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INTRODUCTION

Investors believe that economic factors have a major impact on developments in the
Islamic capital market. This study aims to describe and analyze macroeconomics
of the Indonesian Sharia Stock Index (ISSI). The sample of this study consisted of
84 data consisting of all population data, namely all data on closing prices at the
end of each month from exchange rates, BI Rate, inflation, world oil prices, world
gold prices, and the Indonesian Sharia Stock Index (ISSI) for the period January
2013 - December. 2019. The analysis technique used is the Error Correction Model
(ECM). The results showed that in the short term the exchange rate variable had a
significant effect on the ISSI, while the BI Rate, inflation, world oil prices and world
gold prices had no effect on the ISSI. In the long run, the variable exchange rate, BI
Rate, inflation and world gold prices have a significant effect on the ISSI, while the
world oil price variable has no effect on the ISSI.

that need funds (Utama & Puryandani, 2020).
In Indonesia the capital market is regula-

An increasingly advanced economic de-
velopment will open people’s minds to a more
modern direction, especially in terms of investing
the funds they have. The public will increasingly
understand about investment choices considering
the risks that may be faced in the future (Oktavia-
ni & Wijayanto, 2015).

The presence of a capital market in a
country is considered very important to drive
the national economy which functions as a faci-
lity provider to facilitate companies and issuers
in obtaining funds (Rachmawati & Laila, 2015).
Economic stability in a country has an impact on
performance in the country’s capital market, as
well as the capital market in Indonesia (Ningsih
& Cahyaningdyah, 2014).

Capital market conditions in Indone-
sia are reflected in the stock price index. Ac-
tivities that occur in the capital market are
demand and supply activities between inves-
tors who have excess funds and companies

ted in Law Number 8 of 1995. However, the exis-
ting capital market contains various things that
deviate from sharia principles (Nazir, 2016). This
is a problem because Indonesia is one of the lar-
gest Muslim countries in the world (Suciningtias
& Khoiroh, 2015), which of course the majority
of the population in Indonesia is Muslim.

In recent years, Islamic finance activities
have attracted great attention around the world
(Kumar & Sahu, 2017). In Islamic investment
that existed and taught during this time, there
was with in Islam it is different from conventio-
nal investment. There are many things that make
investors interested in replacing conventional
systems with Islamic systems. The public views
that the sharia economy contributes optimally in
boosting economic growth (Novitasari & Khoir-
uddin, 2017).

The shares of companies that are listed
in sharia are very different from the shares of

companies that are not included in the sharia
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list, this is because to be included in the list of
sharia stocks, a company must be able to meet
the stipulated criteria for the list of Islamic sha-
res (Khoiruddin & Faizati, 2014). Islamic stocks
are considered superior to conventional stocks.
It can be seen from the transactions on Islamic
stocks that are halal and clean from the elements
of fraud and manipulation. This reason indirectly
also makes sharia shares the preferred stock (Ar-
dana, 2016).

The Islamic capital market in Indonesia is
growing rapidly with the birth of the Indonesian
Sharia Stock Index (ISSI) issued by the National
Sharia Council of the Indonesian Ulema Council
(NSC-IUC) and Bapepam-LK on May 12, 2011.
ISSI is a Sharia Stock Index consisting of all sha-
res listed on the Indonesia Stock Exchange and
joined in the Sharia Securities List (SSL) (Suci-
ningtias & Khoiroh, 2015).

The growth of the Indonesian Sharia Stock
Index (ISSI) is higher than the Composite Stock
Price Index (CSPI). Sharia stock index growth is
considered to have more advantages compared
to conventional stocks. This is the reason for the
researcher to choose ISSI as the research variab-
le. However, the Indonesian Sharia Stock Index
(ISSI) does not always increase, but also decrea-
ses (Ardana, 2016).

Every development in the Islamic capital
market cannot be separated from the influence of
macroeconomic factors. If the macroeconomic
conditions of a country change, investors will first
confirm the positive and negative impacts before
making a decision to buy or sell shares (Sanjaya &
Wijayanto, 2019). Investors generally believe that
macroeconomic activities have a major impact on
the volatility of stock prices (Kisten, 2019).

