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Abstract: This research aims to determine those influence of inflation, interest rates, 

exchange rates, world oil prices and world gold prices against the property sector stock index 

which registered In Indonesia Stock Exchange. These population of research were all 

activities from monthly movement of property sector stock index, inflation, exchange rates, BI 

interest rates, world oil prices and world gold prices. The sample chosen method by 

purposive sampling where the researcher gathered its data based on proficiency strategies or 

personal considerations, selecting data based on these following criteria: 1) Availability of 

macro economic data that affects shares from property sector during January 2016 to 

December 2019; and 2) Availability of property stock index data from January 2016 till 

December 2019. The model used in this research was the Vector Error Correction Model 

(VECM). With The results showed that: 1) ISP responsiveness to inflation movements where 

stumbled or shocks that occur on inflation had positive influence towards ISP movements; 2) 

Responsiveness of ISP to instability or shocks that occur in exchange rates will negatively 

affect ISP movements; 3) Those responsiveness of ISP to the BI rate movement was responded 

positively; 4) Based on these results from research conducted, the ISP responded negatively 

on stumbled or shocks towards oil price movements; and 5) ISP responsiveness to movements 

or shocks to gold price had been responded positively by the ISP. 

Keywords: Inflation, interest rates, exchange rates, world oil prices, world gold prices, 

property sector stock index (ISP). 

 

INTRODUCTION 

Indonesia economy has experienced growth of around 5% in the last 10 (ten) years (2010 

to 2019) which has been greatly supported by the growth of real sector, one of which is the 

construction sector which includes the property industry. The real sector, especially property 

industry, it could be used as indicator for the rise of country's macro economic conditions 

which also prevailed in Indonesia.  
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Figure 1. Indonesia's Economic Growth 

Source: Bank Indonesia (Indonesian Economic Report) 
 

The global financial crisis that occurred in 2008 was preceded by the collapse of 

subprime mortgage bonds (mortgages) in which debtors had experienced defaults. The fall in 

price of subprime mortgage bonds resulted in losses to banks and fund management companies 

that did not only come from the United States, causing stock prices all over the world to fall, 

including Indonesia.  

There were at least 2 (two) direct influence from global financial crisis on Indonesia 

economy. First, these influence on the condition of Indonesian stock exchange index where 

foreign investors still dominate the share ownership on IDX with 52% at the end of 2018 (CNN 

Indonesia, 2019), However it causing of stock market to be very sensitive towards global 

financial conditions because it was related to financial capabilities of capital owners. The 

second influence is on export-import sector, where the decline in economic performance in 

Indonesia's export destination countries will also directly impact to Indonesia's export and 

import.  

Global financial crisis that occurred also affected these Macro economic conditions in 

Indonesia, including interest rate. Interest rates are used as one of fundamental factors to invest. 

The increase in interest rates makes investors tend to prefer banking investment instruments 

such as deposits rather than stocks and bonds investment instruments that have lots of risk. 

This condition created the capital market especially in developing countries like Indonesia, had 

experienced a shock.  

There had probability that the composite stock price index (IHSG) and the primary sector 

stock price index (IHSP) were also affected by interest rates. From the research results which 

conducted by Yuanisa (2013), where interest rates had significant and negative influence 

against IHSG. Meanwhile, research that conducted by Taufiq and Kefi (2015), shows that 

interest rates had negative and significant impact on IHSG. There are differences from results 

whom conducted by Aliyah (2016), it shows that interest rates had positive and significant 

impact on IHSG. 

The macro economic variable which also affects stock price changes is foreign exchange 

rate. The increase in interest rates as a result from global financial crisis resulted in 

depreciation of local currency, was indicated a weakening of economy so investors will be 

aware when investing their funds, resulting in reduced demand for stocks which causing a 

decline in stock prices.  

From these results from research whom conducted by Kewal (2012), it shows that 

exchange rate had negative and significant impact towards IHSG. However, the research 

results from Kusuma and Badjra which said that exchange rate had positive and significant 

impact towards IHSG. Another factor that also affected by global financial crisis and would 

affect the movement of IHSG and ISP values was inflation. High inflation causes people's 

purchasing power to decline and the price of production factors to increase, therefore inflation 

is the main reason for investors to fund to protect property values from inflation rate so they 

could continue to maintain their purchase power.  
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From these results from research conducted by Taufiq and Kefi (2015), said where 

inflation had significant and positive influence on IHSG. While the results from research whom 

conducted by Maurina (2015), said that inflation rate had positive and insignificant impact 

towards IHSG . Different results were shown from research that conducted from Sunardi and 

Ula (2017) showing that inflation had negative and significant influence towards IHSG. 

