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Abstract: Changes in stock prices in the capital market are influenced by internal and external factors.
The fluctuation in the BI Rate in recent years is expected to be albleanaintain the rupiah exchange rate
and respond to spikes in inflation. This research WEL‘i]dUClCd to analyze how the influence of the
rupiah exchange rate and interest rates on changes in stock prices ()manufacturing companies in the
Consumer Goods Sector on the IDX during the 2014-2018 period. The object of this research is the
Consumer Goods Sector Manufacturing company listed on the Indonesia Stock Exchange (IDX) for the
2014-2018 period. The sample selection used a purposive sampling method, with a total of mhirty
two) companies during the 2014-2018 period. The research objective was to determine the effect of
exchange rates and Iv:st rates on stock price changes. The data analysis technique used multiple
regression analysis. Based on the results of stical analysis it can be concluded (1). The Rupiah
Exchange Rate has a positive and significant effect on stock prices, (2). Interest rm have a negative
and significant effect on stock prices, (3). The Rupiah Exchange Rate and Interest Rate simultaneously
have a significant effect on share prices and with a coefficient of determination of 0.9501 this value
means that 95.01% of share prices during 2014-2018 are influenced by exchange rates and interest rates.
While the remaining 4.99% change in share price value in 2014-2018 is influenced by other variables.
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PRELIMINARY because the exchange rate in early 2015 ranged
from IDR 12,000 then in the same year to be
precise in September it weakened to IDR

14,700, almost touching IDR 15,000 per US

Basically, the purchase of shares is an
attractive instrument for investors to mvest,

where investors expect to get several benefits,
including capital gains and dividends, although
they have to bear a certain level of risk. Many
things affect the ups and downs of stock prices,
including fluctuations in the rupiah exchange
rate against f()reigm:ncies and changes in
interest rates. The exchange rate is one of the
macroeconomic factors that affect stock prices
and is a benchmark for investors to carry out
investment activities. If a country is able to
maintain currency stability or even strengthens
against the currencies of other countries, this
shows that the country's economic conditions
are in good condition. Conversely, if the
currency is weak against the currencies of
other countries, this indicates that the economy
1s not doing well, so that investors are reluctant
to carry out investment activities. Reduced
demand or demand for stocks causes stock
prices to decline.

The development of the exchange rate
in the last five years has attracted attention,
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dollar, then three yearalter, concerns in 2015
became areality when the rupiah exchange rate
against the US dollar touched its lowest point
in early October to early November 2018 when
the rupiah briefly passed the exchange rate of
ER 15,000 per US dollar. The weakening of
the rupiah exchange rate against the US dollar
is the result of the improvement in the
American economy and because the rupiah
itself has the characteristics of a soft currency,
which means that the rupiah is very sensitive
to the international economy. Even though the
rupiah exchange rate has returned to the level
of Rp. 14,000 throughout 2019, the instability
in the domestic and global economy is likely to
weaken the rupiah currency again. In line with
science that the exchange rate is one of the
measuring variables in seeing economic
conditions in a country, of course this incident
has made the Indonesian government have to
take several policies so that the Indonesian

Surabaya,
29" January
2022
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economy can withstand any interventions that
occur. One of them is by implementing
monetary policy, namely raising the reference
interest rate.

Reaatd in  overcoming the
weakening of the rupiah exchange rate against
the US dollar, the Bank Indonesia Board of
Governors Mng (RDG) on September 26
and 27 2018 decided to raise the benchmark
interest rate or Bl 7-Days Reverse Repo Rate
by 25bps from 5.50% to 5.75. % and in
November of the same year increased again by
25bps to 6.00%. This decision was taken by BI
to see how global economic conditions and the
US economy are expected to remain strong.
The US through their central bank "The Fed"
in 2018 also inrealsed their interest rates by
25bps. This has an impact on declining
economic growth in developing countries.
Global uncertainty makes investors choose to
place their funds in safer assets, especially in
the US. BI's policy to raise the benchmark
interest rate is basically to maintain the
attractiveness of investors on the domestic
financial market so that capital flows continue
to enter the country.