Over the past few years, the relationship
between macroeconomic variables and stock le-
vels has come under scrutiny among practitio-
ners and academics (Kumar & Sahu, 2017). The
macroeconomic environment is an environment
outside the company that affects the daily ope-
rations of the company (Andriyani & Armeren,
2016). Several macroeconomic factors that are of-
ten associated with the capital market are fluctu-
ations in interest rates, the rupiah exchange rate,
inflation and GDP growth (Kewal, 2012). Infla-
tion rate and interest rate are two main macro-
economic variables that generally have a major
impact on the economy, especially on the stock
market (Eldomiaty et al., 2020).

Other important factors that are able to in-
fluence the development of the sharia index are
macroeconomic and monetary variables such as
Bank Indonesia Syariah Certificates, inflation,

money supply, exchange rates and others (Su-
ciningtias & Khoiroh, 2015). Apart from these
reasons, the choice of rupiah exchange rate or
exchange rate, Indonesian bank interest rates, in-
flation, world oil prices and world gold prices as
research variables is also due to the existence of a
research gap in previous studies.

Previous research has shown mixed results
regarding the macroeconomic influence on the
stock index. The results of research Tjun and
Panjaitan (2019) state that the exchange rate has
a significant negative effect on the stock index.
While the results of research conducted by Nur-
hayati et al. (2019) stated that the exchange rate
has a significant positive effect on the stock index.

The results of research on the effect of the
BI Rate level on the stock index conducted by Sa-
putra et al. (2017) stated that the BI Rate has an
insignificant positive effect on the stock index. In
contrast to the research results of Widyasa and
Worokinasih (2018) the BI rate has a significant
negative effect on the stock index.

The empirical evidence about the effect of
the inflation rate on the stock index by Mashudi
et al. (2019) stated that inflation has a significant
positive effect on the stock index. While the re-
sults of research conducted by Suciningtias and
Khoiroh (2015) states that inflation has a signifi-
cant positive effect on the stock index.

The results of research on the effect of
world oil prices on the stock index conducted by
Rahmiyanti and Fianto (2019) state that world
oil prices have a significant negative effect on the
stock index. In contrast to research conducted by
Yusfiarto and Pambekti (2020) which states that
world oil prices have a significant positive effect
on the stock index.

Empirical evidence on the effect of world
gold prices on stock indexes conducted by Hery-
anto (2016) states that world gold prices do not
have a significant effect on stock indices. In cont-
rast to research conducted by Yunita et al. (2018)
which states that world gold prices have a signifi-
cant positive effect on the stock index.

The conclusion from the explanation of
the results of previous research is that there is a
difference so that there is a research gap. The dif-
ference in the results of some of the above studies
makes researchers feel that further research is
needed on changes in macroeconomic variables
that have an impact on the stock index with the
aim of supporting previous studies.

Hypothesis Development
Mishkin (2008) states that the demand
for securities is influenced by the exchange rate,
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wealth, inflation rate and interest rates. An inc-
rease in currency rates will have a different im-
pact for each company. Companies that have debt
in dollars, the impact of the increase in the dollar
will be greatly affected because the company’s
burden to pay off debt is higher. Research con-
ducted by (Osamwonyi & Evbayiro-osagie, 2012)
concluded that the exchange rate has a short-term
positive effect on stock returns in Nigeria. This is
supported by research conducted by Ibrahim and
Musah (2014) which shows that there is a positi-
ve relationship between exchange rates and stock
returns in Ghana.

Exchange rate changes are an area that is
still being debated. Therefore, the relationship
between exchange rates and macroeconomic va-
riables still needs to be studied more deeply. The
exchange rate itself can be used as a parameter of
the strength of a country’s currency value when
compared to the currencies of other countries
(BenMabrouk, 2018). Research conducted by
(Osamwonyi & Evbayiro-osagie, 2012) states that
the exchange rate has a long-term negative effect
on the stock index. This is supported by research
conducted (Yunita et al., 2018) which shows
that there is a negative relationship between the
exchange rate and the stock index. Thus it can be
concluded that the exchange rate has an influen-
ce on the stock index. The BI Rate is one of the
macroeconomic factors that can affect the Indo-
nesian Sharia Stock Index (ISSI).

