The International Journal of Business &Management (ISSN 2321-8916) | www.theijbm.com

THE INTERNATIONAL JOURNAL OF
BUSINESS & MANAGEMENT

Analysis of Effects of Inflation, Interest Rates, Rupiah Exchange Rate
toward Composite Stock Price Index with the Gross Domestic
Product as Moderation Variable in the Indonesia Stock Exchange

Maria Widyastuti
Ph.D. Student, Department of Management Science,
Indonesia School of Economic Science (STIESIA) - Surabaya, Indonesia
Lecturer, Faculty of Economics, Catholic University of Darma Cendika — Surabaya, Indonesia

Abstract:

This study included an explanatory research that discusses the effects of inflation, interest rates, the exchange rate of the
composite stock price index by the gross domestic product as a moderating variable. The population in this study throughout
the company went public on the Stock Exchange, monthly data taken in time series during the period July 2005 to December
2015, analysis was used to test the hypothesis in this study is the Person's product moment correlations. The research proves
inflation, interest rates, exchange rate significantly influence the composite stock price index. Gross domestic product is
significantly moderating the effect of inflation on the composite stock price index. While the gross domestic product does not
moderate the effect of the interest rate on the composite stock price index and the exchange rate of the composite stock price
index.
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1. Introduction

The development of the capital market can be reflected on the stock market price fluctuations. Changes in stock prices are influenced
by several factors, according to Samsul (2006) there are seven factors: (1) The gross domestic product; (2) inflation; (3) the
unemployment rate; (4) the interest rate; (5) exchange rates; (6) the current account; (7) the budget deficit. But not all of these factors
can be used as a study variable; among others: the unemployment rate, current account and budget deficits. According to Ebert and
Griffin (2000), GDP is the value of all goods and services produced in one year by the national economy by using domestic
production factors. Besides the current account was also ignored because it was included in the exchange rate as revealed by
Samuelson (2002); that exchange rate movements will continue until the capital account and the current account back into equilibrium
positions. While not used as a variable research budget deficit for the budget deficit occurs when government spending is greater than
tax revenue. If the budget deficit is covered by issuing bonds on the capital market, then automatically share price will be affected. But
budget deficits that occurred in Indonesia closed with a foreign debt so that there is no direct impact on stock prices. Based on the
description above, the factors that affect stock price change is (1) inflation; (2) the interest rate; (3) the exchange rate and (4) GDP.
The economic crisis experienced by the Indonesian extremely painful for all Indonesian people, not only the economic impact but also
non-economic. The crisis is a situation that illustrates the decline in economic conditions decline in some economic indicators.
Mishkin (2004), says that there are five factors that can lead to the worsening problems of adverse selection and moral hazard in the
financial markets, and will eventually lead to the financial crisis; namely the stock market decline, rising interest rates, the decline in
the aggregate price level are not anticipated, the increased uncertainty and panic bank. This means that the economic crisis will have
an impact on capital market activity is reflected in the decline of the stock market price is reflected in the Composite Stock Price Index
(CSPI).

2.Literature Review

2.1. Inflation

Inflation is defined as a phenomenon in which the general price level has increased continuously (Nanga, 2001:241). According to
Agustina and Sumartio, (2014) Inflation can be defined as the occurrence of long-term price increases. Inflation is the percentage
increase continuously up prices prevailing in an economy. According Tandelilin (2010:212) Inflation increases revenues and
expenses. If the increase in the cost of production is higher than the increase in prices that can be enjoyed by enterprises, then the
company's profitability will drop.
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Indicators are often used by the government to measure the inflation rate in Indonesia is the Consumer Price Index (CPI). CPI changes
over time shows the price movement of a package of goods and services consumed by society. Inflationary conditions according to
Samuelson (2002), by its nature is divided into three parts: 1. Crawling (Creeping Inflation); 2. Inflation medium (Galloping
Inflation); 3. High Inflation (Hyper Inflation).