The events that have ()ccurreca the last
five years, namely the weakening of the rupiah
exchange rate against the US dollar and an
increase in the benchmark interest rate set by
Bank Indonesia have certainly had an impact
on various parties. One of them is on
investment activities in the capital market. This
incident poses a serious threat to companies
that carry out buying and selling of securities,

namely stocks and bonds, especially for
companies that still rely on imported raw
materials from other countries and transact
using dollars. When the exchange rate rises,
causing imported raw materials to also increase
so that companies need more costs to be
incurred, the company will also increase the
selling price of products to consumers. With an
increase in prices, it is possible to decrease
consumer buying interest and result in slowing
down company earnings. This problem can be
identified by investors when they are about to
carry out investment  activities and
consequently  discourage investors from
mvesting. With reduced demand for share
prices, share prices will decrease.

METH@%)

This study aims to analyze the
influence between one variable and another in
this study, namely the X1 (Exchange Rate
Fluctuation), X2 (Interest Rate) Y (Stock
Price Change) variables with a case study of
manufacturing companies in the consumer
goods sector. listed on the Indonesia Stock
Exchange (IDX). This research period starts
from January 2014 to December 2018. The
scope of this research is correlational which
explains the effect of Exchange Rate and
Interest Rate Fluctuations on Chilmi in Stock
Prices 1s time series data. Thus, it describes the
facts and explains the state of the research
object in accordance with the reality as it is and
tries to analyze it to provide the truth based on
the data obtained.

X1
(X1) ~
~
~
(Y)
-
-
(X2) -
Figure 1. Research Conceptual

The data used in this research is
secondary data. Secondary data, namely the

source of research data obtaml by researchers
from the research location indirectly, through
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intermediary media (obtained and recorded by
other people or that have been published).
Indonesian Stock Exchange (IDX) and Yahoo!
Finance is a research location because it is
considered right place to obtain data for
conducting research. The population used in
this study is all monthly time series data
including Rupiah exchange mteI Rate,
Change in Stock Prices (Study of
Manufacturing Companies in the Consumer
Goods Sector listed on the IDX, 2014-2018
Eri()d). The population in this sector is 52
companies. The sampling technique in this
study using purposive sampling technique,
namely techniques using criteria; (1) The
company is consistently listed as a public
company during 2014-2018, (2) The
availability of corporate financial reports for
2014-2018. Based on the above criteria, the

sample obtained is 32 companies registered in
the consumer goods sector.

RESULTS
Regression Analysis Model Selection

Ilmting panel data regression, there
are several models, namely the Common Effect
Model, Fixed Effect Model, and the Random
Effect Model. In ch()()singm: appropriate
model, there are 2 test stages, namely the Chow
Test and the Hausman Test.

1. Chow Test

The w test 15 a regression model
selection test to choose between the Common
Effect Model and the Fixe@Effect Model. Tests
were carried out on the results of the Fixed
Effect Model (FEM). The results of selecting an
estimation model using the Chow test are as
follows:

Table 1. Chow Test Research Results
Redundant Fixed Effects Tests

Pool: PANEL
Test cross-section fixed effects

Statistic Prob.
Effects Test d.f.

1158.13 (28,170 0.00
Cross-section F 2042 9) 00

5210.36 0.00
Cross-section Chi-square 9628 28 00
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Source: Data Processed (Eviews, 2020)

Based on the results of the output
above, the significance value for cross-section
F is 0,000. This significance value is smaller
than the alpha value (0.05) so that Ho is
rejected. Because the test results with the Chow
test give results th@ject Ho, it is necessary to

further testing to determine whether to use
g Fixed Effect Model (FEM) method or the
Random Effect Model (REM) method. The

selection of this method will use the Hausman
test.
2. Hausman Test

The Hausman test is a regression
model selection test to choose between the
Random Effect Model (REM) and the Fixed
Effect Model (FEM). Tests were carried out on
E results of the Random Effect Model (REM).
The results of the Hausman test using the help
of E-Views are as follows:

) Table 2. Hausman Test Research Results

Correlated Random Effects - Hausman Test

Pool: PANEL

Test cross-section random effects

Chi-Sq/ Chi-Sq.
Test Summary Statistic d.f. Prob.