Other macro economic factors whixh had impact towards the movement of IHSG value 

were world oil prices and world gold prices. Crude oil is an indicator that affects the global 

economy, usually price standard is West Texas Intermediate (WTI). Meanwhile, gold is one of 

the most preferred forms of investment because it tends to be risk free because its value is 

stable and rising. The benchmark which common used as reference price for gold was formed 

on Metal Exchange Market in London, which is the London Metal Exchange (LME).  

From these results from research which conducted by Oktarina (2016), stated that world 

oil price had negative influence towards IHSG, while the world gold price had positive impact 

towards IHSG. Research results from Fardiansyah Siagian and Sihombing (2018) stated that 

world oil price had positive influence towards IHSG and world gold prices had positive impact 

over IHSG.  

According to background description that presented above and from several prior 

research result there still had research gap with different results. The purpose to carry out 

empirical examination was to proved that relationship between these variables whether partial 

or together or both, directly or indirectly or both, as well as positive or negative. Therefore it is 

interesting to investigate furthermore regarding about the relationship between these variables 

which from interest rates, exchange rates, inflation, world oil prices, world gold prices and 

IHSG. Furthermore, this research use the sectoral of IHSG, namely property stock index (ISP), 

this because the ISP has opposite movement from IHSG. Therefore created the research with 

title "Determinant Analysis in Property Stocks Index at Indonesia Stock Exchange". 

 

THEORETICAL REVIEW 

Portfolio 

Zubir (2011) argues that stock portfolio is an investment consisted of various shares from 

different companies with hope that if one stock decreased, the others would increased, then the 

investment will not experience loss.  

 

Arbitrage Pricing Theory (APT) 

According to Zubir (2011), APT is an approach in which determining the price of an 

asset which not only based on one variable, but many variables. In APT, to gained the expected 

profit, investors do not need to identify market portfolio because its possible to use more than 

one variable. The APT model for systematic risk estimation of stocks could be drawn as its 

follows (Tandelilin, 2010): 

Ri = ai + bi1 F1 + bi2 F2 + … + bin Fn + ei ……………………………………………...….. (1) 

The APT model for calculating these expected stock returns could be seen as its follows 

(Tandelilin, 2010):  

E(Ri) = Rf + Bi1(E(F1) – Rf) + bi2(E(F2) – Rf) + … + bin (E(Fn) – Rf) …………………… (2) 
 

Capital Market 

According to Law No.8 of 1995 that concerned about Capital Market, could said that 

Stock Exchange is a party that organizes and provides a system and / or means by bringing 

together other parties' buying and selling offers for the purpose of trading Securities between 

them. 

https://dinastirpub.org/DIJMS


Volume 2, Issue 2, November 2020  E-ISSN : 2686-522X, P-ISSN : 2686-5211 

 

 

Available Online: https://dinastipub.org/DIJMS Page 258 

Stock 

Shares are proof of ownership from company as a claim on company's income and assets. 

Tandelilin (2010) stated that shares are proof of ownership to assets of the company that 

publishing in form of shares.  

 

Composite Stock Price Index (IHSG) 

 The Stock Price Index which stated by Sawidji is a summary of simultaneous and 

complex impact on various influencing factors, especially economic phenomena. According to 

Masodah (2012), the Stock Price Index functions as an indicator on stock market trends that 

describes market conditions in certain conditions, whether the market is active and sluggish, 

index movement is an important indicator for investors to determine whether they will sell, 

hold, or buy shares in certain amount.  

 

Inflation 

According to Irham (2015), inflation was an event that describes a situation and condition 

where the price of goods had increased and the currency has weakened. In economics, inflation 

is a process of increasing prices in general and continuously related to market mechanisms 

which could be caused by various factors, such as, an increased in public consumption, excess 

liquidity in market that triggered consumption or even speculation, including the consequences 

of not smooth distribution of goods.  

 

Exchange Rate 

Sukirno (2009) stated that exchange rate is amount of domestic money needed to buy or 

obtain one unit of foreign currency. Exchange rates could be calculated by following these 

formula:  

Q = 𝑆
𝑃

𝑃∗
 ……………………………………………………………………………………... (3) 

 

Interest Rate Parity Theory (IRP) 

IRP is an equilibrium condition where the difference in interest rates between two foreign 

currencies is offset by the difference between the forward rate and the spot rate. In IRP, the 

relationship between forward premium (or discount) and the difference in interest rates is 

formulated as follows:  

P =
𝐹−𝑆

𝑆
= 𝑖ℎ − 𝑖𝑓 …………………………………………………………………………... (4) 

The greater the difference in foreign interest rates over domestic interest rates, the greater 

the forward discount generated by IRP model. 

