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ABSTRACT 

This study aims to identify and analyse the analysis of economic growth determinants and stock prices of emergency 

market countries in ASEAN. The research type used is associative and descriptive. The data type used is secondary 

data using panel data in 4 ASEAN emerging market countries namely Indonesia, Malaysia, Thailand and the 

Philippines from 2015 Q1 to 2020 Q4. This study uses an error correction model (ECM) analysis tool. The variables 

in this study are economic growth, stock price index, interest rates, inflation, portfolio investment, foreign direct 

investment and international trade. The results of this research showed that: Based on the research results (1) 

Economic growth in the short term had a positive and insignificant effect on foreign direct investment and 

international trade, while portfolio investment had a negative and significant effect on the economy growth in ASEAN 

Emerging Market countries. Meanwhile, in the long term, foreign direct investment has a positive and insignificant 

effect on economic growth, while international trade and portfolio investment have a negative and insignificant effect 

on economic growth in ASEAN Emerging Market countries (2) The stock price index in the short term is positively 

and significantly affected by economic growth, while portfolio investment has a positive and insignificant effect, 

while interest rates have a negative and significant effect and inflation has a negative and insignificant effect on stock 

price indexes in the ASEAN Emerging Markets countries. While in the long-term Portfolio Investment has a negative 

and significant effect on the stock price index, while interest rates have a positive and significant effect on the stock 

price index, while inflation has a positive and insignificant effect and the last, economic growth has a negative and 

insignificant effect on the Stock Price Index in the ASEAN Market Emerging Countries. 

Keywords: economic growth, stock price, foreign direct investment, international trade, portofolio 

investment, interest rate, inflation and emerging market. 

1. INTRODUCTION

The global economy is predicted by the International

Monetary Fund (IMF) to have an unfavorable future, but 

this does not apply to emerging market countries. 

Emerging markets have been an engine for global 

economic growth over the last decade. The economic 

landscapes in these countries are also changing [1]. The 

improvement in the growth of emerging market 

countries was contributed by the economic recovery in 

Argentina, Turkey, Iran, Brazil, Mexico, Saudi Arabia, 

and India.  

Asia and the emerging market countries in it are the 

engines of world economic growth, and emerging 

market countries in the ASEAN Region are no 

exception. The growth of industries such as China and 

India plus a very large population in Asia makes Asia 

experience a fairly rapid development in the field of 

economy so that Asia is predicted to become an engine 

of economic growth in the next few years. 

Of the 10 countries whose economy is predicted to 

accelerate in 2028, there are 4 ASEAN countries, 

Thailand, Malaysia, Indonesia and the Philippines. 

Asean which is an area that has very high potential in 

the field of natural resources, agriculture and tourism 

plus a large population will also be able to affect 

economic growth in the world. The following is the 

economic growth condition of Emerging market 

countries in the ASEAN region. 

From Figure 1 Below, we can see Economic Growth 

in Emerging Market Countries where from Q1 2015 to 

Q4 2019 the Philippines became a country with a fairly 

high rate of economic growth where their average 
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economic growth was above 5%. Meanwhile, Indonesia 

and Malaysia, their economic growth rate from Q1 

2015-Q4 2019 experienced an average Economic 

Growth of above 4%, stagnant economic growth in 

Indonesia occurred because Indonesia, which still relied 

on public consumption to boost economic growth, was 

affected due to low commodity prices, especially 

agricultural commodities which made the level of public 

consumption becomes low, almost the same problem is 

also experienced by the country of Malaysia. while 

Thailand is a country with a fairly low growth rate 

compared to the other 3 countries, this is due to the 

trade war, political turmoil and the decline in the Bath 

currency exchange rate. 
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Figure 1. Economic Growth of Emerging Market 

Countries in ASEAN (%) 

Source: IMF and World Bank, 2020 

In 2020 almost all countries experienced a decline in 

the economy this was caused by the Covid-19 pandemic 

that attacked the whole world. The disruption to the 

economy caused by the Covid-19 pandemic has also 

reduced the pace of economic growth in Emerging 

Market countries in ASEAN. The main sectors 

contributing to economic growth such as public 

consumption experienced a very sharp decline, as well 

as the tourism sector etc. The economic growth rate of 

Indonesia, Thailand, the Philippines and Malaysia from 

Q2 2020 to Q4 2020 Experienced minus and almost 

experienced an economic recession due to continued 

decline in economic growth. 

