
1 INTRODUCTION 

Indonesia is a country dominated by Mus-
lims. As a Muslim country, sharia-based fi-
nancial institutions have grown tremendous-
ly in the past few decades. Sharia stocks are 
emerging stocks in Indonesia Stock Ex-
change. Since the establishment in 2010, the 
number of sharia stocks has grown to 423 
stocks in 2019. In Indonesia Stock Ex-
change, the Indonesia Sharia Stock Index 
(ISSI) was established in 2010.  
By definition, a stock is considered as sharia 
stock if: 

The business activities of listed compa-
nies do not violate sharia principles, such as 
gambling and the like, prohibited trading, 
ribawi financial services (interest-based 
banks and financing companies), risk trading 
that contains an element of uncertainty (gha-
rar) or gambling (maisir), production or dis-
tribution of illicit goods, destroy morals or 

harm, transactions that contain elements of 
bribery (risywah). 

The financial ratio of the issuer according 
to Sha-ria, namely total interest-based debt 
compared to total assets, is not more than 
45%, and non-halal income compared to to-
tal income is not more than 10%. 
There is a special committee that determines 
a stock can be classified as Sharia or non-
sharia stock in Indonesia. 

The trading rules for sharia stocks are dif-
ferent from those of non-sharia. The main 
differences areonly sharia stocks can be 
transacted, sharia stocks buying transactions 
can only be done in cash (cash-basis transac-
tions), so there are no margin trading trans-
actions and Prohibition of selling sharia 
stocks that are not yet owned (short selling). 
As the trading rules are different, it is ex-
pected that stock returns will be different 
from those of non-sharia, especially regard-
ing the effects of macroe-conomic factors. 
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ABSTRACT 
Various macroeconomic factors influence the stock market performance. This study aims to 
investigate the ef-fects of inflation rate, interest rate, and exchange rate on the sharia stock 
market performance in the Indonesia Stock Exchange. The market performance is indicated 
by a portfolio index calculated based on the return of stocks that are consistently listed in the 
Indonesia Sharia Stock Index (ISSI). The effects of every macroeco-nomic factor are first 
tested individually and then simultaneously.  Based on the data from 2011 up to 2019, it is 
found that inflation rate, interest rate, and US$ exchange rate have a negative effect on the 
market performance. 
Keywords: Inflation, Interest Rates, Exchange Rates, and Sharia Stocks. 

 

Advances in Economics, Business and Management Research, volume 180

Proceedings of the 18th International Symposium on Management (INSYMA 2021)

Copyright © 2021 The Authors. Published by Atlantis Press B.V.
This is an open access article distributed under the CC BY-NC 4.0 license -http://creativecommons.org/licenses/by-nc/4.0/. 26



Figure 1 shows IHSG, ISSI, interest rate, 
inflation rate, and exchange rate during the 
2011-2019 peri-od.  It can be seen that the 
IHSG and ISSI in-creased significantly 
(more than 50%) during the period.  Though 
the average is almost constant, the inflation 
rate fluctuated widely during that period.  
The US$ exchange rate increased during that 
peri-od.  Though there is a slight variation, 
the interest rate was almost constant during 
that period.  The significant increase of 
IHSG and ISSI shows that both sharia and 
non-sharia stocks in Indonesia Stock Ex-
change have attracted investors and traded 
actively. Many studies on the effects of vari-
ous macroeconomic factors on stock returns 
have been reported; however, the results are 
still unclear and inconsistent. 

Figure 1. Various macroeconomic factors and market 
indexes. 

 
This paper studies the effects of macroe-

conomic factors on the sharia stock market 
performance in Indonesia Stock Exchange. 
The market performance is defined as an in-
dex calculated from the returns of 46 sharia 
stocks listed consistently in the Indonesia 
Sharia Stock Index (ISSI). The studied mac-
roeconomic factors are inflation rate, interest 
rate, and US$ exchange rate. Each macroe-
conomic factor is first tested individually 
and then tested simultaneously. Based on the 
data of the 2011-2019 period, it is found that 
the effects of inflation rate, interest rate, and 
exchange rate are negative. The main contri-
bution of this paper is a technique to obtain-
ing consistent and significant results. 

1.1 Literature review 

In the past few decades, interests in Islamic 
finance are growing significantly worldwide. 
Though many researchers still doubt Islamic 
finance, many re-searchers expect that Is-
lamic markets and institutions will grow 
dramatically in the future (Al Zahrani 2019).  

