonesia has higher import
than export values. The implication is countries with higher import than export values will be most
likely negatively affected by the currency exchange rate to USD.

For further study, it is suggested to study the association of ASEAN’s countries’ economies
and China's on Indonesia’s economy. ASEAN’s countries often do bilateral trades with each other,
while China is the emerging power economy country in Asia. By understanding the association
between them, it is expected to understand IHSG better.
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