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ABSTRACT

Everycountry hast he sane goal, whichistoincreasethelevel of the wealthof its citizen Inaneffortto
i nprove the prosperity of the society, any governnment nade devel opnent in various sectars, bothinthe short
andlongterm Econonic growhis one of the nost effectiveindicator to observe the level of prosperityina
country, the better level of a countrys economy, the better the level of wealth of the citizen The objectives of
thisresearch aretoanal yzet he i nfl uence of inflation. G oss Do mestic Product (GDP), noney supply, Rupiah’s
exchange rate, and interest rate by I ndonesia central bank ( macroecononic factors) on stock returnlistedin
Conposite Sock Price Index (IHSGQ si mitaneously and partialy.  Theories supporting research are
macroecononmcs, invest nent, capital narket, and stock return The population inthis researchis Conposite
Sock Price Index (I1HSG with sanple of Conposite Sock Price Index from 2008 - 2012 Results and
conclusions are macroecononic factors, nanely inflaion G oss Donestic Product ( GDP), noney supply,
exchangerate, andinterest rate have significant i nfluence on stockreturnlistedin Conposite S ock Price I ndex

(1HsG.
Keywords: macroecononic, stock return
| NTRODUCTI ON

Research Background

Everycountry hast he sane goal, whichistoincreasethelevel of the wealthof its citizen Inaneffortto
i nprove the prosperity of the society, any governnent nmade devel opnent in various sectors, bathinthe short
andlongterm Econonmic growhis one of the nost effectiveindicator to observe the level of prosperityina
country, the better level of a countryseconomy, the better thelevel of wealth of t he citizen There are several
aspectsthat can be usedto measurethelevel of the econonic growthina country. The capital marketis one of
thetools for observing economc growthina country, becausethe capital narketis one of the nediathat can
increase community participation in the nobilization of funds to support national financing devel op nent.
Capital market is a market for a variety of long-term financia instrunents that can be traded either debt
securities (bonds), equities (stocks), mutual funds, derivatives and ot her instrunents. The capital market is a
mean of financing for companies and ot her i nstitutions (e. g bank), and as a nmean for i nvesting activities. The
stock market canalsobe a representation of conpanies’ condition because al nost all i ndustriesina country are
represented by the capital mar ket.

Aninvest nent growhina courtry wll be affected by the countryseconomc growt h H gher level of a
country’s econony grow h means hi gher 1evel of the prosperity. H gher 1evel of the prosperity can be measured
by anincreaseinincone levels. Wthhigherinconelevels, the norethe excess fund, surpl usfunds can be used
for storage inthe for mof savings or investedin securitiesthat aretradedinthe capital narket. Ininvesting,
investors expect toearna certainrate of returninaccordance wthitsinvest nent. I nvestors expect highreturns
but rmust not carefull y observe the level of risk because of that, i nvestors should choose carefuly what is the
best andthe most profitable i nvest nent. Sockis one of the nost lucrative for ng of i nvest nent for i nvestors as
well as havinga highrisk Riskandreturn theoretically, have a positive rel ationshi p on various securities. The
greater the expectedreturn the greater the riskthat woul d be invol ved

306 Jund EMBA
Vd. 1 No.4 Desember 2013 Hd. 306-315


mailto:vriessyliapoluan@yahoo.com

ISSN 23031174 \Miessylia T. Pduan, The Influence of ...

A ong withthe increase in tradng actiwties, the needto provide nore conplete infor nationto the
publicregard ng market devel opnents, have alsoincreased One of therequired infor mationisthe stock price
index as a reflection of the move ment of stock prices. Indonesia S ock Exchange (1 DX has 11t ypes of i ndexes
stock price continuousl y disse mnatedt hrough print and el ectronic rredia, as one of the gui delines for i nvestors
toinvest inthe stock narket. It is shown fromthe devel opnent of t he val ue i ndex and val ue of transactions.
Jakarta Conposite Index (JA) val ue has increased by 400 percent from2000to 2008 This conditionis also
fdlowed by the steadily increased val ue of the transactions. The higher the index value whichis a form of
investar confidence inthe Indonesian econommy the nore conduci ve it is.