 

Interest Rate 

According to Hasyim (2016), he said that interest rate is the value or price that must be 

paid by borrowers or users to obtain funds from fund providers or owners within mutually 

agreed period of time. Classical economists argued that the supply and demand for investment 

in capital market would determines the interest rate.  

 

Theoretical Framework and Hypothesis 

Based on theory and several prior reseaech, the provisional conclusions are the inflation 

rate, interest rate, exchange rate, world oil price and world gold price each of them had affect 

to ISP. 

H1: Inflation rate had negative influence on ISP 
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H2: Interest rate had negative impact towards ISP 

H3: Exchange rates had negative influence towards ISP 

H4: World oil prices had negative impact against ISP 

H5: World gold price had negative influence over ISP. 

 
Figure 2. Theoretical Framework 

 

RESEARCH METHODS 

This research used research type of quantitative approach. This research consists of three 

independent variables and one dependent variable. In this research, the independent variables 

are inflation, interest rates, exchange rates, world oil prices, and world gold prices, while 

dependent variable is property sector stock index (ISP).  

Population from research were all monthly movement activities from property sector 

stock index, inflation, exchange rates, BI interest rates, world oil prices and world gold prices. 

The sample chosen method used purposive sampling where the researcher choose data based 

on proficiency strategies or personal considerations, selected data based on these following 

criteria: 1) Availability of macro economic data that will influence the property sector stocks 

from January 2016 till December 2019; and 2) Availability of property stock index data from 

January 2016 to December 2019.  

Data used in this research topic were secondary data as endogenous variables in form of 

monthly data. Data gathered was obtained from data that published in general from January 

2016 to December 2019. Research on these determinants of property sector stock index will be 

carried out by time series data with the Vector Auto Regression (VAR) approach if the data 

used stationary and there's no cointegration or the Vector Error Correction Model (VECM) 

approach if the data used was found to be not stationary but there had cointegration.  

 

RESULT AND DISCUSSION 

Data Stationarity Test 

The first step that must be taken in estimating these economic model using time series 

data is by examined the data stationarity with the unit root test. ADF test results was indicated 

that the data is not stationary at the same level or grade. Overall data, stationary at the first 

level or first difference (1st Diff) for all variables in these research. 
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Table 1. ADF Test Method of Stationary Test Results 

 
Source: Data Processed Result 

 

Determination of the Optimum Lag Length 

Choice of lag length by compared those criteria of Likelihood Ratio (LR), Akaike 

Information Criterion (AIC), Schwarz Information Criterion (SC), Final Prediction Error (FPE) 

and Hannan-Quinn Information Criterion (HQ). Based on these optimum lag test result, it 

shows that in this research model the optimum lag was 2 because it was significant based on 3 

statistical criteria, namely: LR, FPE, and AIC. Determination of optimum lag length aims to 

determine the optimal type of long-term cointegration. 

Table 2. Output Lag Order Selection Criteria 

 
Source: Data Processed Result 

 

Stability Test 

The stability test used in this research was the stability condition check approach through 

the roots of characteristic polynomial. Based on these stability test result, it shows that the 

invers roots value of VAR model did not had modulus value which greater than one. It could 

be Said that VAR model with optimal lag length of 2 was stable. In other words, that VAR 

model in this research filled the stability requirements.  

Table 3. Roots of Characteristic Stability Polynomial Test Results 

 
Source: Results of Data Processed 
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Johansen Cointegration Test 

The purpose of these Johansen cointegration test was to find out whether set of variables 

in a research model is co-integrated or has an equilibrium relationship in the long run. The 

results from this Johansen cointegration test based on trace statistics was indicated that the 

variables in this research model had cointegration. Cointegration level was at 1 cointegration, 

this is based on the trace statistic cointegration probability value < 5%. 