Cross-section

random 0.000000 2| 1.0000

* Cross-section test variance is invalid. Hausman

| statistic set to zero.

Source: Data Processed ( Eviews, 2020)

The results of the Hausman test
indicate that the data used in this study cannot
be tested for randomity variance between cross-
sections. This is due to the unbalanced data
structure used where the X variable is the same
for each cross-section so that there is no
variation. Thus, the estimation technique used
in this study is the Fixed Effect Model (FEM)
method.

Regression Analysis Results

After the data normality requirements
are met, then a regression analysis is carried out
to see the effect of the observed independent
variables on changes in stock prices during
2014-2018. The results of the regression
analysis using e-views are as follows:

Table 3. Research Results of Multiple Regression Analysis

Dependent Variable: @LOG(HS?)
Method: Pooled Least Squares

Date: 01/14/20 Time: 07:41

@p]e: 2014MO1 2018M12

Included observations: 60
Cross-sections included: 32

Total pool (balanced) observations: 1920

Variable

Coefficient Std. Error t-Statistic Prob.

C
@LOG(RUPIAH)
SUKUBUNGA
Fixed Effects (Cross)
_ALTO--C

3982492 1.441108 2.763493 0.0058
0.395886 0.149467 2648655 0.0082
-0.051272 0.007832 -6.546335 0.0000

-1.526002
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_CEKA--C -0.517459

_DLTA--C 1.198953

_ICBP--C 1495263

_INDF--C 1443340

_MLBI--C 1927537

_MYOR--C -0.067290

_PSDN--C -2.305019

_ROTI--C -0.275206

_SKBM--C -0.878808

_SKLT--C -1.193674

_STTP--C 0.678560

_ULTIJ--C -0.414583

_GGRM--C 3.607504

_HMSP--C 0.732837

_RMBA--C -1.328965

_WIIM--C -1.455577

_DVLA--C 0.039044

_INAF--C -0.606712

_KAEF--C -0.046886

_KLBF--C -0.072188

_MERK--C 1.586089

_PYFA--C -2.380502

_SIDO--C -1.000803

_TSPC--C 0.182457

_MBTO--C -2.295973

_MRAT--C -1.942920

_TCID--C 2230454

_UNVR--C 3.186527

_CINT--C -1.116302

_KICI--C 0.751943

_LMPI--C 0.959210

Effects Specification
Cross-section fixed (dummy variables)

R-squared 0950059 Mean dependent var 7.424237
Adjusted R-squared 0949183 S.D.dependent var 1.613446
S.E. of regression 0363715 Akaike info criterion 0.832763
Sum squared resid 2260811 Schwarz criterion 0.930068
@ likelihood -693.5035 Hannan-Quinn criter. 0.868743
F-statistic 1083.717 Durbin-Watson stat 0.149378

Prob(F-statistic) 0.000000
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Based on the results of the output above,
the regression model between the rupiah
exchange rate and the SBI interest rate on
changes in stock prices during 2014-2018 1s as
follows:

Ln(HS) = 3.982 + 0396 Ln(KURS) -
0.051(SBI)

The interpretation of the regression analysis

model above is as follows:

1. The average share price growth during
BB 4-2018 is 3.982% per year.

2. The rupiah exchange rate has a positive
effect on changes in stock prices. Every 1%
increase in the rupiah exchange rate against
the dollar will be followed by an increase
in the share price of 0.396%.

3. Interest rates have a negative effect on
changes in stock prices. Each 1% increase
in SBI will be followed by a decrease in
share price of 0.051%.