However, the global econonic crisis from nid 2008 has pushed the value of JQ fall by 50 %in a
relativel y short period of ti ne (one year). Qisis which originating fromthe United States has been razethe
econory in continent Europe and Asia especialyin devel oping countries. Indonesia as a devel opi ng country
gets considerable exposure of the global financial crisis. The global economic crisis caused the decline of
Indonesian exportstothe United Sates and Europe market andthis condition affectst he I ndonesian economy.
One of the nost i nfluertial i npact of t he gl obal econoni ¢ crisisthat occurredinthe United Sates and Europeis
anincreasing yrupiah depreciatonagainstthe U S dollar. The Rupiah exchangerate against the USDstartedt o
decline since m d-2008 and cortinueto depreciate urtil it reachesitslowest I evel at t he begi nning of 2009i n the
amount of Rp. 12 065 per USD(International Monetary Fund, 2009). S ock price dropped sharplyand forcedt o
be closed at thel owest level. This conditionissi mlar withthe economc crisisthat happenedinlndonesiaa few
years ago. When the econonic crisis hit Indonesia in md 1997, the perfor mance of the stock market
experienced a sharp drop the meven suffered | osses. This crisis affect the i nvestors confidence toinvest, and
give the i npact tothe price of shares inthe stock market. This condition also affect the nmacroeconomic
variables experienced a sharp change, such as irterest rate inflation and exchange rate. Because of this
econonic crisisthe public confidence inIndonesiais declined which was the beginning of the calapse of the
Indonesian econo ny.

Capital markets play ani nportart rdeinthe I ndonesian economy, wherethe value of the Conposite
Sock Price Index (I HSGQ can be aleading econonicindicatorina country. The move nent of the stock price
can be affected byt he nacroeconomc variables such as, gross donestic product, inflation interest rate rupiah’s
exchange rate and noney supply. Inflation and i nterest rate have a negative relationship withthe stock price.
Inflation coul dincreaset he conpany s revenues and expenses. If the conpany's production cost is hi gher than
theincreasein prices, the conpany wil sufferedl osse. This condition wl affect the confidence of i nvestorsto
invest and can be affecting the stock price of the conpany. A noted, the financial crisis that happenedin
Indonesiain 1998 wheni nterest rateincreasedt o 68 76 %per year reachedin 1998 as well asinflaionreached
77 % per year (Indonesian F nancial Satistics, 2008) make the all stock price that listed in Indonesia Stock
Exchange (1 DX decline sharply. Developnent of money supply is related to the econony devel opmert.
Increasing the noney supply, then inturnincreasing econonmc growh The money supply has a significant
positive relationshi p withecononic growh The developnent of noney suppl yfor sure wil be affect t he stock
price. The Rupiah’s exchange rate has a positive relati onship bet ween the econony growhin Indonesia. A
Rupiah depreciation wil affect the stock price inthe stock market, depreciation wll be acconpanied by the
decline of the stock price. Thei nprove ment of G oss Do nestic Product can be seenfromt hei ncreasingl evel of
incone per capita The higher thelevel of theincome per capita wll be increaset he l evel of t he consunption.
The hi gher the level of consunption will pushthe company ssales, andinturn autonatically, wll increasing
conpany’s profit that also will be increasing the stock price of the conpany. Conpany’s stock price can
affectedt he value of the Conposite Stock Price Index (I HSG. Because of that, it’sreall yi nportant t o analyze
howfar the effect of Microeconomic factors affecting S ock Return of Conposite Sock Price Index (I HSG.

Research (bjective

The objectives of this research are:

1 To analyze the influence of inflation Goss Domestic Product (GDP), money supply, Rupiah’s exchange
rate, and interest rate by Indonesia central bank (IMacroecononic Factors) on stock return listed in
Conposite Sock Price Index (I HSG si multaneousl y.