The BI Rate is the interest rate in response
to changes in inflation and the rupiah exchan-
ge rate as a reference for banking interest rates
such as deposit and savings rates. According to
research from Afendi (2017), states that the BI
Rate has a short-term negative effect on the Sha-
ria Stock Index. According to Kumar and Sahu
(2017), the interest rate is another fundamental
macroeconomic variable that has a significant
impact on stock returns. The results of research
by Andriyani and Armeren (2016), Nasser et al.
(2017), Widyasa and Worokinasih (2018), and
Mushair et al. (2020) support the theory and rese-
arch results above which state that the Bank Indo-
nesia interest rate has a significant negative effect
on the stock index.

Bank Indonesia rate or abbreviated as BI
rate is the basic interest rate applied in the count-
ry of Indonesia. The movement is used as a re-
ference for other interest rates, so that if the BI
rate increases, other debt interest rates will also
increase. (Afendi, 2017) found that the BI rate
has a long-term negative effect on the stock price
index, as well as research by (Nasser et al., 2017)
found that the BI rate also has a negative effect

on the Islamic stock price index. This interest rate
is considered effective in both the real sector, the

money market and the banking sector.

Tandelilin (2010) states that an increase
in inflation as a whole will bring negative signals
to investors in the capital market. Inflation can
increase a company’s revenue and costs. If the
increase in costs is higher than the price increase
that can be enjoyed by the company, then the
company'’s profitability will decrease. The results
of research by Suciningtias and Khoiroh (2015),
obtained evidence that inflation has a negative ef-
fect on the Indonesian Sharia Stock Index (ISSI).
Research conducted by (Afendi, 2017) also ob-
tained the same results that inflation has a nega-
tive effect on the Stock Index. Where if inflation
increases, it will decrease the Indonesian Sharia

Stock Index (ISSI).

When expectations of inflation increase, it
will have an impact on the increase in the nomi-
nal interest rate. An increase in interest rates cre-
ates pressure on prices through the balance of
the money market. For an entrepreneur, inflation
expectations are important, because empirically
the actual increase in inflation in an economy can
affect the level of purchasing power (Aghekyan-
Simonian et al., 2012). The results of the study
(Insiyah, 2017) obtained evidence that inflation
has a negative effect on the Indonesian Sharia
Stock Index (ISSI). Research conducted by (Mut-
taqin, 2017) also obtained the same results that
inflation has a negative effect on the Stock Index.
Where if inflation increases, it will decrease the

Indonesian Sharia Stock Index (ISSI).

The fluctuating world oil price can have a
major impact on the macro economy and the ca-
pital market. For companies that have shares in
the mining and oil commodity sectors, of course
the increase in world oil prices will have a positive
effect because the increase in world oil prices will
increase the level of income or profitability of a
company. This is supported by previous research
conducted by Pardede et al. (2016) which shows
that world oil prices have a positive effect on the

mining sector stock price index.

In contrast to companies that have shares
outside the mining and oil commodity sectors
where the increase in world oil prices will have an
impact on the company’s operating costs which
will be even greater and of course will have an
impact on the level of income or profitability of
a company. This is supported by previous rese-
arch conducted by Gumilang et al. (2014) which
shows that world oil prices have a negative effect

on the composite stock price index.
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As an important commodity, the increase
in crude oil prices causes inflationary pressure
and increases in other commodities so that it can
affect economic growth in the real sector (Ben-

Mabrouk, 2018). This is supported by research
conducted by (Khai et al., 2017) that the price of
crude oil has a long-term negative effect on the
stock index.

Gold can be used as the choice of investors
in investing their funds if the risk arising from in-
vesting in the capital market cannot be compen-
sated for by the rate of return obtained.. This is
also supported by the results of several previous
studies such as research conducted by Afendi
(2017) where the results of his research show that
the price of gold has a negative effect on the stock

price index.

