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Abstract: This study aims to determine the effect of macroeconomic variables
on returns of Indonesian Islamic stocks (Jakarta Islamic Index). The sample
data uses are returns of the Islamic stock index from 2005:01 - 2010:04. This
study uses Ordinary Least Square (OLS) method and the application of panel
data to assess the existence of any effect of the macroeconomic variables on
stock returns of the Indonesian Islamic stocks. The results of this study exhibit
that the Islamic stock returns are significant simultaneously, but insignificant
partially.
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The Bfect Analysis

Capital market as one of the instrumentation of the financial system is a of Macro-Eccnomic

benchmark of a country's economic development. The capital market
development in Indonesia has shown its progress in line with the economic

. development in Indonesia. Along with the development of ¢apital market, the

Islamic capital market has also been developing, namely the market capital

using the principles, procedures, -assumptions, instrumentation, and

. applications sourced from the Islamic epistemology. The Islamic capital market
'is a capital market that is operated with the Islamic concept, in which any trade
of securities shall comply with the provisions of transaction in accordance with
thelslamic base. :

The capital market development in Indonesia also follows the
developments in other countries by establishing the Islamic capital market. The

~presence of Islamic capital market, which was launched in July 2000, was
-marked by the establishment of the Jakarta Islamic Index, which is inseparable
fromthe values of humanity to benefit in an Islaniic manner.

Islamic stock refers to an ordinary stock form that has special
characteristics in the form of strict control in terms of the legality (halal) scope
ofbusiness activities. The Jakarta Islamic Index is an index issued by PT. Jakarta
Stock Exchange which is a subset of the Composite Stock Price Index.

"" . The development of Islamic capital market shows improvement by the
increased index indicated in the Jakarta Islamic Index (JII). The increased index
of JII, although its value is not as great as the Composite Stock Price Index
{CSPI), the percentage increase in the JII index is greater than the CSPL. This is
because the concept of halal, blessing and growth in the Islamic capital market
that trades the Islamic stocks. The Islamic capital market uses the principles,
procedures, assumptions, instrumentation, and applications sourced from the
Islamic epistemology. The Islamization of capital market, which has been
struggled by some circles recently, has played several important roles that
changed topography of the financial sector. It has become a major source of
growth inIslamic capital market, where products and services of capital markets
has been considered to be converted into Islamic capital market products and
services. The Islamic Index or Sharia Index has taken place in the process of
capital market Islamization and becomes the beginning of the Islamic capital
market development.

Some Islamic world's major indices like the Dow Jones Islamic Market
Index (DIMI), the RHB Islamic Index, the Kuala Lumpur Syariah Index (etc.)
have evolved and have been gaining popularity among Muslim communities
who are committed to the principles of Islam in running and managing their
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investments because the indices are created with some restrictions for
investment products in accordance with the Islamic principles. Even non-
Muslims are also coming in to invest in the Islamic Index with several

. constraints though. The Islamic Index or Sharia Index also has helped

institutions to invest their excess funds in investments in accordance with the
Islamic rules. Therefore, Islamic Banks, Takaful, and other Islamic financial
institutions have an alternative to invest their funds and distribute their profits to
their customers. In Indonesia, Islamic index exists. It is known as the Jakarta
Islamic Index (JII). The index'was issued by the Jakarta Stock Exchange (which
has now become the Indonesia Stock Exchange). There are 30 issuers that enter
in the JII calculations, which are evaluated every 6 months, The determination
of index components is made each January and July. Trade of some types of
securities, both in conventional capital markets and in Islamic capital markets,
has different levels of return and risks. Stock is one of the securities among other

‘securities that have a high degree of risk. The high risk is reflected from the

return uncertainty to be received by investors in the future, This is‘in line with
the definition of investment -according : to - Sharpe- (1997) stating that an
investment is a commitment of funds by a certain number to get-an uncertaxn
return in the future.