These different economic growths are influenced by 

many factors including Interest Rates, Inflation, 

Portfolio Investment, and Country Stock Prices. First, 

foreign direct investment (FDI), FDI plays an important 

role in the economic growth of developing countries. It 

affects employment scenarios, production, prices, 

income, imports, exports, the general welfare of the 

receiving country, and the balance of payments and 

serves as one of the important sources of economic 

growth (Hussain and Haque, 2016) [2]. The increase in 

foreign direct investment, especially targeting the real 

sector, will have effects such as an increase in company 

production so that it will increase employment and will 

increase public consumption. 

Second, international trade has a great influence on 

economic growth, an increase in international trade, 

especially an increase in exports, will have a positive 

effect on the business world, an increase in exports will 

make companies increase their production higher, an 

increase in production will coincide with an increase in 

investment and increase in employment. The increase in 

international trade will also increase the country's 

foreign exchange reserves, the effect of this trade will 

directly have a positive effect on economic growth. 

Third, Portfolio Investment, Investment is an 

important role in the growth and development of a 

country's economy. A lot of investment or in the sense 

of increasing investment in a country has an impact on 

the country's capital which will increase and can be used 

to improve infrastructure, for example. So the role of 

investment is important to increase economic growth in 

a country. 

Figure 2. Stock Price Index of Emerging Market 

Countries in ASEAN 

Source: OJK and IMF, 2020 

From figure 2 above, it can be seen that 

changes in the stock price index from one country to 

another occur simultaneously. These changes include 

increases or decreases in share prices. In 2015, almost 

all ASEAN emerging market countries experienced a 

decline in stock prices this was due to several factors, 

both domestic factors of each country such as the 

economic slowdown that almost all ASEAN countries 

experienced. Meanwhile, external factors are the 

weakening of the Chinese economy, which began to 

experience an economic slowdown, so that ASEAN 

countries, which export the majority to China, have a 

negative impact from this. The decline in commodity 

prices also had a decreasing effect on the Stock Price 

Index, this happened because ASEAN countries still 

relied on commodities for export purposes. Another 

factor was the increase in FED interest rates which 

forced foreign funds out of developing countries. 

Meanwhile, external factors are the weakening of the 

Chinese economy, which began to experience an 

economic slowdown, so that ASEAN countries, which 

export the majority to China, have a negative impact 

from this. The decline in commodity prices also had a 
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decreasing effect on the Stock Price Index, this 

happened because ASEAN countries still relied on 

commodities for export purposes. Another factor was 

the increase in FED interest rates which forced foreign 

funds out of developing countries.  

From 2016 to 2017 the Stock Price Index in 

emerging market countries began to increase, this was 

due to the improving economy of emerging market 

countries in ASEAN. 

2019 Q2 to 2020 Q2 stock prices of emerging 

market countries in ASEAN experienced a considerable 

decline in this case due to the COVID-19 pandemic that 

hit the whole world and destroyed almost all sectors 

including the economic sector. As a result, many 

investors panic sell on the stock exchange so that almost 

all stock issuers experience a decline. Whereas in 2020 

Q3 there was an increase in the stock price index in 

several countries, this happened when the new normal 

was implemented in almost all countries so that the 

economy began to increase again and investor 

confidence in the stock market began to return so that 

the stock price index began to increase. 

2. LITERATURE REVIEW

2. 1. Economic Growth Theory

The Economic growth is a long-term 

macroeconomic problem. In each period a society will 

increase its ability to produce goods and services. This 

is due to the increase in the prevailing factors of 

production [3]. Economic growth in other countries can 

mean increased competition for our domestic exporters 

and producers, who are clean to compete with foreign 

exporters (Krugman et al., 2013: 147) [4]. The 

economic growth of other countries in the world has 

positive and negative effects on the nation's economy, if 

other countries experience good economic growth, then 

on the positive side it will encourage exports of one 

country to other countries, but there will be competition 

between exporters and producers.  