Then the potential return on investing in
stocks or bonds is no longer attractive and is con-
sidered unable to compensate for existing risks,
investors will divert their funds into real assets
such as precious metals or property that are dee-
med more feasible and safe (Heryanto, 2016).
From the results of research conducted by (Pasa-
ribu & Kowanda, 2013) the price of gold can have
an effect on stock prices.

World | g,
ol |-

Price H

World
Gold
Price

Figure 1. Research Model

The hypothesis of this study is:

H1: Exchange rates have a short-term effect on
the stock index.

H2: The BI Rate level has a short-term effect on
the stock index.

H3: A strong inflation rate has a short-term ef-
fect on the stock index.

H4: A strong world oil price level has a short-
term effect on the stock index.
H5: The strong world gold price level has a
short-term effect against the stock index.
H6: Exchange rates have a long-term effect on
the stock index.

H7: The BI Rate level has a long-term effect on
the stock index.

H8: A strong inflation rate has a long-term ef-
fect on the stock index.

H9: A strong world oil price level has a long-
term effect on the stock index.

HI0:A strong world gold price level has a long-
term effect on the stock index.

METHOD

Data and Sample

The type of data used in this research is
quantitative, which is secondary data. This stu-
dy uses data by taking each end of the month
from the variables studied.

The population in this study is all data
on closing prices at the end of each month du-
ring the period January 2013 - December 2019
exchange rates, BI Rate, inflation, world oil pri-
ces, world gold prices, and the Indonesian Sha-
ria Stock Index (ISSI).

The sampling technique carried out by the
author in accordance with the title under study
is nonprobability sampling. sampling techni-
ques that do not provide equal opportunities or
opportunities for every element or member of
the population to be sampled.

Dependent Variables

Sharia stocks in Indonesia, one of which
is the Indonesian Sharia Stock Index (ISSI), is a
stock index that reflects all Islamic stocks listed
on the IDX (www.idx.go.id). The purpose of
establishing JII and ISSI is to increase investor
confidence in investing in sharia-based stocks
and provide benefits for investors in implemen-
ting Islamic sharia to invest in the stock exchan-
ge. In other words, JII and ISSI are used as in-
tegrators for investors who want to invest their
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funds in sharia without fear of being mixed with
ribawi funds (Pasaribu & Kowanda, 2013).

The Islamic stock index uses data in the
form of closing prices. The Indonesian Sharia
Stock Index data is obtained from the Indonesia
Stock Exchange with the type of monthly data
for the period January 2013 to December 2019.

Exchange rate

The exchange rate is the price of one cur-
rency expressed in terms of another currency.
The exchange rate is also an important macro-
economic indicator that affects share prices in
determining the overall performance of the
economy (Cahyaningdyah & Ressany, 2012).
The indicator in this variable is the exchange rate
proxied by the Bank Indonesia standard rate, na-
mely the USD / IDR spot price which is compi-
led based on the interbank interbank exchange
rate of USD / IDR transactions against rupiah
in the Indonesian foreign exchange market.

BI Rate

The BI Rate is the price or loan fee paid
for loan funds. The BI Rate has an impact on
overall economic growth because interest rates
can not only affect consumers’ willingness to
consume or save but also influence their deci-
sion to invest (Mishkin, 2008:4). The BI Rate
represents the one-year interest rate set by Bank
Indonesia which serves as a benchmark for loan
interest rates and savings rates for banks and
non-bank financial institutions throughout In-
donesia (Maharditya et al., 2018). The BI Rate
is measured by the Bank Indonesia Interest Rate
because according to Listriono and Nuraina
(2015) the Bank Indonesia Interest Rate is the
benchmark interest rate for banks, such as the
savings and deposit rates set by Bank Indonesia
to overcome the increase in state inflation.