Table 4. Results of Johansen Cointegration Trace Statistics 

 
Source: Results of Data Processed 

 

Level of cointegration between Johansen Cointegration Trace Statistic method (Table 4) 

and Max-Eigenvalue Statistic method (Table 5) has similiar cointegration value, which is at 

level 1 cointegration, therefore cointegration model in this research was stable. These 

following are the results from cointegration test with Max-Eigenvalue Statistic method: 

Table 5. Results of Johansen Cointegration Max-Eigenvalue Statistic 

 
Source: Results of Data Processed 

 

The results from Johansen cointegration test (Table 5) based on Max-Eigenvalue Statistic 

number was indicate that there has cointegration in this research model. According to value of 

the Max-Eigenvalue cointegration probability there is 1 cointegration which has a value below 

5% (<5%). Thus, the results from this cointegration test was indicated that between the 

movements / changes in variables of model there had relationship or attachment, so long-term 

estimates could be made up. Because there had cointegration between these variables, so the 

model used were the model from Vector Error Correction Model (VECM).  

 

Vector Error Correction Model (VECM) 

The results of these stationarity test had shows that overall data was stationary at first 

difference level and there had cointegration in the dynamic regression model, so the Vector 

Error Correction Model (VECM) is the right model to be used in this research. The VECM 

model in this research used lag 2 based on the results from optimum lag length test. Created a 

VECM model was also applied because the lack of theory related to these variables in the 

model.  

The estimation results from VECM model, on VECM model was explained that the 

relationship between independent variables (inflation, exchange rates, interest rates, oil prices 
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and gold prices) towards dependent variable (Property Sector Index), Beside that, looking at 

these relationship of dependent variable itself in the model, such as variable ISP to ISP with 

cointegration value in VECM model had described that usefulness of lag in the model. Based 

on optimum lag test result, the use of cointegration in this model were also based on these 

results from optimum lag test, which is 2 lags, so the cointegration value also used 

cointegration level 1.  

Table 6. Estimation Results of Vector Error Correction Model (VECM) 

 
Source: Data Processed Results 
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1) Inflation variable in these short term had no influence on property sector index for both lag 

1 and 2, this could be seen from the t-value <t-table for the short term. In long run, 

inflation had positive impact towards property stock index with t-value in the long run > t-

table. 

2) From results show that t-value of exchange rate variable for both short and long term < 

compared to t-table value, so exchange rate variable had no influence to property stock 

index. 

3) Sensitivity of interest rates in influenced these property stock index that could be shown in 

short term (for lag 1) and in the long run the t-count value from interest rate variable > 

compared to t-table, which means that interest rates had an affect towards property stock 

index for short and long term. 

4) The oil price variable had t-count > t-table value, meaning that oil price had an influence 

towards property stock index, but these influence was positive and only occurs in long 

term. 

5) The gold price variable had t-value > t-table for both long and short term (lag 1), therefore 

gold price had influence against property stock index. A negative coefficient value was 

indicates that gold price was increased, property stock index will decrease. 

 

Impulse Response Function (IRF) 

This analysis is short-term and long-term simulation of the impulse response for variable 

due to shocks that occur in independent variable. If there has shock to inflation, the response to 

property stock index will be negative during these observation period (10 months) and this 

could be seen in Figure 3 from period 1 to period 10, the response to property stock index was 

negative. This shows that if there had an increased in the price of domestic goods, investors 

will tend to hold their investment in property stocks and turn to savings as precaution in the 

face of uncertainty in the future. 
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Figure 3. ISP Responsed on INF 

 

Exchange rates are another macro economic variable that had influenced towards ISP 

movements. If there has instability in rupiah exchange rate, the property stock index will 

respond negatively. Figure 4 explained that during these observation period (10 months) the 

property stock index shown negative response from first to the tenth period. The instability in 

exchange rate would have an impact towards customers and producers, especially for producers 

whose production factors depend on foreign sources, which will increase their production 

costs. The increase in production costs will encourage producers to increase the price of goods, 

resulting in increase in price of goods in the market. The increase in price of goods caused 

investors to hold their investment in property shares.  
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Figure 4. ISP Responsed on Exchange Rates 

 

Figure 5 shows positive response of property stock index to shocks in interest rates from 

first to tenth periods. Global uncertainty had prompted monetary policy makers to adjust 

interest rates in order to triggered domestic economic growth. Adjustments to interest rates 

encourage investors to keep investing in property stocks, this could be seen from these positive 

response of property stock index during these observation period.  
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Figure 5. ISP Responsed on BI Rate 

 

During these observation period, from first to tenth period, when there was shock to oil 

price, the property stock index would respond negatively. The increase in oil prices will affect 

domestic production, which mostly used fuel oil as its production factor. The increased in 

production costs will encourages producers to increase the price of their goods which in results 

of inflation. The increase in price of goods prompted investors to hold back their investment in 

property shares, resulting in a disinvestment in property shares.  