Thus, there -are-two .aspects: inherent in an-investment, i.e. the
expected return and risk of not reaching the expected return. Return and risk
theoretically in a variety of securities have:apositive relationship. Fhe greater

- the expected return to receive, the greater the risk to obtain, and vice versa. High

return and risk on stocks are associated with the condition of a company
characteristics, industry and macroeconomics. Return is one of the factors that
motivate investors to invest and also a reward for the courage of investors to bear
the risk on the investment made (Fendelilin, 2001)

2.Description theory

-2.1 StockReturn

Stock return is the advantage enjoyed by investors on investment the stock
investment made. Return has two components: current income and capital gain
(Wahyudi, 2003). The definition of stock retum in this study is the same as the
capital gain because there is no dividend is distributed. Stock return as a stock
price change will be used as the dependent variable in the study, calculated by
adding the change in the price of a stock on a daily basis within the period of
observation.



Stock Return calculation is formulated as follows:
StockReturn=(HS - HS,,)

HS : thet day Stock price

HS,,: thet-1*day Stock price

According to Husnan (1994), (tliere is a correlation between rates of returnon a-

stock to changes in the market (market index)): If the market changes can be.
expressed as market index rates of return, the ratesof return on a stock (Ri) can

beexpressedas
ai.= Partofrate ofreturnon stocklthatlsnotlnﬂuencedbymarketrate of

Return
Rm=marketindex rate of return .
i = parameterthat measures expected changes in Ri in case of any changes in

- Rm isa parameter to measure the changes in Ri in case of any changes in Rm. If
4he value of = 1, it can be said that changes in rates of return on stock i are
zparallel with changes in market rates of return. Meanwhile, if the value. of > 1,

changes in rates of return on stock i are above changes in market rates of return
.orreferred to as excess return on stock i, otherwise if the value of _<1, changes
in market rates of return are above changé rates in securities i orreferred ta as the

» exiiéss return of market portfolio.

:ZMacro Economics
Macro factors refer to any factors outside internal affairs of a company, buthave
an influence on the performance of a company either directly or indirectly.
Several economic factors to be used as a measuring tool will be described below:
a. Domestic PublicInterestrate (SBI)
BI Rate is the policy interest rate that reflects the stance of monetary policy set

by Bank Indonesia and announced to the public. The increase in loan interest

rates has a negative impact on each issuer because it would increase the loan
interest expense and lower the net income. Decrease in net income will also
result in decrease in a company return and eventually will cause decline of stock
prices in the market.

b. Inflation Rate

Inflation is a process of price rising generally and continuously assocmted with
the market mechanisms that can be caused by various factors, among others,
increased private consumption, excess liquidity in the marketplace that triggers
consumption ot even speculation, including the cause of the lack of goods
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distribution. In other words, inflation is also a process of decline in cutrency
values continuously. Inflation is the process of an event, not the high-low price
level. It means that the price level considered high does not necessarily indicate
inflation. Inflation is an indicator to see the level changes, and is considered to
oceur if the price increase takes place contimously and with mufually-
influencing effects. The inflation rate. may have a positive or negative impact
depending on the degree of inflation itself. Excessive inflation could harm the
overall economy, which can make a lot of companies suffer bankruptcy. Thus,
high inflation will decline the stock prices in the market, while low inflation will
result in very low economic growth and eventually stock prices will also move
slowly. : '

¢ ‘Economic Growth ' ‘
The economic growth, according to Sukimo (1996: 33), shall refer to an increase

‘in output per capita that is constant in the long run. Economic growth is one

indicator of the success of development: Thus; the higher economic growth is

- usually the higher welfare of the.people,:although there areé.other indicators of

income distribution: On the growing-economic cycle, every line of ‘business
makes progress, a lot of jobs are available, unemployment is relatively small,
people income increases that the stock exchange becomes vibrant; conversely,
in the declining economic cycle, the security-activities will be slower, becaus
the share price falls. : : '

d. Investment

Investment is a term with some sense related to finance and economy. The term
is associated with an accumulation of an asset form with a hope of benefitin the
future. Sometimes, investment is also known as capital investment. There are
two kinds of investment that flows into a country, namely Foreign Direct
Investment (FDI) and portfolio investment.