Ross initiates research on the effects of 
macroeconomic factors of stock returns by 
introducing a theory named Arbitrage Pric-
ing (APT) (Ross 1976). This theory is con-
sidered different from the Capital Asset Pric-
ing Model (CAPM) theory introduced by 
Sharpe in 1964 (Sharpe 1964). In APT, it is 
hypothetically argued that the stock prices 
are determined by various macroeconomics 
variables instead of just market risk pro-
posed in CAPM. 

Various studies on the performance of 
sharia stocks have been reported in the liter-
ature (Khazali 2014, Narayan 2016-2018 
and Yahyaee 2020).  The ef-fects of various 
global factors on the market perfor-mance 
have also been reported (Naifar 2016, Ma-
ghyereh 2019 and Godil 2020). In Indonesia, 
sev-eral works on sharia market perfor-
mances have also been reported (Wahyudi 
2014 and Qoyum 2020). Most of the com-
mon macroeconomic factors used in these 
studies are inflation rate, interest rate, ex-
change rate, gold price, and Gross Domestic 
Product. Though various works have been 
done, the authors consider that the results are 
inconsistent. 

2 RESEARCH METHODS 

The data used in this study is obtained from 
Indonesia Stock Exchanges over the 2011-
2019 period. The study uses sharia stocks 
that are consistently listed in ISSI over that 
period. Though the total number of sharia 
stocks in 2019 was 423 stocks, there were 
just 46 stocks consistently listed and actively 
traded in ISSI. The data for inflation, interest 
rate, and US$ exchange rates are obtained 
from the Indonesian Cen-tral Bank (BI). The 
interest rate used in this research is BI’s 7-
day Reverse Report. In this paper, a market 
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performance index is calculated as the aver-
age monthly return of 46 stocks is listed 
consistently in ISSI. 

At first, classical tests such as normality, 
heterosce-dasticity, multicollinearity, and 
autocorrelation are conducted. If all classical 
tests pass, then the effects of inflation rate, 
interest rate, and exchange rate on the stock 
return are tested individually. The final work 
is testing the effects of those three macroe-
conomic fac-tors simultaneously. 

The authors then try several approaches 
to smooth the data. When the monthly data 
is used, it is found that the results are incon-
sistent. It seems that the main reason is the 
monthly data fluctuates widely from time to 
time. To solve this problem, this study uses a 
moving average technique. In this technique, 
monthly data that is averaging over 12 
months is used. The accuracy of the derived 
model is indicated by the coefficient of de-
termination and significant probability. 

3 RESULTS AND DISCUSSIONS 

Table 1 shows the results of the t-test. This 
test is re-quired to determine the effects of 
each independent variable on the dependent 
variable. This table shows that each macroe-
conomic factor has a negative effect on the 
market performance index. The result is sta-
tis-tically acceptable because the significant 
levels are less than 5% as shown in Table 1.  
 
Table 1: The t-test 

 

Variable Coefficient Std. Error t-Statistic Prob. 

     

C   0.110100 0.015005  7.337342 0.0000 

Inflation rate -4.022181 1.248834 -3.220750 0.0018 

Interest rate -5.935490 1.834950 -3.234688 0.0017 

Exchange rate -0.037075 0.008488 -4.367836 0.0000 

 
Table 2 shows the results of the f-test. 

This is a test to check the effects of all inde-
pendent variables on the dependent variable. 
These results show that the three macroeco-
nomic factors have a substantial impact on 
the market performance index. As the signif-

icant level is less than 5%, the resulted mod-
el is statistically acceptable. 

Table 2: F test 

   
 Weighted Statistics 

   

F-statistic 14.42209 

Prob (F-statistic) 0.000000 
 

   
 

Table 3 shows the test results for R-
squared and adjusted values. This test is 
used to calculate the coef-ficient of determi-
nation. This test is useful to check how far 
the dependent variable is explained by the 
independent variables (Adjusted R-squared 
= 30%). This value is relatively high as the 
most commonly obtained value is approxi-
mately 10-30% (Levy 2012). 
 
Table 3: Coefficient of Determination (R2) 

  

R-squared 0.317513 

Adjusted R-squared 0.295497 

  
 

Based on the above results, it can be con-
cluded that inflation rate, interest rate, and 
exchange rate have a substantial impact on 
the sharia stock market perfor-mance. The 
effects of all macroeconomic factors in-
vestigated in this work are negative. The 
biggest ef-fect is the interest rate and the 
lowest is the exchange rate. 

4 CONCLUSION 

This study investigates the effects of infla-
tion rate, interest rate, and exchange rate on 
the sharia stock market performance. Based 
on the data from 2011-2019, it is found that 
the effects of those macroeco-nomic factors 
on the market performance are negative. The 
coefficient of determination is 30%. The re-
sults are consistent when each macroeco-
nomic factor is tested individually. Generali-
zation of this result is left for future 
investigation. 
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