2.2. Stock Price Index 

Stock price index are equity instruments, which are a 

sign of participation or ownership of a person or 

business entity in a company or limited liability 

company (Nor Hadi, 2013) [5]. The stock price index is 

an indicator or reflection of stock price movements and 

the index is one of the guidelines for investors to invest 

in the capital market, especially stocks (idx.co.id). The 

stock price index is a market trend that describes market 

conditions at a time whether the market is active or 

sluggish. Thus, the stock price index describes the 

performance of stocks, both individually and 

cumulatively (market performance), so that it can be 

seen in the context of what actually happened investors 

and fund channels on a macro basis through the capital 

market mechanism.  

2. 3. The Effect of FDI on Economic Growth

Ram and Zhang (2002) say that FDI can encourage

economic growth because FDI can provide financial 

resources for a country and will increase a country's 

competitiveness in the global market [6].  

If FDI has a positive impact on economic growth, 

then the host country should encourage FDI flows by 

offering tax incentives, infrastructure subsidies, import 

duty exemptions and other measures to attract FDI. On 

the other hand, if FDI has a negative impact on 

economic growth, the host country must take 

precautions to prevent and limit the flow of capital 

(Lyroudi, Papanastasiou, and Vamvakidis, 2004:99) [7].  

2. 4. The Effect of International Trade on

Economic Growth

Abendin & Pingfang (2021) Mercantilists claim that 

growing exports and keeping imports at a minimum 

level will enable countries to achieve a favourable trade 

balance, which in turn will contribute to national 

prosperity and thereby promote economic development 

[8]. 

Adam Smith and David Ricardo concluded that 

countries prosper from foreign trade if they specialize 

and export commodities (goods) with lower cost 

advantages and import goods with much higher cost 

losses. In this view, the main implication of classical 

theory is that a country benefits from international trade 

through specialization and effective distribution of 

resources. 

Classical theorists further suggested that trade with 

other countries would bring new technologies and skills 

to contribute to higher efficiency and economic 

development. They also position that engaging in 

foreign trade leads to economic growth because each 

country will share the benefits of trade 

2. 5. The Effect of Portfolio Investment on

Economic Growth

A portfolio has the concept of a person or fund 

owner who invests in more than one investment 

instrument. Investors have deposits and stocks or 

deposits and bonds or bonds and stocks. The portfolio 

does not only invest in two investment instruments but 

also in two deposits or two stocks or two bonds. Such a 

portfolio is known as a portfolio within (within) the 

instrument.  

An increase in portfolio investment will encourage 

an increase in capital inflows. This capital flow will 

encourage an increase in the output produced which will 

result in an increase in economic activity and contribute 

to increasing economic growth.  
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2. 6. The Effect of Portfolio Investment on

Stock Price Index

Portfolio investment is very influential in the capital 

market, especially for the stock price index in each 

country because with an increase in capital invested 

through portfolio investment, it will increase the 

existing capital in the stock market so that the demand 

for shares continues to increase so that it can increase 

stock prices.  

2.7. The Effect of Interest Rates on Stock Price 

Index 

Interest rate is one of the variables that have a big 

influence on stock prices. Risks posed by interest rates 

such as major financial and economic problems that 

have an impact on stock values. An increase in interest 

rates has a negative impact on each issuer because it 

will increase credit interest expenses and reduce net 

income. A decrease in net income will result in a 

decrease in earnings per share and ultimately the share 

price will fall [9].  Samsul (2015) 

2.8. The Effect of Inflation on the Stock Price 

Index 

According to (Muh Abdul Halim 2018, 80-81) states 

that inflation has a positive impact as well as a negative 

impact depending on the severity or not of inflation. If 

the inflation is mild, it actually has a positive effect (in 

the sense that it can be healthy for the economy), 

namely it can encourage a better economy, which can 

increase national income and also make everyone 

excited to work, save and invest. On the other hand, in 

times of severe inflation, namely when there is 

uncontrolled inflation (hyperinflation), the economy 

will become chaotic and will also feel sluggish. With 

these conditions, people can become less enthusiastic 

about working, saving, investing and producing because 

of rising prices that continue to increase rapidly [10]. 