3.Researchmethod

3.1.Scope of Research

The scope of this study includes the influence of macro-economic variables
consisting of the level of economic growth, SBI interest rates, Inflation and
Investment to Islamic Stock Return (RSS) listed on the Indonesia Stock
Exchange (BEI). This study aims to test the hypotheses proposed regarding the
effect of macroeconomic variables on the Islamic Stock Return.



3.2.Hypothesis Testing
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The Effect Analysis

The hypothesis testing in this study uses-the analysis of panel data (pooled time of Macro-Economic

series, cross-section data). The advantages of using panel data are as follows: (i).
Estimation with panel data may indicate explicitly any heterogeneity in the
calculation according to the uniqueness of individual variable; and (ii). Panel
data can overcome the problems associated with lack of the necessary historical
data. Panel data regression analysis to be conducted in this study is to use the
OLS (Ordinary Least Square) estimationmethod.

3.3.Typesand Sources of Data

The type of data used in this research is secondary data. Islamic stock data are
obtained from the Jakarta Isfamic Index with quarterly data taken from the last
closing data, while the SBI data, economic growth, inflation in the form of %
and Investment (direct FDI to Indonesia) are taken from data from Bank
Indonesia.“Because all the three variables are in the form of %, while the
investment:data are in the form of millions of dollar, then they are transformed
-into ln form to equate the same relative value. Data used for the SBI, the data
growth used-in this study is the data in the form of pooled time series cross
section in the form of quarterly data fron12005:01 -2010:04.

3.4. Analysix.Method
To see the effect of macroeconomic variables on the Islamic stock return, an
econometric linearregression model with two variablesis used as follows:

RSS= a+ P1SBI+ B2EG+ B3Inf+ Balnv+ ¢

‘Where:

RSS = Islamic Stock Return (%)

SBI = SBIInterestRate (%)

EG = EconomicGrowth (%)

Inf = Inflation (%)

Inv = Investment(lnInv)

A = Constant,

B1,p2,p3,p4= Regression Coefficient
=  errorterm

3.5. Classical Assumption Test
Results of multiple regressions will be used as a good and unbiased predictor if
they meet the classical assumption test (in Hamzah, 2005).

Varigbles Toward
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a. Normality Test
This test is done by comparing the significance of the test to _ of 5%. If the

significance is greater than 5%, it means that the data are normally distributed.
These variables are normally distributed.

b. Multicollinearitytest

Identification of the multicollinearity can be based on the value of tolerance and
variance inflation factor (VIF). The commonly used cutoff value is 10% of the
tolerance value and VIF value is 10. The tolerance calculation result shows that
none of each independent variable has a value less than 10% and VIF value is no
more than 10 which means there is no correlation between independent
variables. '

¢. Autocorrelation Test

Autocorrelation is the correlation that occurs between members of a series of
observations arranged in time series (as in the time series data) orarranged in a
series of spaces (as in ‘the- ‘cross-time data or .cross-sectional data)
(Sumodmmgrat, 1999). The data of this study is pooled data, whxch is a
combmatxonofumesenes dataand cross sectional data.

d. HeterocedasticityTest

" The assumption -testing 'is-done =using--the-Glejser--’-I‘est.--by.. absolute value

regression of residuals as the dependent variable on all independent variables of
the study. This test is done by comparing the significance of the test to o 5%. If
the significance is greater than 5%, it means it does not contain
heteroscedasticity. From the test performed on absolute residual value, it obtains
100%. Witha significance value of 100%, which is much larger than a 5%, it can
be said that these variables do not contain heteroscedasticity. The classical
assumption test done above results in a value that concludes that the regression
model showing the relationship between the dependent variable and
independent variable has met the proposed classical assumption that the
regressionmodel is a good and unbiased predictor.