2.2. Interest Rate

According to Dornbusch et. al. (2008:43), Subagyo et. al. (2002) the rate of interest is the level of payments on loans or other
investments, the annual percentage stated. According Tandelilin (2010: 212) increased the rate of interest which will lead to an
increase in interest rates is conditioned on investment in shares. The interest rate is the income (for creditors) or expense (For the
debtor) received or paid by the creditor or debtor (Madura, 2005). In addition, the rate of interest that increases causing investors to
attract investment in stocks and move it to the investment in the form of savings or deposits.

Interest rates prevailing in the financial markets and are used in financial transactions is the nominal interest rate that is therein
contained inflation premium (Rahayu and Utami, 2003). According to Agustina and Sumartio (2014) the rate of interest of the
financial sector is often used as a guide or reference for investors to assess the ability of financial markets to generate optimal profits
is the Interest Rate of Bank Indonesia Certificates (SBI). High Interest Rate SBI is a negative signal for the company's performance.
An investor will be looking for places to invest more profitable. If interest rates rise, firm performance will go down and vice versa.

2.3. Rupiah Exchange Rate

According Puspopranoto (2004:212), Dornbusch et. al. (2008:46) The exchange rate is the price of a country's currency is exchanged

for another country's currency. The exchange rate is the price of a country's currency expressed in another country's currency (Madura,

2005). According Tandelilin (2010:212) The strengthening of the rupiah against foreign currencies will lower the cost of imported

materials for production and would lower the rate of interest applicable.

Exchange rates or currency exchange rates referred to in various transactions or buying and selling foreign currency, known there are

four types:

1. Selling rate (selling rate) was determined by a bank for the sale of certain foreign currency at a given time.

2. Middle rate (middle rate) is the middle rate between selling and buying rate of foreign currency against national currency, set by
the central bank at a given time.

3. Buying rate (buying rate), the exchange rate is determined a bank to purchase foreign currency to another in a moment.

4. Flat rate (flat rate), the rate erlaku Sale and purchase of bank notes and traveler chaque, where the exchange rate has taken into
account the promotion and other costs. The position of the exchange rate fluctuate at any time, if the price of a currency to be
expensive compared to other currencies, the currency is said to appreciate. Conversely, if the price of a currency dropped against
other currencies then the money is said to depreciate (weakened).

2.4. Gross Domestic Product (GDP)

Gross Domestic Product (GDP) or Gross Domestic Product (GDP) is defined as the market value of all final goods and services
produced in a country within a certain time (Mankiw, 2003). according to Marcus (2006), which referred to the GDP is a measure of
the total production of goods and services in an economy. GDP differs from gross national product (GNP) for inserting factor income
from abroad working in the country, so that GDP only counts the total production of a country, regardless of whether the production
was performed by using the factors of production in the country or not. Instead, the Gross National Product (GNP) pay attention to the
origin of the factors of production used. Gross Domestic Product (GDP) is divided into two:

1) Real GDP (real GDP) is the value of the production of all goods and services at constant prices.

2)  Nominal GDP (nominal GDP) is the value of the production of all goods and services based on the prevailing prices.

Real GDP is better than the nominal GDP in measuring a country's economic welfare. This is due to real GDP is not affected by
changes in prices, the Real GDP is a measure of the right to determine the level of production of goods and services of an economy.
One of the problems that arise when using Real GDP is a constant price level which serve as the base year prices.

2.5. Composite Stock Price Index (CSPI)

Downes and Goodman (2004) says that the index is a statistical composite that measures changes in the economy or in financial
markets, and often expressed in percentage changes from a base year or the previous month. Daily stock price index is calculated
using the last stock price (closing prize) that occur on an exchange. This index is a composite of a number of sectors, namely
agriculture, mining, chemical industry base, a variety of industrial, consumer goods industry, property and real estate, transportation
and infrastructure, finance, trade, services and investment (Rahayu, 2005). This index covers all common stock price movements and
preferred stock listed in the Indonesia Stock Exchange (IDX). Thus, the Composite Stock Price Index (CSPI) is a reflection of capital
market activity. The size of the index is influenced by economic and non-economic variables. CSPI calculation is based on the number
of total market value of shares listed on the exchange. Total market value is the total product of each share was recorded (except for
companies that are in the restructuring program) at a price in the Indonesia Stock Exchange (IDX) on that day.