3. METHOD

The research type used is associative and

descriptive. The data type used is secondary data using 

panel data in 4 ASEAN emerging market countries 

namely Indonesia, Malaysia, Thailand and the 

Philippines from 2015 Q1 to 2020 Q4. This study uses 

an error correction model (ECM) analysis tool. The 

variables in this study are economic growth, stock price 

index, interest rates, inflation, portfolio investment, 

foreign direct investment and international trade. 

Error Correction Model is used with second different 

to estimate the equation of economic growth and stock 

price index. The model used is as follows: 

𝐷𝑃𝐸, 2𝑡 =  𝛼0 + 𝛼1 𝐷𝐹𝐷𝐼, 2𝑡 + 𝛼2𝐷𝑃𝐼, 2𝑡
+ 𝛼3𝐷𝐼𝑁𝑉𝑃𝑂𝑅𝑇, 2𝑡 + 𝛼5𝐸𝐶𝑡   𝑒𝑡1

𝐷𝐼𝐻𝑆, 2𝑡 = 𝛽0 + 𝛽1  𝐷𝐼𝑁𝑉𝑃𝑂𝑅𝑇, 2𝑡 + 𝛽2  𝐷𝑆𝐵, 2𝑡

+ 𝛽3  𝐷𝐼𝑁𝐹, 2𝑡 + 𝛽4  𝐷𝑃𝐸, 2𝑡

+ 𝛽5𝐸𝐶𝑡𝑒𝑡2

4. RESULT

Unit Root Test 

This study was conducted to find out at what level of 

differentiation all variables were stationary. In this 

study, the degree of integration test also used the 

Augmented Dickey-Fuller (ADF) test. Variable data that 

is not stationary at the level will be tested to what level 

of differentiation will all variables be stationary. The 

following are the results of the integration degree test 

using the Augmented Dickey-Fuller (ADF) method on 

the first and second differences: 

Table 1. Unit Root Test with The Augmented Dickey-

Fuller (ADF) Test Method at The First Different and 

Second Different Levels 

Variable 
First different Second Different 

Prob. Conc. Prob. Conc. 

PE 0.0000 Stationer 0.0000 Stationer 

IHS 0.0010 Stationer 0.0000 Stationer 

FDI 0.6837 
Not 

stationer 
0.0030 Stationer 

PI 0.0000 Stationer 0.0000 Stationer 

INVPORT 0.0169 Stationer 0.0000 Stationer 

SB 0.0877 
Not 

Stationer 
0.0000 

Not 

stationer 

INF 0.0001 Stationer 0.0000 Stationer 

Based on the table above, the variables of economic 

growth (PE), stock price index (IHS), foreign direct 

investment (FDI), international trade (PI), portfolio 

investment (INVPORT), interest rates (SB) and inflation 

(INF) have probability values. < 5%, which means that 

all research data used are stationary at the second 

different.  

Error Correction Model (ECM) Regression Results 

Based on the dynamic model of the Domowitz-El 

Badawi Error Correction Model approach for the stock 

price index (IHS) equation. 

The results of the estimation of the economic growth 

equation in this study, the ECT (error correction term) 
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value -0.7639551 with a t-statistic value of 6.673884 > 

t-table 10% df 96 = 1.66088 significant at = 5%. The

ECT coefficient value is negative and statistically

significant, meaning that the ECM specification model

in the study can be said to be valid (Widarjono,

2009:336) [11].

Table 2. Regression Estimation Results with Error 

Correction Model Economic Growth Equation Model 

Variable 

Coefficien

t t-Statistic Prob. 

C 0.358357 0.709437 0.4800 

D(X1_FDI,2) 0.000357 0.775453 0.4403 

D(X2_PI,2) 0.000215 2.094044 0.0393 

D(X3_INVPO

RT,2) -0.000298 -2.305593 0.0236 

ECT_Y1(-1) -0.763951 -6.673884 0.0000 

Source: E-views 9 

Based on the dynamic model of the Domowitz-El 

Badawi Error Correction Model approach for the stock 

price index (IHS) equation. 

Table 3. Regression Estimation Results with Error 

Correction Model Equation Model of Stock Price Index 

Variable 

Coefficien

t t-Statistic Prob. 