2 To anal yze the influence of inflation on stock return listedin Gonposite Sock Price Index (I HSG Partialy:.

3. Toanalyzetheinfluence of G oss Do nestic Product (GDP) onstockreturnlistedi n Conposite Sock Price
Index (I HSGQ Partidly:.
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4. To anal yze the i nfluence of noney supply on stock returnlistedin Conposite Sock Price Index (1 HSGQ
Partialy.

5 To anal yze t he i nfluence of Rupiah’s exchange rate on stock returnlistedin Composite Stock Price I ndex
(IHSQ Partidly.

6. To analyze the influence of interest rate by Indonesia central bank influence on stock return listed in
Conposite Sock Price Index (I HSQ Partidly.

THEORETI CAL FRAMEWORK

Theories

Macroecono mcs

Manki wet al. (2008:522) stated that Microeconomics is the study of economy-wde phenonena,
including inflation unenploynent, and econonic grovth Case et al. (2009 436) stated that inflationis an
increaseinthe overal pricelevel. Severa priceindices are often usedto neasureinflation anong ot hers: cost
of livingindex/ CPI (Consurmer Pricelndex), whol esaletrade priceindex ( Whol esal e Price Index) andthe GNP
deflator (Case et al., 2009:458). Results of sone previous studies (Saleem 2013, Aner, 1994) showedthat the
inflaionrateis negativel yrelaedtostockreturns. Accordingto Case et al. (2009:449), G oss Do nestic Product
(GDP) is val ue of all final goods and services produced wthina given period by factors of productionlocated
withina country. G oss Domestic Product of a country reflectsthe economy growt hinthe country( Case et al.,
2009). Accordingto Case, et al. (2009:529), the nmoney supplyisthetata anount of nmoneythat isinthe hands
of the public. Thereis a positiverelationshi p bet ween'growt hint he noney supply tost ock prices, but theti ming
isnat al ways consistent and seensto be shorter (Rogalski and M nso, 1990). If thereis excess of money supply,
Central bank will take a policyto decreasinginterest rates ( Case et al., 2009). The exchange rate represernts the
ratioat whicht wo currencies aretraded ( Case et al., 2009). Accordingto Korsgaard(2009), exchange raterisk
istheriskarisingfromchangesinexchange ratesinfluencethe donestic currencytoanat her country s currency.
Case et al. (2009: 257) statedthat the interest rateisthe the interest paynent expressed as a percentage of the
loan Case et al. (2009) definethat i nterest rates can be dividedintot wo as follows: (1) nomnal interest rateis
theinterestrateinthe noney. Theinterestrateisa valuethat can bereadingeneral. Thisrateshows the number
of dollarsfor everysinglerupiahinvested and(2) realinterest rates areinterest ratest hat have cal cuated bythe
the nominal irterest rate mnus theinflationrate

I nvest nent

Reilly and Brown (2010:42) stated that the invest nent happened when the incone exceeds current
consunption desires, the people prefer tosave the excess fund andtryingtoincreasethe anmount of the noney
inthe futurethat can be usedfor future consunption Liuet al. (2007) definedinvest nent as aninvest nent for
one or nore long ter massets in hopes to benefit inti nesto cone.

Capital Mrket

Merton (1987) statedthat capital narkets or can be called Sock Exchange inthe narrowsenseis an
organized place that brings sellers and buyers of securities directly or through their representatives. Capital
market acts as a link between investors and corporate government institutions through I ong-ter mtrades of
financia instrunents such as bonds, stocks and nore (M ccice et d., 2002).

Stock Return

Reillyand Brown (2010: 42) definedreturnastheincome received onaninvest ment plus any changein
the market price, usuallyasthe percent of the beginning market price of theinvest nent. Accordingto At nan,
(2006: 226), returnisthetota gain or | oss experienced on aninvest nent over a given period of ti me cal cul ated
by divid ngthe asset's change i n val ue pl us any cash distribution duringthe period by its beginning of period
invest nent val ue.