The calculations are as follows CSPI = Market Value / Value Basis x 100.

3.Research Hypotheses
Based on the formulation of the problem and theoretical study, the hypothesis in this study as follows:
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Inflation significant effect on the stock price index

The interest rate significantly influence the stock price index

The rupiah significant effect on the stock price index

Gross domestic product moderating influence of inflation on the stock price index

Gross domestic product moderating influence of interest rate on the stock price index

Gross domestic product moderating influence of the exchange rate of the composite stock price index

AN

3.1. Research Methods

The problems that will be the discussion of research is the effect of inflation, the interest rate (SBI), the exchange rate, the Composite
Stock Price Index (CSPI) with the gross domestic product as a moderating variable in the Indonesia Stock Exchange.

This research is explanatory research that describes the influence of several variables through hypothesis testing. In this study
describes the effects of inflation, interest rates, exchange rate of the composite stock price index by the gross domestic product as a
moderating variable.

3.2. Population and Sample

This study uses secondary data from the publication of Bank Indonesia in the form of an annual report of Bank Indonesia, Economic
and Financial Statistics Indonesia (SEKI), the results of the Indonesia Stock Exchange covering data Composite Stock Price Index
(CSPI), the interest rate of Bank Indonesia Certificates (SBI), inflation, the US dollar against the rupiah exchange rate (US $ / US $),
with the middle exchange rates calculated on the basis of selling and buying rate set by Bank Indonesia.

3.3. Data Analysis Techniques, that is:
1. Descriptive statisticsThe measurements by calculating the minimum value, maximum value, mean and standard deviation.
2. InferentialStatistics

Inferential statistical analysis used to test the research model, and testing hypotheses.

3.4. Model Research
The research model is used to view the exogenous variables that affect the endogenous variables.
The research model is divided into two:
Model 1: The effect of inflation, interest rates, exchange rate of the composite stock price index
JCI=a+P1 IF +B2 SB + B3 NT+ ¢
Model 2: Gross domestic product moderating Effects of inflation, interest rates, exchange rate of the composite stock price index

CSPI = B4 IF +B5 SB + p6 NT +B7 IF* GDP + P8 SB* GDP + B9 NT* GDP + ¢

Remarks:

CSPI : Composite Stock Price Index

A : Constants

B1-p9 : Regression Coefficients

IF : Inflation

SB : Interest Rate

NT : Rupiah Exchange Rate

GD : Gross Domestic Product

IF*GDP : The interaction of inflation with gross domestic product
SB*GDP : The interaction of inflation with gross domestic product
NT*GDP : The interaction of inflation with gross domestic product

3.3.1. Feasibility Model (Goodness of Fit)
To assess the accuracy of the sample regression function in assessing the actual value can be measured from its Goodness of Fit
(Ghozali, 2013:97). In Statistics Goodness of Fit may be measured by the coefficient of determination and the statistical value F.

3.3.2. The Coefficient of Determination (R*)

The coefficient of determination is basically to measure how far the model's ability to explain the endogenous variables. The
coefficient of determination between zero and one. Rated R” is small means that the ability of exogenous variables in explaining the
endogenous variables is very limited. A value close to one means the exogenous variables provide almost all the information needed
to predict the variation of endogenous variables (Ghozali, 2013: 98). To evaluate where the best regression model using adjusted R?,
unlike the R?, adjusted R” can go up or down if one is added to the exogenous variables in the model.

3.3.3. Partial test (t test)
Accept or reject the hypothesis by looking at the output of SPSS, we can only see the significant value of the t test each variable.
Significant value if *** <0.10; ** <0.05 and * <0.001, we can conclude that the hypothesis is accepted (Ghozali, 2013: 89).
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4. Results and Discussion

4.1. Descriptive Statistics

Descriptive statistics provide an overview of the research object sampled. Explanation of data through descriptive statistics is expected
to give a preliminary picture of the issues examined. Descriptive statistics were focused on the maximum, minimum, average (mean)
and standard deviation. Based on the sampling during the years 2005-2015 was obtained 126 observations, descriptive statistics test

results shown in table 1.