Inflation

According to Chakimatuzzahroh and
Witiastuti (2018), inflation can be interpreted
as a process of increasing prices with a market
mechanism that applies in an economy. The
amount of inflation can also affect stock pri-
ces and can affect demand for stocks (Ardana,
2016). Inflation data used by researchers is in-
flation in a broad sense obtained from the Bank
Indonesia website and taken monthly data for
the 2013-2019 period. The indicator used to me-
asure the rate of inflation is the Consumer Price
Index (CPI).

World Oil Prices

Oil is an energy source that has many at-
tributes, including resource value, commodity
value and financial implications (Bala & Chin,
2017). Although renewable energy continues to
be developed in line with the advancement of
science and technology, oil still plays an impor-
tant role in fulfilling energy resources (Zhang &
Wu, 2018). The world crude oil price generally
refers to the spot price of the world oil market
per barrel (159 liters) then the standard is the
West Texas Intermediate (WTI) type traded on
the New York Mercantile Exchange (NYMEX)
(Septiawan et al., 2016).

‘World Gold Price

Gold Currency is one of the means of
exchange or means of payment used by world
commodities. The price of the London market
gold standard or commonly known as the Lon-
don Gold Fixing is a gold standard that is of-
ten used as a benchmark throughout the world
(Mushair et al., 2020) the money used in deter-
mining the price of gold is the United States
Dollar, British Pound and Euro. The price used
as a benchmark for world gold contract prices is
the closing price or Gold P.M. (Afendi, 2017).

RESULTS AND DISCUSSION

To test stationarity in this study using the
Augmented Dickey-Fuller (ADF) test. Based on
the ADF at the level and Difference I levels as
follows:

Table 1.The value of the unit root test with the
ADF test method at the level of level and dif-
ference I

Variable Prob. Decision
D@LOG_ISSI) 0.0000 Significant
DLOG_KURS) 0.0000 Significant
D(BIRATE) 0.0000 Significant
D(INFLATION) 0.0000 Significant
D@LOG_WOP) 0.0000 Significant
D@LOG_WGP) 0.0000 Significant

Based on table 1. above the variables D
(LOG_ISSI), D (LOG_KURS), D (BIRATE),
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D (INFLATION), D (LOG_WGP), and D
(LOG_WOP) have a Prob value. ADF of 0.0000
<a critical value of 0.05, it can be concluded

Table 4. Short-term Regression Estimation Re-
sults

that the variable is significant in Difference I. Variable  COcffi-  tstatiss L Adjust-
Because all variables are significant in Diffe- cient tics * edR?
rence I, it can be continued to the next stage. C 0.006032 1.994773 0.0499*%
D(LOG_
Table 2. Estimation Results of Long-Term Re-  KURS) 0646884 -4.7173710.0000%
gression D(BI
RATE) -0.018700 -1.951377 0.0550d
Vari-  Coeffi-  t-statis- Adjust- D(INFLA 0.382122
0.004348 -0.925911 0.3576d Y
able cient tics Prob. ed R? TION)
LOG D(LOG_
— 0.071801 -0.652711 0.5161d
KURs 0332807  3.01759 0.0035* WGP)
BL- DILOG_ ]
RATE 0-022707 -3.281837 0.0016* wopy 0135844 0.725787 04704
IN- ECT(-1) -0.135844  -2575200 0.0121*
FLA- -0.015054 -2.325045 0.0228* )
TION 0.585549 Based on table 4, it shows that the Kurs va-
LOG riable is significant at a critical value of 5%. Me-
wgp 0051611 - 1.65481 0.1022¢ anwhile, the BI Rate, inflation, HMD, and HED
LOG variables were not significant at the critical value
WOP 0311232 2.243156  0.0279* of 5%. The short-term model obtained Adjusted
R? of 0.382122, which means that the effect of
C -0.253358 -0.1398 0.8892d

Based on table 2. shows that the variab-

le exchange rate, BI Rate, inflation, and WGP
are significant at a critical value of 5%. While
the WOP variable is not significant. The long-
term model obtained Adjusted R? of 0.585549,
which means that the effect of the five variables
is 58.55% in influencing the Indonesian Sharia
Stock Index (ISSI) and the rest is influenced by
variables outside the model. The models used
are:
(LOG_ISSI) = 0.332807*LOG_ISSI -
0.022707*BIRATE - 0.015054*INFLATION +
0.051611*LOG_WGP + 0.311232*LOG_WOP
+0.253358