Previous Research

Nai et al. (1986) discussed econonic forces and stock market, and found these sources of risk are
significartly priced Further nore, neither the market portfdionor aggregate consunption are priced separatel y.
They alsofindthat oil priceriskis not separatel yre-wardedinthe stock narket. Shanken (2006) discussedt he

308 Jund EMBA
Vd. 1 No.4 Desember 2013 Hd. 306-315



ISSN 23031174 \Miessylia T. Pduan, The Influence of ...

pricing of Chen Roll, and Ross (CRR) macro variablesisre-examnedandfoundt o be surprising ysensitivet o
reasonabl e alternati ve procedures for generating size portfdioreturns and esti natingtheir betas. Hannery and
Pr ot opapadakis (2002) Microeconomcs Factors do Influence Aggregate S ock Return Inthisresearchthey are
trying to examne about the 17 factors of macroeconomcs and they found only 17 Mcroeconomcs series
factors, 6 are strong risk factor candidates. 2 inflation neasure (CPl and PPI) affect onlythe level of market
portfdio’s retwrn Balance of trade, Enploynent and Unenploynent, Housing Starts affect only return
conditional volatility, Mbnetary Aggregate affects bath return and conditional vdatility.

[ infiation (%) f

i G oss Donestic Product (%) :

' Money Supply (%) . Jakarta Cbrrpo(si\;t)e Index/ IHSG
| Exchange Rate (%) ; A

i | Irterest Rate (%) :

—— Influence Partidly
------ Influence S multaneously

Fgure 1 Gnceptua Framework

Research Hypot hesis

H : Inflation Goss Domestic Product ( GDP), nmoney supply, Rupiah’s exchange rate and interest rate by
Indonesia central bank influence on stock return listed in Conposite Sock Price Index (I HSG
si multaneousl y.

. Inflation influence stock returnlistedin Conposite Sock Price Index (IHSQ partially.

: G oss Donestic Product (GDP) influence stock return listed in Conposite Sock Price Index (1 HSQ
partialy:.

: Money supply influence stock returnlistedin Gonposite Sock Price Index (I HSG) partialy.

. Rupiah’s exchange rate influence stock returnlisted in Co nposite Sock Price Index (1 HSQ partidly:.

: Interest Rate by Indonesia central bank influence stock return listed in Conposite Sock Price I ndex
(IHSQ partiadly.

IXI IT

RESEARCH METHOD

Type of Research
This research uses causal type of research where it will investigate the influence of macroecononic
factars onstock returnlisted Conposite Sock Frice Index (1 HSG from2008-2012

Place and Ti ne of Research
This study wll conductedin Minado during April toJune 2013

Popu ation and Sanple

Popul ationis generalizeed tothe object/subject whichhave a certain quartity and characteristicthat is
required by researcher tostudying andto gain concl usion ( Sekaran and Bougie, 2005: 262). The popul ationin
thisresearchis Conposite S ock Price Index (1 HSG.

The sanple of thisresearchis Conposite Stock Pricelndex from2008 - 2012 The sanpling designis
saturated sanples that is considered as the best way of getting sone basic infor nation effective and more
accurate (Sekaran and Bougie, 2005: 263).
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Data (ollection Mt hod

There aret wotypes of datat hat are usedt o nmake anappropriateresut, whichis pri mary and secondary
data. For thisreasearch wll be usedthe secondary data. The secondary dataistakenfrombooks, journals, and
relevant literature fromlibrary and internet. These secondary data were usedin the background, literature
review research nethod, anal ysis and d scussions.

Operational Definitions and Masure nent of Research \ariab es
Operational Definitions of Research \ariables
1 Inflation () istherate of increase inthe general price of goods that occurs conti nuously.
2 @G oss Donestic Product (%) isthe gross donestic product over the price of goods apply. The data used
cane from Bank Indonesia

3. Mbney Supply (%) isisthe sumof M (currency plus deposits and netalsinthe for mof a checking
account or demand deposit) which include ti me deposits and savings deposits and foreign currency
accounts of private property as part of the donestic noney supply or noney cortrdled (quasi noney).
Exchange Rate (%) isthe price of a countrys currency agai nst a her currencies.