N Minimum Maximum hdean Std. Diaviation IF SB NT GNP JCI
F 128 73 1838 7.1897 3466157 1 B47 -074 -547 -5157
{ZB) 124 575 1275 7.79348 183013 B47 1 - 0484 -833 - 6617
NT (Rp) 124 B532.00 1432410 10168 64652 147723043 -074 -0464 1 670" 4517
GNP
126 43048400 79733300 608580 3651 105594 48552 -547 -633 6707 18~
e
124 1054 58 5443 52 318463349 134638713 -5157 -64617 43517 T18
Valid N
{listwriss) 128

Table 1: Descriptive Statistics & Person’s product moment Correlations

From Table 1, Person's product moment correlations were calculated for inflation variable (IF), interest rates (SB), the Rupiah
Exchange Rate (NT), the gross domestic product (GDP) and the Composite Stock Price Index (CSPI). The results showed that the
variable IF, SB, NT and GDP correlated significantly with CSPI. Of the four independent variables, gross domestic product (GDP) has
the strongest correlation with the Composite Stock Price Index (CSPI) at 71.8% with a: 10%. While inflation (IF) and interest rates
(SB) negatively affect the Composite Stock Price Index (CSPI).

4.2. Inferential Statistics

Composite stock price index
E’ RJ ﬂRJ

Step 1 0.615%
Inflation 0.197%**
Bank interest rates -0.796*
Currency 0.414*
Step 2 06231 goge
Inflation 0.190**=*
Bank interest rates -0.677*
Currency 0.287*
Gross domestic product 0.201**
*¥rEpo I ¥ p < 05 Fp < 001

Table 2: Results of multiple regression analyses of inflation, bank interest rates,
Currencies, gross domestic product on composite stock price index

From Table 2: R? explains variants influence IF, SB and NT against CSPI. While the difference in the amount of variance explained
AR2? when GDP variable control variable earlier. The results show that IF, SB and NT accounted for 61.5% of the variance in the stock
price index. NT (B = 0414, p <.005) were the strongest predictors, while SB is a predictor of having a negative influence by CSPI.
When variable construct GDP in the regression model, all the variables explained 62.3% different forms at CSPI variables. Here
proves that the GDP variable control variables before (AR2? = 0.008).
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Dhpengdiant variabla Composita

Indiapemdont varigblaz stock price indax
E B= ARE

Stap 1 0.536*
Inflation L 1T
Grozs domestic product 062>
Stap 2 0.561%] 0025
Inflation -1.052%
Gopes diomastic poodnct 0,205+
Inflation x Gooes domestic product 0767
St=p 3 0. 506*
Bank intsrest ratas 0345
Gops dommastic product 0,450
Stap 4 0.587+] 0.001%
Eank imterast rates 40.216ns
Grozs domestic product 0.615n:
Bank intsrsst £ates x Gooss domestic product 0. 1{04ns
Stap 5 0517
Cumancy 0.054n:
Groes domeastic product . T54%
Stap & 0.524% ] 0.0DT*
Curency -1 (Mlms
Grozs domestic product 40.237ns
Curency x Groes domeastic product 1.828n:
Stap T 0623
Inflation 0. 150
Eank imterast rates DT
Crency 0287
Grozs domestic product 0201 +*
Step B 0.675%] 0053
Inflation 0.543n:
B anl: interest rates 1.078n:
Cumamcy -1.B52%
Grozs domestic product -0.874ns
Inflation x Gooes domeastic product 0. 6356n:
Bank intsrs:t rates x Gopss domestic product -1.403%

Table 3: Results of moderated regression analyses for Gross domestic product as the moderator