Table 3. Value of Cointegration Test with ADF
Method at Level Level

Variable
Residual ()

t-statistic  Prob. Decision
-3.582810 0.0083 Significant

From the results of the cointegration test
using the Augmented Dickey-Fuller method,
the residual Prob value can be seen in the tab-
le. 0.0083 <critical value of 0.05 (5%), so it has
been stationary at the level level. So it can be
concluded that there is cointegration between
variables.

the five variables is 38.21% in influencing the In-
donesian Sharia Stock Index (ISSI) and the rest is
influenced by variables outside the model.

The regression results of the error correcti-
on model approach (Error Correction Model) in
table 4 can be rewritten in the equation below:
D(LOG_ISSI) = 0.006032 — 0.646884*D(LOG_
ISSI) — 0.011870*D(BIRATE) — 0.004348*(IN-
FLATION) - 0.022389*D(LOG_WGP) +
0.071801*(LOG_WOP) — 0.135844*ECT(-1)

In this study, the ECT (Error Correction
Term) value in the short-term regression results
is negative. So that the ECT value used in this
study is valid and in accordance with the provisi-
ons that in the EG-ECM model the value of ECT
is negative. The ECT coefficient value -0.135844
means that the difference between the Indonesian
Sharia Stock Index (ISSI) and its balance value is
0.135844. While the probability value is 0.0121
<from the degree of confidence 0.05 (5%) so it
can be said to be significant.

Hypothesis Test
The Short-Term Effect of Macroeconomics on
the Indonesian Sharia Stock Index (ISSI)

Based on the regression results with the
ECM approach, it is found that the effect of the
Exchange Rate on the Indonesian Sharia Stock
Index (ISSI) in the short term is negative and sig-
nificant. The coefficient obtained is -0.646884 and
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a probability of 0.0000 which is significant for o
= 5%, which means that changes in the exchange
rate variable every 1% will reduce the Indonesian
Sharia Stock Index (ISST) by 0.64%. Therefore, in
the short term, the exchange rate has an effect on
the Indonesian Sharia Stock Index (ISSI).

The results of this analysis indicate that
stock investors are very concerned about the mo-
vement of the exchange rate against the United
States dollar (USD) to make investment decisi-
ons. As previously stated by Khan et al. (2013),
Suciningtias and Khoiroh (2015) and Tjun and
Panjaitan (2019) depreciation of the rupiah
against the dollar means that the value of the ru-
piah weakens so that dollar exchange will get a
higher rupiah value. The same thing is experien-
ced by companies that have debt in the form of
dollars, of course the depreciation of the rupiah
will be detrimental because the company will pay
larger obligations, of course this will reduce the
company'’s profitability.

Based on the regression results with the
ECM approach, it is found that the effect of the
BI Rate on the Indonesian Sharia Stock Index
(ISSI) in the short term is negative and signifi-
cant. The coefficient obtained is -0.011870 with
the probability is 0.0550 so it is not significant at
o = 5%. Therefore, in the short term the BI Rate
has no effect on the Indonesian Sharia Stock In-
dex (ISSI).

The BI Rate variable has no effect on the
ISSI because the type of investor in Indonesia is
an investor who likes to do short-term stock tran-
sactions (traders / speculators), so that investors
tend to take profit taking with the aim of obtai-
ning a high enough capital gain in the capital
market compared to investing. in SBI (Bank In-
donesia Certificate). The results of this study are
in accordance with research conducted by Kewal
(2012) dan Utoyo and Riduwan (2016) which sta-
tes that the BI Rate has no significant effect on
ISSL.

Based on the regression results with the
Error Correction Model (ECM) approach, it is
found that the effect of inflation on the ISSI in
the short term is negative and insignificant. The
coefficient obtained is -0.004348 and a probabi-
lity of 0.3576 which is not significant to o = 5%.
Therefore, in the short term, inflation has no ef-
fect on the Indonesian Sharia Stock Index (ISSI).