Partial Test Result (t test)

After 6 model testing is carried out,
it will then test the significance of the effect of
each independent variable, both the rupiah
exchange rate against the dollar and the SBI on
the value of the stock price during 2014-2018.
Testing the significance of the effect of each of
these variables will use the t-test. The test
results using Eviews 6 are as follows:

40

Table 4. Partial Test Results
Variable Coefficient Std. Error t-Statistic Prob.
C 3.982492 1441108 2763493 0.0058
@LOG(IDR) 0.395886 0.149467 2.648655 0.0082
INTEREST RATE -0.051272 0.007832 -6.546335 0.0000

Source: Data Processed (eviews, 2020)

The Effect of Rupiah Exchange Rate on
Changes in Share Prices

From the output above, it can be seen
eﬂ. the absolute value of the t-count for the
variable of the rupiah exchange rate against the
dollar is 2.649 with a significance value of
0.0082. This significance value is smaller than
the alpha value of 5% and 1%, so that Ho is
rejected. Thus, at the % confidence level, it
can be concluded that the rupiah exchange rate
against the dollar has a significant effect on
changes in stock prices during 2014-2018.

The Effect of Interest Rates on Changes in
Stock Prices

From the output above, it can be seen
that the absolute value of t-count for the

significance value of 0,000. This significance
value is smaller than the alpha value of 5% and
1%, so that Ho is rejected. Thus, at the 95%
confidence level, it can be concluded that the
interest rate has a significant effect on changes
in stock prices during 2014-2018.

Simultaneous Test Results (Test F)

This test is to determine the effect of
the independent variables together on
dependent variable. The results of testing the
regression model (simultaneous) of the effect of
the rupiah exchange rate on the dollar afiéithe
interest rates of consumer goods or
manufacturing companies listed on the IDX for
the 2014-2018 period with the help of the E-
Views program are shown in the following
table:

variable interest rate 15 6546 with a
Table 5. Sifflitaneous Testing Results
Effects Specification

Cross-section fixed (dummy variables)

3
R-squared 0950059 Mean dependent var 7.424237
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Adjusted R-squared 0949183 S.D.dependent var 1.613446
S.E. of regression 0363715 Akaike info criterion 0.832763
Sum squared resid 2260811 Schwarz criterion 0.930068
Log likelihood -693.5035 Hannan-Quinn criter. 0.868743
F-statistic 1083.717 Durbin-Watson stat 0.149378
Prob(F-statistic) 0.000000

Source: Data Processed (eviews, 2020)

From the results of the previous during  2014-2018, the coefficient of

analysis, it was obtained that the F-count (F-
statistics) was 1083,717 with a significance
value of 0,000. This significance value is much
smaller than the alpha value at both the 5% and
1% levels so that Ho is rejected. Thus, at the
95% confidence level, it can be concluded that
the rupiah exchange rate and interest rates

determination analysis is used. The coefficient
of determination reflects the magnitude of the
influence of changes in independent variables
in carrying out changes in dependent variables
together, with the aim of measuring the truth
and goodness of the relationship between
variables in the model used. The magnitude of

together have an effect on changes in stock
prices during 2014-2018.

the R2 v ranges from 0 <R2 <I. If the R2
value is closer to one, the proposed model is
said to be good because the higher the variation
in the dependent variable can be explained by
the independent variable. The following are the
results of testing the coefficient of
determination of the variables in the study,
namely as follows:

Interpretation of the Determination

Coefficient

To Bermiﬂe the magnitude of the
influence of the rupiah exchange rate on the
dollar and interest rates on stock price changes

Table 6. DeterminationCoefficient
Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.950059 Mean dependent var 7424237

Adjusted R-squared 0.949183 S.D. dependent var 1.613446

S.E. of regression 0.363715 Akaike info criterion 0.832763

Sum squared resid 226.0811 Schwarz criterion 0.930068

likelihood -693.5035 Hannan-Quinn criter. 0.868743

-statistic 1083.717 Durbin-Watson stat 0.149378
Prob(F-statistic) 0.000000

Source: Data Processed (eviews, 2020)
Based on the estimation results of the share price value during 2014-2018 is

regression E-lli()l] model that has been done
previously, the coefficient of determination R2
1s 0.9501. This value means that 95.01% of the
change in shaaprices during 2014-2018 was
influenced by the rupiah exchange rate against
the dollar and changes in prevailing interest
rates. While the remaining 4.99% change in

influenced by other variables.

DISCUSSION

The Effect of Rupiah Exchange Rate on
Bhanges in the Stock Price of
Manufacturing Companies in the
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Consumer Goods Sector Listed on the
IDX for the 2014-2018 period.