4, Resultand Analysis

The development of stock belonging to the Islamic category is very significant.
Itis visible that based on the index data taken from the data of the first quarter of
2005 (Index 169.334) and the fourth quarter of2010 (index 532.901) a growth of
215% occurs. Thus, the average annual growth is almost 36% although a decline



had occurred in return in 2008 and the peak occurred in the third quarter due to The Effect ZE_WW

the world monetary crisis that began by the United States. (See the chart data of Macro-Economic
Variables Toward

below) Indonesian Islamic
Stocks Return

| IndexSyatiah

The data we are analyzing are the data obtained from the same period for all four
variables (Islamic Stock Return, Growth, Inflation and BI Rate), while for
investment weuse the t-1® data. See the chart below.

Graph 2: Data

ARl =HBIRAE md~GroWth —Hmlnflas —LnlAV(E])
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To see the results to be utilized, the model assessment results are as follows:

1. Normality Test

On the Normality test we use the measuring tool of Kolmogorov Smimov,
which obtains the following results:

Islamic StockReturn = 0.817>0.05
SBI ' = 0.748>0.05
Inflation = 0.729>0.05
Growth = 0.841>0.05
Investment (Lninvmin) = 0.771>0.05

The five variables are > 0.05, then Ho is accepted. Thus, the assumption of
normally distributed is met.

2. Multicollinearity Test
Based on the multicollinearity test used, the following VIF values are gamed.

SBI = 5.69
Growth _ = 1.07
Inflation = 5.37
Lninvmin (Investment) = 1.14

From the four variables above; there isno a VIF value-exceeding 10, then there is

N0 mult:collmeanty However, based on the index condition of dimension s,

there is a maximum value -of 47.14.-Thus; this is contradictory and must be
considered.

3. Autocorrelation Test
Based on the value of Durbin Watson, compute 1.484. Meanwhile, the value of

DW table forn=24 is dL.=1.013 and dU = 1.775. Thus, the value of 1.484 does
not geta conclusion.

4. Heteroscedasticity Test

Based on the data, by absolute residual regression as the dependent variable on
the independent variable, it results in the following:

SBI = 0.164
Growth = 0.908
Inflation = 0.122
Lapinvmin (Investment) = 0.633

Because all of them have a value of > 0.05, there is no heterocedasticity problem
in this model.



After having the classical assumption test, we will see the model obtained. The
results obtained are as follows:
Rsquare=0.398=39.8%

F=3.139 Sig=0.039
a=75.177 Sig=0.107
B1=13.697 Sig=0.260
B2=-5.870 Sig=0.116
B3=-3.025 Sig=0.052
p4=-5.780 - Sig=0.188
Thenwe get the following equation:

RSE =547 3887 S1~ 58T EG ~ IDIEInf — ST iy

Based on the above data, the model will be significant when it is done
simultaneously, but it will not be significant when it is done partially. It is only
inflation thatapproaches the significant value.

5. Conclusion 2nd Recommendation
Based on data from the above discussion, within the 2005:01 - 2010:04 period
on macfo-economic impact analysis on Islamic stock returns in Indonesia, it can
be concluded.as follows: (i). The model is significant simultaneously (wholly),
. but not significant partially. It is only inflation that approaches the significant
value with a value of 0.052; (ii). Due to the absence of significant partial
variables, the coefficient in front of the variable is opposed to theory; (jii). A
total of 39.8% of the data can be explained by the four variables, while 60.2% of
them are influenced by other data; and (iv). The 2008 monetary crisis greatly
affected the Islamic stock returns to be negative value. It leads the model, even
though it is significant, not significant partially. Thus, 60.2% of the data is
influenced by other data.
The monetary crisis in 2008 has greatly affected the model as a

measuring tool. Other additional data are likely required that greatly affect the’

movement of Islamic stocks.
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Appendix