Inerest Rate (>§) isthe nomi nal interest rate set by Bank Indonesia Irterest rate is usedin units of percert.
Jakarta Conposite Index (J9) (Y) = Conposite Sock Price Index (CSPI) is a price index whichis a
conposite price of all shares listed ont he I ndonesia Stock Exchange ( BH), the measure nent is perfor med
inunits of poirts.

Data Analysis Mthod
Multige Regressions Analysis Mthod

The method of analysis used inthis study is multipe regression nodels to approach the return
Accordingto Sekaran (2005), tofind out the i nfluence of dependent variable withindependert variables used
multiple linear regression withthe for mila:

Wher eas:
Y :Jakarta Conposite Index
X Inflaion

X : Goss Donestic Product
X : Mney Supply

X, : Exchange Rate

X lnterest Rate

DATA ANALYSIS AND DI SCUSSI ON

Resut

dassica Assunption

The figure can be seenthatthereis no established pattern inother words the graph describingthe pl o
spread above and bel owt he number 0 (zero) onthe Y-axis and proves i nflation( %), G oss Do nestic Product
(2%), noney supply (>g), exchange rate ( %) andinterest rate ( %) on Jakarta Composite Index/ I HSG(Y) are
free of Heteroscedastisity. The MF value of Inflation (%) is 1L 190, Goss Domestic Product ( %) is 7. 494,
money supply ( %) is 5 283 exchangerate (%) is 8.343 andinterest rate ( %) is 1 426 whichis all val ues are
below nunbers <10. It means that there is no connection between the independent variables, thus,
multicdlinearity assunptions are net (free of rmulticdlinearity). Autocorrelationtest using Durbin Vdtsonrate
is 2205 whichisinthe free area autocorrelaion sothe regression nodel is free fromautocorrelation The
figure can be seenthat the poi nts spread and spread aroundt he diagonal lineinthe direction diagonal lines and
proves that regression rmodel intest nor nality assunption was net.

Y =a +0 X
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Multide Linear Regression Anal ysis
Table 1 efficient Beta

Unstandar di zed St andar di zed
Coeffidents Coeffidents Collinearity Satistics
Model B Sd Bro Beta t Sig Tolerance | MF
1 (Constart) 3878969 255.916 15. 157 .000
X1 32039 14,977 .135 2.239 .049 .047 1190
X2 .004 .001 521 5513 .000 .021 7.494
X3 .003 .000 .532 7.721 .000 .040 5.283
X4 -.618 .067 -546| -9295 .000 .055 8 343
X5 244,431 82 581 .388 2960 .010 011 1 426
a. Dependent \ariabe: Y
Source: SPSS Data Anal ysis, 2013

The linear regression equation is:
Y=23878969 +32039% +0004% +0003X% -0.618% +244431X% +e
withinterpretation as fdlows:

- Constant val ue of 3878 969 meansthat if all i ndependent variables (Inflation( ), G oss Do nmestic Product
(%), Money Supply( >%), Exchange Rate( %) and I nterest Rate (%)) areignored, thestockreturnlistedin
Jakarta Gonposite Index/ IHSG (YY) will be 3878 969 poirt.

- Coeffident value of 32 039 neans that if Inflation (X) is increased by one scale or one unit, it wll
i nprove and increase Jakarta Conposite Index/ IHSG (Y a 32 039,

- Coeffident val ue of 0.004 meansthatif G- oss Donestic Product ( %) isincreased by one scale or one unit,
it wll i nprove andincrease Jakarta Conposite Index/ IHSG(Y) by 0 004

- Coeffident value of 0.003 means that if Money Supply (%) isincreased by one scale or one unit, it wll
i nprove and increase Jakarta Conposite Index/ IHSG (Y by 0 003

- Coeffident value of - 0.618 neansthat if Exchange Rate ( %) isincreased by one scale or one unit, it wll
decrease or deduct Jakarta Co nposite Index/ I HSG (YY) by -0 618