From Table 3 step 1 and 2, when done IF and GDP regression, linear effects of IF (§ = - 0174, p <.05) and GDP ( = 0622, p <.001)
accounted for 53.6% of the variance in CSPI, when added interaction of both, the results indicate rising and significant variance to
56.1%. Figure 1, shows plots of the quadratic effect of the moderation of the GDP in the relation between IF and CSPI, the picture
shows that GDP is positively and significantly moderate the relationship between IF and CSPI. Interpretation of the regression line

shows that there is an interaction for the outcome variable regression predictor variables change as a function of moderator variables
(Cohen et. al., 2003).
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Figure 1: Plots of the quadratic effects moderated of Gross domestic product on relationship of inflation with composite stock price index

From table 3 step 3 and 4, when done SB and GDP regression, linear effect of the IF (f = - 0.345, p <.01) and GDP (f = 0499, p
<.001) accounted for 58.6% of the variance in CSPI. When added to the interaction of the two, the results show the value rises and no
significant variance becomes 58.7%. Figure 2, shows plots of no quadratic effects of the moderation in GDP in the relationship
between SB and CSPI, the picture shows that GDP is positively not significantly moderate the relationship between SB and CSPI.
Interpretation of the regression line shows that there is no interaction for the outcome variable regression predictor variables change as

a function of moderator variables (Cohen et. al., 2003).
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Figure 2: Plots of the quadratic effects moderated of Gross domestic product on relationship of bank interest rates with composite stock price index

From Table 3 step 5 and 6, when done NT and GDP regression, linear effect of NT (§ = - 0054, ns) and GDP (B = 0754, p <.001)
accounted for 51.7% of the variance in CSPI. When added to the interaction of the two, the results show the value of the variant and
no significant rises to 52.4%. Figure 3 shows plots of no quadratic effect of moderating GDP in the relation between NT and CSPI.
Figure 3 shows that GDP is positively not significantly moderate the relationship between the NT and CSPI. Interpretation of the
regression line shows that there is no interaction for the outcome variable regression predictor variables change as a function of

moderator variables or moderating effect was not significant (Cohen et. al., 2003).
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Figure 3: Plots of the quadratic effects moderated of Gross domestic product on relationship of exchange with composite stock price index

5. Conclusion

Based on the analysis and discussion of the results of this study concluded:

1. Inflation, interest rates, exchange rate significantly influence the stock price index.

2. Gross domestic product is significantly moderating the effect of inflation on the stock price index

3. Gross domestic product did not significantly moderate the influence of interest rates and the exchange rate of the composite stock
price index

6. References

1.

ii.

il.

Agustina and F. Sumartio (2014) Analisa Faktor-Faktor Yang Mempengaruhi Pergerakan Harga Saham Pada Perusahaan
Pertambangan. Jurnal Wira Ekonomi Mikroskil Volume 4, Nomor 01, April 2014

Amperaningrum, I., and R.S Agung (2011) Pengaruh Tingkat suku bunga SBI, Nilai Tukar Mata Uanmg Dan Tingkat Inflasi
Terhadap Perubahan Harga Saham sub Sktor Perbankan Di Bursa Efek Indonesia. Proceeding PESAT, Universitas
Gunadarma, Vol 4 Oktober 2011, ISSN 1858-2559

Brigham, E.F and J.F. Houston (2010). Manajemen Keuangan . Buku 2 Edisis 11. Salemba Empat.