The results of the analysis show that the
inflation rate variable has no effect on the Indo-
nesian Sharia Stock Index (ISSI). This can be in-
terpreted that during the observation period the
inflation rate was in a normal period or it could
be said that it was not in a crisis period. In the

study period, some investors did not use the infla-
tion rate as a consideration in making decisions
to make sharia-based investments. The results of
this study are consistent with research conducted
by Utoyo and Riduwan (2016) and Widyasa and
Worokinasih (2018) which states that inflation
has no effect on the stock index.

Based on the regression results with the
Error Correction Model (ECM) approach, it is
found that the effect of World Oil Prices on ISSI
in the short term is negative and insignificant.
The coefficient obtained is -0.022389 and and the
probability is 0.5161 which is not significant to
o = 5%. Therefore, in the short term, the World
Oil Price has no effect on the Indonesian Sharia
Stock Index (ISSI).

The results of the analysis show that the
World Oil Price variable has no effect on the In-
donesian Sharia Stock Index (ISSI). This means
that the price of oil is not an important input
in the production process. As a result, if the oil
price changes, the company will also adjust to
these changes which in turn will not affect the
company’s performance in the short term. The re-
sults of this study are not in accordance with the
research conducted by Khan et al. (2013) which
states that world oil prices affect the stock index.
Another study that supports the results of this
study was conducted by Suciningtias and Khoi-
roh (2015) which stated that the World Oil Price
was able to influence the Indonesian Sharia Stock
Index (ISSI).

Based on the regression results with the
Error Correction Model (ECM) approach, it is
found that the effect of the World Gold Price on
the ISSI in the short term is positive and insignifi-
cant. The coefficient obtained is 0.071801 with a
probability of 0.4704 so it is not significant at o =
5%. Therefore, in the short term the World Gold
Price has no effect on the ISSI.

The World Gold Price has no effect on
the ISSI because most investors buy gold not for
investment purposes. Other research that sup-
ports the results of this study states that world
gold prices have no effect on ISSI conducted by
Insiyah (2017). This research is not in accordance
with that conducted by Heryanto (2016), Utoyo
and Riduwan (2016), and Yunita et al. (2018)
which states that the world gold price affects the
ISSL.

Long-term Effects of Macroeconomics on the
Indonesian Islamic Stock Index (ISST)

Based on the regression results with the
Error Correction Model (ECM) approach, it is
found that the effect of exchange rates on the
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ISSI in the long run is positive and significant.
The coefficient obtained is 0.332807 and the pro-
bability is 0.0035 which is significant for a = 5%.
Therefore, assuming ceteris paribus in the long
run, a change in the exchange rate variable every
1% will cause a change in ISSI of 0.332%.

In the long run, the exchange rate variable
has an effect on the ISSI. This is because when the
rupiah exchange rate appreciates, the cost of im-
ported raw materials and products related to im-
ports will decrease. This causes production costs
to decrease, so that profits at the company will
increase. The results of this study are consistent
with research conducted by Heryanto (2016) and
Nasser et al. (2017) which state that the exchange
rate has an effect on the ISSI.

Based on the regression results with the
Error Correction Model (ECM) approach, it is
found that the effect of the BI Rate on the ISSI in
the long run is negative and significant. The coef-
ficient obtained is -0.022707 and a probability of
0.0016 which is significant for a = 5%. Therefore,
in the long run the BI Rate has an effect on the
ISSL.

The results of the analysis show that the
BI Rate variable has a significant effect on the
Indonesian Sharia Stock Index (ISSI), which
means that stock investors pay close attention
to movements in domestic interest rates to make
investment decisions. This is in accordance with
the results of research conducted by Widyasa and
Worokinasih (2018) and Osamwonyi and Evbay-
iro-osagie (2012) which state that the BI Rate has
a significant effect on ISSI.