- Coeffident value of 244.431 neansthat if Interest Rate ( %) isincreased by one scale or one unit, it wll
i nprove and increase Jakarta Gonposite Index/ | HSG (Y) by 244. 431

Table 2 efficent Qrrelaion () and ()

Adjusted R | Sd Eror of .
Model R R Square Square the Esti mate Dur bi - Vidtson
1 . 999" .997 .996 49, 44388 2.205

a Pedicors: (Gonstant), Inflation (%), Goss Donestic Product (%), Mney
Supply (%), Exchange Rate () and Irnterest Rate (%)

b. Dependent \ariable: Jakarta Conposite Index/ I HSG (YY)

Source: SPSS Data Anal ysis, 2013

Based ont he anal ysis, correlation(r)isequal to0.999 ind catingt hat correlation of inflation( ), G oss
Do mestic Product (%), money supply (%), exchange rate ( %) and interest rae ( %) on Jakarta Conposite
Index/ IHSG(Y) has astrongrelaionship To deter nine the contribution of inflation (), Goss Donestic
Product ( %), moneysupply ( %), exchangerate( %) andinterest rate ( %) onJakarta Conposite Index/ | HSG
(Yj can be seen fromt he coefficient (r?) that is 0.997that nmay i nplythe contribution of i nflation (), Q oss
Do mestic Product (), money supply ( >¢), exchange rate ( %) andinterest rate ( >) on Jakarta Conposite
Index/ IHSG(Y) is 997 % whilethe remaining O 3%is affected by aher variables not examnedinths study.
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Hy pot hesis Testing

Table 3 S multaneously Test Anal ysis (F - test)

Model Sumof Squares df Mean Square F Sig

1 Regressi on 12966663 436 5| 2593332 687| 1060.799 .000"
Resi dual 34225.761 14 2444, 697
Total 13000889, 198 19

a. Predictars: (Constart), Inflation (), Goss Donestic Product (), Mboney Supply
(%), Exchange Rate (%) and Irterest Rate (%)

b. Dependert \ariable: Jakarta Conposite Index/ I HSG (YY)

Source: SPSS Data Anal ysis, 2013

S ndtareas tedirg cad.dedto dta rire the si miltaneous influence of inflation (%), G oss
Do mestic Product (>¢), money supply ( %), exchange rate (%) and interest rate ( %) on Jakarta Conposite
Index/ I HSG(Y). The val ue of Feoyn 1S 1060. 799 at significance of 0.000. The sig < 0. 05 neanst he confi dence
of this prediction is above 95% and the probability of this prediction error is below 5% which is 0.000.
Therefore H is rejected and accepting H. Thus, the hypat hesis that inflation (%), Goss Donestic Product
(>%), noney supply (%), exchange rate ( %) and irnterest rate ( %) on Jakarta Conposite Index/ I HSG (YY)
si multaneousl y is accepted

Table 4 Partiad Test Analysis (t-test)

Vb del t Sg
X1 2 239 1049
X2 5513 -000
X3 7721 ~000
X4 ~9.295 .000
X5 2 960 .010

Source: SPSS [Data Anal ysis, 2013

Partia test is used to test the effect of each independent variable, narely: inflation (%), @ oss

Do mestic Product (%), money supply (%), exchange rate (%) and interest rate () in partial i npact on

Jakarta Conposite I ndex/ IHSG( Y) by perfor ning comparisons bet weent het oy vVal ues Withtray value at o =

0.05 or conpare the probability of the real level 95% of the partial coefficent (r) sothat it can be seenthe

infl uence of the independent variabl es individually The t-test results:

- teoun fOr Inflaion(>¢) is 2239 whichis greater thanthe val ue of tiaye (2 086) neansthat Inflation () has
partialy significant i nfluence partialy on Jakarta Conposite Index/ | HSG(Y). The sig value of 0.049
means that prediction of I nflation ( X¢) i nfluence on Jakarta Conposite Index/ | HSG( Y)’s errarsis 4.9 %
Thus the confidence of this predictionis above 95% Therefore, H is received