The test results offfhe exchange rate
variable are proven to have a significant
positive effect on stock prices in the consumer
goods sector. Where every increalsm the share
price exchange rate will also rise. Based on the
results of the research conducted, it was found
the regression coefficient for the variable
of the rupiah ex@ge rate against the dollar
was 0.396. This means that an increase in the
rupiah exchange rate against the dollar by 1%
during 2014-2018 will be able to increase the
share price by 0.396% . Furthermore, balsﬁn
the partial test results with statistics at the 95%
confidence level, the t value is greater than the
t-table value so that) is rejected. Thus it can
be concluded that the rupiah exchange rate
against the dollar has a significant effect on
changes in stock prices during 2014-2018.

The results of this test contradict the
theory put forward by Hanafi (2009), namely
that the depreciation of the rupiah will cause a
decline in stock prices. Although the research
yields positive results, if viewed from an index
perspective, this sector's stock price
movements tend to experience a decline when
the rupiah depreciates. One of the causes of the
decline in share prices that occurred in early
2018 was the increase in the number of import
activities in this industry. High imports
occurred in the consumer goods industry where
in April 2018 import activities reached 10.73%
of the import value in March 2018. This high
import activity affected stock prices by having
an impact on increasing the cost of importing
raw materials and equipment needed by
Issuers. an increase in production costs, and the
number of issuers who have foreign debt if the
rupiah exchange rate decreases, it will increase
the debt burden borne by the issuer because it
has to pay in stronger US dollars but the rupiah
weakens so that the exchange rate is large
(Tandelilin, 2010).

On the other hand, when the stock
price index for the consumer goods sector
tends to decline when the rupiah depreciates,
the food and beverage sub-sector shows
continued upward growth. The decline in
export value and the increase in import value

mmuhw.perbanas
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in this industry in fact still encourage high
domestic production, as indicated by an
increase in the production of the food and
beverage ndustry by 34.24% in 2018.

This  might happen  because
considering that the food and beverage sector
1s one of the sectors that has an important role
in the needs of society, so that the event of the
weakening of the rupiah does not have such a
big impact because people still have to meet
their primary and secondary needs. Based on
data obtained from the official BI website, in
2018 the real sales index grew by 7.7% on an
annual basis. This figure is higher than the
previous year of 0.7%. However, it cannot be
denied that there are several consumer
companies that are vulnerable to pressure. The
company that was most affected by the
depreciation of the rupiah was the
pharmaceutical industry. The pharmaceutical
industry is very sensitive to the depreciation of
the rupiah because around 90% of raw
materials are imported products, which is
marked by the decline in growth of
pharmaceutical companies in 2018, the decline
in growth is because the industry has
experienced a decrease in the amount of
production.

Slowing growth also occurred in the
tobacco processing industry. The factors that
caused the decline in this industry were
influenced by the decline in exports, the
decrease in the number of products produced
due to the difficulty of obtaining raw materials
and the increase in cigarette excise. In addition,
the large number of imported cigarettes and the
increasingly  limited domestic  cigarette
consumption are also the causes of the decline
in domestic cigarette production. Increased
import activities that occur need to be a
concern that must be addressed seriously. The
continuous increase in imports not only causes
companies to experience losses due to swelling
production  costs especially amid the
depreciation of the rupiah, but also a threat to
m'lpetiti()n for domestic industrial products.
The results of this study sup he research
conducted by Nurlina (2017) that the rupiah
exchange rate has a significant positive effect
on stock prices.
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The Effect of Interest Fites on Changes in
the Stock Price of Manufacturing
Companies in the Consumer Goods Sector
Listed on the IDX for the 2014-2018 Period.

The test results on the interest rate
variable d that the Bank Indonesia interest
rate had a significant negative effect on the

price of the consumer goods sector.
Based on the Iv:sm of hypothesis testing, it is
found that the regression coefficient of the
interest rate variable is -0.051%, which means
that every 1% increase in the ilmsl rate will
decrease (because of the - sign) the share price
of the consumer goods sector lislm)n the IDX.
Hypothesis testing also finds the t-count is
greater than the t-table value. The significant
value of the interest rate is smaller than the 0.05
probability, it can be concluded that at the 95%
confidence level the interest rate has a
significant negative ei on share prices in
consumer goods sector companies listed on the
IDX in 2014-2018.