-.04

-.02

.00

.02

.04

.06

1 2 3 4 5 6 7 8 9 10

Response of LOG(ISP) to LOG(OP)

Response to Cholesky One S.D. Innovations

 
Figure 6. ISP Responsed on OP 
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Amid global uncertainty, it is possible to experienced shock in gold price. When the gold 

price had experienced shocks, it could be breath of fresh air to property stocks because 

investors will divert their investment funds to other sectors, one of that is property stocks and 

this was evidenced by Figure 4.5, such as when shock occured in gold price, the property stock 

index will respond positively to first period until tenth period. 
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Figure 7. ISP Responsed on GP 

 

Forecasting Error Variance Decomposition (FEVD) 

Forecast Error Variance Decomposition (FEVD) is a method that could be used to see 

how changes in variable were indicated by changes in error variance which influenced by other 

variables. 

FEVD analysis explained that the relationship between the property stock index (ISP), 

inflation (INF), exchange rate / exchange rate, interest rate (SBI), oil price (OP) and gold price 

(GP). These test results was illustrated the prediction of percentage contribution to ISP variable 

variants to changes in INF, Kurs, SBI, OP and GP variables. In first period that the property 

stock index was explained by these variable itself 100.00%. 

Table 7. Results of Forecasting Error Variance Decomposition 

 
 

CONCLUSION AND SUGGESTION 

Conclusion 

From these research results which has been done, independent variables for inflation, 

exchange rates, BI rate, oil prices, and gold prices generally could impact those property stock 

index for long term. Based on these results obtained from the impulse response function (IRF) 

and variance decomposition (FEVD), each of determinant factor would shocks and influence 

towards ISP as follows: 
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1) Inflation 

Based on these results from data processed, it could be seen that responsiveness of ISP to 

inflation movements where stumble or shocks that occur in inflation had positive influence 

on ISP movements. Meanwhile, from these analysis of variance decomposition by inflation 

variable to contribute towards movement of ISP, it was found that these contribution to 

inflation was 7.11%. The size of this contribution was an indication that inflationary 

movements had an influence against ISP movements.  

2) Exchange Rate 

Based on statistical analysis result, it could be seen that responsiveness of ISPs to 

instability or shocks that occur in exchange rates will negatively affect ISP movements. 

Meanwhile, when viewed from these results of analysis on variance decomposition, the 

exchange rate variable gave the most dominant contribution compared to other 

independent variables. This concludes that exchange rate movements had an influence on 

ISP movements. 

3) BI Rate 

From these analysis, it was found that responsiveness of ISP to BI rate movement was 

responded positively, this means that interest rate adjustments encourage investors to 

continue investing in property stocks. Meanwhile, from these analysis of variance 

decomposition on BI rate variable, it contributed 8.86% to ISP movement. The amount of 

these contribution is an indication that BI rate movement had impact over ISP movement.  

4) Oil Price 

Based on these research results that conducted, ISP responded negatively stumble or 

shocks to oil price movements. The price of increase will push production cost to increase 

until goods price were Increased. The increase in price makes investors hold back 

investment in property stocks. Meanwhile, the contribution to ISP movement based on 

variance decomposition analysis for oil price variable had contribution to 6.82%. This was 

indicated that oil price movements had impact towards ISP movements.  

5) Gold Price 

From these analysis, it was found that ISP's responsiveness to movements or shocks over 

gold price was responded positively by ISP. Gold could be an option in invest because the 

risk is relatively low compared to stock investment, however if shock occurs in gold price, 

investors will shift their investment to other sectors, including property stocks. Meanwhile, 

from these analysis of variance decomposition on gold price variable towards ISP 

movement, these contribution to gold price movement is a factor that also dominant 

compared to other variables.  

 

Suggestion 

From these conclusions result which have been described, the author could provide 

advice to investors or capital market players in particular and the author would continue these 

research in order to improve it. 

1) From these resulting description of responsiveness and contribution portion of determinant 

factors that have been described, it is hoped that investors or capital market players could 

observe when shock or instability was occurs to these variables as a basis for risk 

mitigation in placing their investment. 

2) Macro variables play an important role in sustainability of domestic economy, including 

these capital market. Macro economic variable stability will strengthen the foundations of 

domestic economy so as to create a conducive environment for investment. Macro 
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economic stability is an important factor used by investors in making investment 

decisions.  

3) Researchers could use a variety of other independent variables either by maintain this 

existing variables or adding new variables that aimed to seeing the impact on other sectors. 

The research period was carried out by considering the changes that occur in macro 

economic factors in economy occured. 
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