OnioSanmpls Klmogoroy-Smbrnoy Test
5Bt Gowth | Rstunsyadth | Eeflasi | Lnioviin
N 24 % 24 % %
Noma! Paranden™ Mean g&as| 56875 susrl  s3esf 1o
s, 19562 75660 1461942  42751] 6526
Deviatio
L
MostBxtremo Diffwences Abaclute 38 126 129 41 135
Positive A% 100 19 ML 106
Negative 138 -126 S28f o101 135,
Kolmogarov-Scnimor 2 67 817 633 1,689 564
| Asymp. St (2-taled) 743 841 M7 75 T
& Test EstributionIsNomal
b. Caleudzied from dats.
Regression
Variables Entered/Removed®
- Varables "Variables Meth
‘Model | - *Entered Removed od
1 | ioinvein, Enter
- | Growtt,
| Inflasi, SBI
a. All mquéstéﬁ variables entered.
b. Dependent Variable: Returnsyariah
Model Summary’
R
Squar Adjusted R Std. Error of Dutbin-
Model [ Square the Estimate Watson
1 ,631* ) 398 271 12,48107 1,484
a. Predictors: (Constant), Ininvmin, Growth, Inflasi, SBI
b. Dependent Variable: Returnsyariah
ANOVA®
Mean
Model Sum of Squares daf Square F Sig.__
1 Regression 1955970 4 488,992 3,139 ,039*
Residuval 2959,763 19 155,777
Total 4915,733 23

a. Predictors: (Constant), Ininvmin, Growth, Inflasi, SBI
b. Dependent Variable: Returnsyariah
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**. Correlation ls significant at the 0,01 leve! (2-taled).

Cocticieotst
Stadardized
Unstendardized Coefflelents | Coefficients Celtinearity Statistics
| Model B SuBror| — Bet t_ | sig | Tolersne | wviIF
1 (Constant) BATI| 4448 1589 107
SBI 36|  3im 4] el 260 A% 504
Gowt s8]  se A304] 54| M6 m 1,073
Tnflast 3025 1441 +854] 207 052 185 5,367
Lafaveia S0 47 28] 36| 18 AT L139
2. Dependent Vadable Retumsyarish ’
Coflinearity Diagnostics
| Condiion Varignca Proportions
Model  Dimension envalus Index {Constant) SBI Growth | Inflas | Intnivmin
1 1 43812 1,000 00 oo] 00| .0 .00
2 ge4] 54 00 ool o1 L4 01
3 013 18,888 02 a5l 85| .8 03
4 ,008 24,548 00 38 20 A3 A5
. $ 002] 47,439 B8l A4Sl g3 25 81
a. Dependent Vartable: Retumsyariah
Corrslations
Grow lovmi
581 th | Retunsyadah | thlad | o
s8I Pearson 1] -149 -148] 897"| -318
Correlation
Sig. (24alled) 488 Ass| 00| 134
N 24) . 24 24 24 24
Growth Pearson 148 1 -AT1| -051] 168
Correlaon .
Sig. (2-4ailed) A8 oro] st a4t
N 24| 24 2¢) 2| 2
Retumsyarah Pearson “148| -3m7| 1| -335] -268
Correlation
Sig. (24alled) A9| 070 Joa| 209
N 24| 24 24) u|
‘|tnftast Pearson 897"} 051 -335 1] -233
Correlation
Sig. (2-alled) 000| 814 408 273
N 24| 2 24] |l
tninvmin Pearson -316] ,185 -2688] -233 1
Corrlafion 1
Sig. (24alled) A34) A4 2000 278
N 2] 2 240 o4l




Residuals Statisties"
Minimum Maxinum Mean Std. Deviation
Predicted Value -8,3597 24,0061 6,1167 9,218 24
Residual 25,8710 17,85733| 00000 11,3439 24
Std. Predicted Vahie -1,570 1,940 000 1,000 24
Std. Residual 2,070 1,431 000 . 909 24
2. Dependent Variable Retumsyarizh

Fuqum_:r:
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