An increase in the benchmark interest
rate is one that reduces people's desire to shop.
Because the increase in BI's benchmark
interest rate can be followed by an increase in
credit interest rates and suppress consumption
growth so that by increasing credit interest
rates, companies and the public will reconsider
if they want to borrow from banks because they
remember the high interest expense that must
be paid to banks. Historically and theoretically,
rising interest rates have led to lower stock
prices, and vice versa. However, the increase in
BI's benchmark interest rate did not necessarily
prompt banks to follow the increase in their
mterest rates. To raise interest rates, banks do
it individually and each bank has its own
assessment in raising interest rates. The good
liquidity conditions of each bank were also the
reason for the banks not responding to the
increase in the Bank Indonesia benchmark
interest rate.

However, if you look at the share
prices of consumer goods that have decreased
in the last five years, the interest rate policy is
not the only cause of the decline in share prices
in this sector. There are several factors causing
the slowdown in this sector, including the
increasingly fierce competition from various

local and imported brands. The depreciation of
the rupiah also affects pharmaceutical issuers
because most of the raw materials for drugs
produced are imported raw materials, thus
increasing operating expenses and affecting the
company's financial performance. The high
import rate amid the weakening of the rupiah
currency had a major impact due to swelling of
the company's operating costs so that the
company's performance declined and caused
share prices in this sector to also decline.
However, it is hoped that the high BI
benchmark interest rate will not last for a long
time. With the high benchmark interest rate for
a long time, it is possible for banks to follow
this policy, which will make it difficult for
economic growth to increase. If the reference
interest rate 1s low, the credit interest rate will
fall so that companies can expand their
business with borrowed capital from banks so
that themam boost the country's economic
growth. The results of this study are in line with
the results of research conducted by Asmara
and Suarjaya (2018) which states that interest
rates have a significant negative effect on stock
prices.

The Effect of Rupiah Exchange Rate
and Interest Rate Fluctuations @
Changes in the Stock Price of
Manufacturing Companies in the
Consumer Goods Sector Listed on the
IDX for the 2014-2018 Period.

Based on the research hypothesis
testing, namely the third hypothesis Bll the
results of the simultaneous test of the F-count
value obtained are greater than the F-table with
a probability below 0.05 so that at the 95%
confidence level the independent variables,
namely the rupiah exchange rate and the
interest rate simultaneously have an effect.
Significant mje dependent variable, namely
changes in the share price of the consumer
goods sector listed on the IDX in 2014-2018.

It can also be seen from the
coefficient of determination R Square of
95.01%, which means that 95.01% of the
amount of change in stock prices can be
explained or influenced by the rupiah exchange
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rate and interest rates, which is a strong
correlation.

COH}LUSION

l. The rupiah exchange rate against the
dollar has a positive and significant effect
on changes in sl()ﬂ)rices during 2014-
2018. An increase in the exchange rate of
the rupiah against the dollar will cause an
increalse stock prices. Meanwhile, the
interest rate variable has a negative and
significant effect on stock prices during
2014-2018. An increase in the acuam
interest rate (SBI) will cause a decline in
EAare prices

2. The rupiah exchange rate against the
dollar and interest rates together have a
significant effect on changes in stock
prices during 2014-2018.

3. The magnitude of the influence of the
rupiah exchange rate against the dollar and
the interest rate was 95.01% while the
remaining 4.99% was influenced by other
factors such as inflation, the
microcondition of the company, etc.

RECOMMENDATION

1. For capital market investors, it is advisable
to analyze macroeconomic conditions
before carrying out further analysis of the
condition of the company.

2. The company continues to pay attention to
the policy of using debt for the continuity
of the company.

3. For further research, it is expected to be
able to examine other factors that can
influence stock price Bl()vements n
addition to conditions of interest rates and
the rupiah exchange rate against the dollar.
Some of these factors are regional
economic conditions, inflation rates, etc.
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