- teun fOor Goss Donestic Product () 5513 greater than the value of tiane (2 086) neans that G oss
Do mestic Product ( %) has partialysignificart i nfl uence on Jakarta Conposite Index/ 1| HSG(Y). Thesig
val ue of of of 0.000 nmeans that pred ction of G oss Domestic Product ( %) i nfl uence on Jakarta Co nposite
Index/ IHSG(Y)’s errors is 0.00 % Thus the confidence of this predictionis above 95% Therefore, H
recei ved

- teun fOr Money Supply () is 7.721 whichis greater thanthe val ue of t;,ye (2086) neans that Money
Supply () has partialy significart i nfluence on Jakarta Conposite Index/ | HSG(Y). The sig val ue of
0.000 rreans that prediction of Money Supply (%) influence on Jakarta Conposite Index/ IHSG(Y)’s
doing errorsis Q.00 % Thus the confidence of this predictionis above 95% Therefore, H is recei ved

- teun fOr Exchange Rate (%) is-9 295and by focusing onl ytonumber, the val ueis greater thant he val ue of
tiane (2 086) nmeansthat Exchange Rate (%) has partialy significart i nfl uence on Jakarta Conposite | ndex/
IHSG (Y). The sig value of 0.00 neans that prediction of Exchange Rate (X;) influence on Jakarta
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Conmpositelndex/ I HSG(Y)’s doingerrorsis 0.00 %. Thust he confidence of this predictionis above 95 %
Therefore, H isreceived

- teoun fOr Interest Rate () is 2960 whichis greater thanthe val ue of ti.ye (2 086) meansthat Interest Rate
(%) has partialy significant i nfluence on Jakarta Composite Index/ I HSG(Y). The sig value of 0.010
means that prediction of Interest Rate ( %) i nfluence on Jakarta Conposite Index/ | HSG(Y)’s errorsis 1
% Thus the confidence of this predictionis above 95% Therefore, H is received

Discussion

The i nfluence of Inflation Gross Donestic Product, Money Supply, Exchange Rate and Interest Rate
on Jakarta Conposite Index/ | HSG partialy and si multaneously are proven by the interpreting data anal ysis
given by the SPSS Theinterpretationshows that all the variable have strongrelationshipand are supported by
significance level. This happens becauseinvest nent grovihina countryis affected byt he country s econori ¢
growh The better the countrys economy level, the better the welfare of rateits citizens. Hgher level of
prosperitythat is generally characterized by anincreaseinincone level. And bythe existence of the i ncreasing
incone, people Wil have excess funds that can be used for storage inthe for mof savings or investedin
securities that are traded inthe capital market. Capital markets play an i nportant role in the Indonesian
econony, wherethe val ue of the Conposite S ock Price Index can be aleadingecononicindicatorina country.
Index nove nent is strongy i nfl uenced by i nvest or expectations of fundanental conditions of the country:.

Thisresearchfindi ngis aslightly difference withresults of some previous studies conducted by Saleem
and Arer which showed that theinflation rate is negatively related to stock returns (Saleem 2013, Aner,
1994). A positive significant i nfluence of Inflation on Jakarta Conposite Index/ | HSG happens because an
inflaionrateis risingtowardthe genera pricesinan economy. Inflationrate (the percentage increasein the
increasing price) is different from one period to anather and different fromone country to ancther. This
increasing price can be measured by using a price index Several price indices are often used to neasure
inflaion among others: cost of living index / CPl (Consumer Price Index), wholesale trade price index
( Whol esale Price Index), the GNP deflator. Inflationis a macroecononic variable that can be si miltaneously
beneficial and detri nental to a conpany.