iv. Clark A.G,Szumski, F.M., Bell, K.A., Keith, L.E., Houtz, S.,and, D.A Merriwether (1990), “Macroeconomics for Managers”,
Allyn and Bacon, Singapore
v. Cohen. I., Marion L and Marrisson K (2003) Research Methods in Education 5 th, ed London Routledge
vi. Dornbusch, R., S. Fische.r, and R. Starz (2008) Makro Ekonomi. Terjemahan oleh Roy Indra Mirazudin Jakarta PT Media
Global Edukasi
vii. Downes . J andJ.EGoodman (2004) Dictionary of Finance Investment Terms. United State of America
viii. Ebert . R. J.and R. W. Griffin, (2007) Business Essentials (10th Edition) ISBN-13: 978-0133454420
ix. Emery, D.R., J.D.Finnerty and J..D Stowe, (2001). Principles of Financial Management Prentice Hall, A Simon & Schuster
Company Upper Saddle River, New Jersey 07458
x. Ghozali. I. (2013). Aplikasi Analisis Multivariate dengan Program SPSS, cetakan ke VII, Badan Penerbit Universitas
Diponegoro. Semarang.
xi. Gitman and J.Lawrence (2009). Principles of Managerial Finance, Twelfth Edition, Pearson Education, Inc, United States of
America
xii. Hooker, A.M. (2004). Macroeconomic Factors and Emerging Market Equity Return: A Bayesian Model Selection Approach.
Emerging Markets Review 5:379-387
xiii. Horne, J.C. and J. M. Wachowicz (2012) Financial Management, Terjemahan Quratul’ain Mubarakah, Edisi Ketigabelas,
Salemba Empat, Jakarta
xiv. Jones. C.P, (2008). Investments, Analysis and Management Sixth Edition, John wiley & Sons. New York Chichester
Weinheim BrisbaneToronto Singapore
xv. Kewal. S.S, (2012) Pengaruh Inflasi, Suku Bunga, Kurs dan Pertumbuhan PDB, Jurnal Economia, volume 8, Nomorl April
2012
xvi. Kuncoro, M. (2009) Metode Riset Untuk Bisnis dan Ekonomi, Bagaimana meneliti dan menulis Tesis. Edisi 3, Erlangga
Jakarta
xvii. Madura, J. (2005) International Financial Management, Fourth Edition, West Publising Company, USA
xviii. Mankiw, N.G. (2003) Teori Makroekonomi, Penerbit Erlangga
xix. Mishkin, F.S. (2004) The Economic of money Banking & Financial Market. Seventh Edition New York Colombia University
Press
xx. Nanga, M. (2001). Macroeconomi Edisi 1 PT Raja Grafindo Persada Jakarta.
xxi. Puspopranoto, S. (2004) Keuangan Perbankan dan Pasar keuangan, Konsep, Teori dan Realita. Cetakan Pertama, LP3ES
Jakarta
xxii. Reilly, F.K., and Brown, (1997) Invesment, The Dryden Press International Edition, Third Edition, USA
41 Vol 5 Issuel January, 2017



The International Journal of Business &Management (ISSN 2321-8916) www.theijbm.com

XX1il.
XXiv.

Samsul, M. (2006) Pasar Modal dan Manajemen Portofolio, Erlangga Jakarta
Samuelson, P.A.and W.D. Nordhaus (2002) Economics, MC-Graw Hill Company, Fifteenth Edition, McGraw Hill Inc,.
Tokyo

xxv. Stoner, Freeman and Gilbert (1995). Pengantar Bisnis Graha Ilmu Yogyakarta
xxvi. Subagyo., F.Sri., B.Rudy., P Astuti dan algifari (2002) Bank dan Lembaga Keuangan Lainnya. Edisi 2. Yogyakarta, Yayasan
Keluarga Pahlawan Negara.
xxvii. Sugiyono, (2012) Metode Penelitian Kuantitatif Kualitatif Dan R & D, Alfabeta, Bandung
xxviii. Tandelilin, E. (2010) Portofolio dan Investasi: Teori dan Aplikasi. Edisi 1 Yogyakarta: Kanisius
xxix. Utami, M. And M. Rahayu (2003), Peranan Profitabilitas, Suku Bunga, Inflasi Dan Nilai Tukar Dalam Mempengaruhi Pasar
Modal Indonesia Selama Krisis Ekonomi, Jurnal Manajemen & Kewirausahaan Vol.5. No 2 September 2003: 123-131
xxx. Weston, J.F and E.F. Brigham (2001) Dasar-Dasar Manajemen Keuangan, terjemahan Alfonsus Sirait. Jilid 1, Edisi
Kesembilan, Penerbit Erlangga Jakarta
42 Vol 5 Issuel January, 2017