Based on the regression results with the
Error Correction Model (ECM) approach, it is
found that the effect of inflation on the ISSI in
the long run is negative and significant. The coef-
ficient obtained is -0.015054 and the probability
is 0.0228 which is significant for a = 5%. There-
fore, with the assumption of ceteris paribus in the
long run, a change in the inflation variable every
1% will cause a change in the ISST of 0.015%.

If there is inflation, a company must be
ready to take the risk of an increase in the cost of
producing goods and services so that it can cause
a decrease in the profit generated by the company.
The decline in profits will have an impact on divi-
dends and returns. This is in accordance with the
results of research conducted by Osamwonyi and
Evbayiro-osagie (2012) and Insiyah (2017) which
state that inflation has an effect on the ISSI.

Based on the regression results with the
Error Correction Model (ECM) approach, it is
found that the effect of World Oil Prices on ISSI
in the long run is positive and insignificant. The

coefficient obtained is 0.051611 and the probabi-
lity is 0.1022 which is not significant for a = 5%.
Therefore the world oil price has no effect on the
Indonesian Sharia Stock Index (ISSI).

This is because the volatility of oil prices
is a critical matter for investors due to the role
of oil as the most important energy source for all
countries in the world. The high index growth
in the mining sector shows the great interest of
investors in mining sector stocks which are seen
as a profitable investment option. This is in ac-
cordance with the results of research conducted
by Khai et al. (2017) and Metadjer and Boulila
(2018) hich states that the World Oil Price affects
the ISSIL.

Based on the regression results with the
Error Correction Model (ECM) approach, it is
found that the effect of the World Gold Price on
the ISSI in the long run is positive and significant.
The coefficient obtained is 0.311232 and a proba-
bility of 0.0279 which is significant for a = 5%.
Therefore, with the assumption of ceteris paribus
in the long run, a change in the inflation variable
every 1% will cause a change in ISSI of 0.311%.

In accordance with the theory of Krisna
and Wirawati (2013) gold is a form of investment
that tends to be risk-free, gold investment is a
profitable commodity, because the price tends to
increase. The tendency of rising gold prices will
encourage investors to choose to invest in gold
instead of stocks, and vice versa if the gold pri-
ce increases, investors will sell the gold for profit.
This is in accordance with the results of research
conducted by Utoyo and Riduwan (2016) which
states that the gold price of dunis has an effect on
the ISSIL.

CONCLUSIONS AND RECOMMENDATIONS

Based on the results of research that
has been conducted regarding the influence of
macroeconomic variables on the Indonesian Sha-
ria Stock Index (ISSI) for the period 2013 - 2019,
it can be concluded that the exchange rate in the
short term is a significant negative on the Indo-
nesian Sharia Stock Index (ISSI). The BI Rate in
the short term is significantly negative for the In-
donesian Sharia Stock Index (ISSI). Inflation in
the short term is not significant negative towards
the Indonesian Sharia Stock Index (ISSI). The
world oil price in the short term is not significant
negative towards the Indonesian Sharia Stock
Index (ISSI). The world gold price in the short
term is not significant positive on the Indonesian
Sharia Stock Index (ISSI). The exchange rate in
the long run is a significant positive on the In-
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donesian Sharia Stock Index (ISSI). The BI Rate
in the long term is a significant negative for the
Indonesian Sharia Stock Index (ISSI). Inflation
in the long term is a significant negative for the
Indonesian Sharia Stock Index (ISSI). The world
oil price in the long term is not significant positive
on the Indonesian Sharia Stock Index (ISSI). The
world gold price in the long run is a significant
positive on the Indonesian Sharia Stock Index
(ISST).

Based on the conclusions in this study, if
the next researcher is to conduct research on the
factors that affect the Indonesian Sharia Stock
Index (ISSI), it is better to replace the research
period and variables that do not affect this study.
Variables that do not have an effect can be rep-
laced with more relevant variables such as data
on the Indonesian State Budget, money supply,
and Gross Domestic Product (GDP) in order to
obtain better research results. Limitations in this
study are that the second, third, fourth, fifth, and
ninth hypotheses are rejected. Based on the sup-
porting theory, this study cannot show that the
hypothesis is supported.
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