G oss Domestic Product has positive si gnificant i nfluence on Stock Returnlistedin Conposite Stock
Price Index (1HSG. The improvenent of G oss Donestic Product can be seen fromthe increasing level of
incone per capita The higher level of the incone per capita wll lead to the increasing the level of the
consunption The higher the level of the consunption wll pushthe conpany sales, andinturn wll i ncrease
conpany’s profit that also will i ncrease the stock price of the conpany. This research supports a research by
Hannery and Pratopapadakis which statedthat real GDP grow h as a cap on long-run stock returns, as other
factors dil e GDP beforeitreaches sharehol ders (Hannery and Pratopapadakis, 2002). However, the e npirical
anal ysis of the presuned link bet ween GDP and stock grow h has certainli mtations. Athough this research
uses arelativel yl ong-ter mirternational equity dataset, the anal ysisresults dependent ont he start and end dates
of theti ne series, sincetheeconomy andstocks folowcyclical patterns. Then, anct her issue occured wthint he
role of investors’ expectations. If expectation of future GDP growhis entirely built intotoday’s val uations,
stock price nmove nents will tendto precede devel oprents inthe underl ying economy.

Asane result is also found by Rogalski and M nso which statedthat thereis a positive relaionship
bet ween grovthinthe money supply and st ock prices (Rogalski and M nso, 1990), but theti mingis not al ways
consistert and seens to be shorter. In general, changesinthe noney supply wll make changesinstock prices.
The significant negative influence of Exchange Rate on Jakarta Conposite Index/ I HSGis sanme wth the
research by Korsgaard (2009), Exchange rate riskisthe risk arising fromchanges in exchange rates which
i nfl uence t he do mestic currency to anaother country s currency ( Korsgaard 2009). Conpaniesthat use foreign
currency in running operational activties and i nvestments are at risk of the exchange rate. Waen Rupiah’s
exchangerateis depreciated, it wll affect the operational cost andthe operational cost wll i ncrease and affect
the profit of t he comrpany. Changes not exchangerate is nat anticipated byt he company will affect t he val ue of
the conpany. This research has a different result withthe previous one by Case et al, which statedthat the
inerest rate can be definedas therate of return on assets at riskis closeto zero. I nvestars can usethe i nterest
rate as a benchmarkfor comparisonifthey want toinvest. Generally, theinterestrate has a negativerelationship
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withstock exchanges ( Case et al., 2009). Whenthe governnent announced a higher i nterest rate, i nvestors will
sell their shares and repl ace t he fixed-incomne i nstrumentsthat provide a hi gher interest rate. On other hand, in
Indonesia, some of theinvestors are ganbling wththe situation resulting a positive i nfluence of Interest Rate
on Jakarta Conposite Index/ I HSG

CONCLUSI ON AND RECOMMENDATI ON

Concl wsion

1 Inflation G oss Domnestic Product ( GDP), noney supply, Rupiah’s exchange rate, and interest rate by
Indonesia central bank ( Microeconom c Factors) have si gnificant i nfl uence si multaneously on stock return
listedin Gonposite Sock Price Index (I HSG.

2 Inflation has significant influence on stock returnlisted in Conposite Sock Price Index (I HSG partialy:.

3 Goss Domestic Product (GDP) has significant influence on stock returnlistedin Conposite S ock Price
Index (1 HSQ partialy:.

4. NMbney supply has significant influence on stock return listed in Conposite Sock Price Index (I HSQ
partialy.

5 Rupial’s exchange rate has significart influence on stock return listed in Composite Sock Price I ndex
(IHSQ partidly:.

6. Irterest rate by Indonesia central bank ( Microecononi ¢ Factors) has si gnificant i nfl uence on stock return
listedin Conposite Sock Price Index (I HSGQ partidly.

Reco mne ndati on

1 In nanageria role International Business Adninistration (IBA Program needs to see inflation G oss
Do mestic Product ( GDP), money supply, Rupiah’s exchange rate, and interest rate by I ndonesia central
bank ( macr oeconomic factors) that wil ulti natel yi nfluence on stock returnlistedin Conposite Stock Price
Index (I HSG.

2. The next researcher may needtoadd anot her variable or add anintervening variablesto makethisstudyto
be nore accurate withthelevel of different approaches - different sothat it can assist inthe process of
further research
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