C 13.99024 0.305657 0.7606 

D(X3_INVPORT,2) 0.019162 1.625487 0.1079 

D(X4_SB,2) -291.4023 -2.396936 0.0188 

D(X5_INF,2) -74.17816 -1.652402 0.1023 

D(Y1_PE,2) 27.04279 2.675245 0.0090 

ECT_Y2(-1) -0.040781 -1.270945 0.2073 

Source: E-views 9 

The results of the estimation of the economic growth 

equation in this study, the ECT (error correction term) 

value -0.040781 with a t-statistic value of 1.270945 < t-

table 10% df 96 = 1.66088 not significant at = 5%. The 

ECT coefficient value is negative even though the 

probability is not significant. The ECM specification 

model in this study can be said to be valid (Widarjono, 

2009:336).[11]. 

Short-term model 

Table 4. Effects of Short-Term Independent Variables 

on Economic Growth 

Variable t-statistik t-tabel

10%

Porb. 

D(FDI,2) 0.775453 1.66088 0.4403 

D(PI,2) 0.000215 1.66088 0.0393 

D(INVPORT,2) -0.000298 1.66088 0.0236 

Source: E-Views 9 

Based on the table above, the results of data 

processing obtained that the t-statistic value for the 

foreign direct investment variable is 0.775453 < 

1.66088, which means that individually in the short 

term, the foreign direct investment variable does not 

significantly affect economic growth. 

Based on the table above, the results of data 

processing obtained the t-statistic value for the 

international trade variable (PI) is 2.094044 > 1.66088, 

which means that individually in the short term, the 

international trade variable significantly affects 

economic growth. 

Based on the table above, the results of data 

processing obtained the t-statistic value for the portfolio 

investment variable (INVPORT) is 2.305593 > 1.66088 

which means that individually in the short term the 

portfolio investment variable significantly affects 

economic growth. 

The following is a t-statistical test of the ECM 

model with a degree of confidence 10% of the stock 

price index (IHS) equation. 

Table 5. Effects of Short-Term Independent Variables 

on Stock Price Index 

Variable t-statistik t-tabel

10%

Porb. 

D(INVPORT,2) 1.625487 1.66088 0.1079 

D(SB,2) -2.396936 1.66088 0.0188 

D(INF,2) -1.652402 1.66088 0.1023 

D(PE,2) 2.675245 1.66088 0.0090 

Source: E-Views 9 

Based on the table above, the results of data 

processing obtained the t-statistic value for the portfolio 

investment variable (INVPORT) is 1.625487 < 1.66088 

which means that individually in the short term the 

portfolio investment variable does not significantly 

affect the stock price index variable. 

Based on the table above, the results of data 

processing obtained the t-statistic value for the interest 

rate variable (SB) is 2.396936 > 1.66088, which means 

that individually in the short term the interest rate 

variable has a significant effect on the stock price index 

variable. 

Based on the table above, the results of data 

processing obtained the t-statistical value for the 

inflation variable (INF) is 1.652402 < 1.66088 which 

means that individually in the short term the inflation 

variable does not significantly affect the stock price 

index variable. 

Based on the table above, the results of data 

processing obtained the t-statistic value for the variable 

economic growth (PE) is 2.675245 > 1.66088, which 

means that individually in the short term, the variable 

economic growth has a significant effect on the stock 

price index variable. 
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Long-Term Model 

The t-statistic test of the long-term model was 

obtained from the results of the Ordinary Least Square 

(OLS)) with a degree of confidence of 10% with the 

following results 

Table 6. Effects of Short-Term Independent Variables 

on Economic Growth 

Variable t-statistik t-tabel 10% Porb. 

FDI 1.410606 1.66088 0.1617 

PI -0.235318 1.66088 0.8145 

INVPORT -1.354198 1.66088 0.1790 

Source: E-views-9 

Based on the table above, the results of data 

processing obtained that the t-statistic value for direct 

investment (FDI) is 1.410606 < 1.66088, which means 

that individually in the long term the direct investment 

variable has no significant effect on economic growth. 

Based on the table above, the results of data 

processing show that the t-statistic value for the 

international trade variable (PI) is 0.235318 < 1.66088, 

which means that individually in the long term, the 

international trade variable has no significant effect on 

economic growth. 

Based on the table above, the results of data 

processing obtained the t-statistic value for the portfolio 

investment variable (INVPORT) is 1.354198 < 1.66088 

which means that individually in the long term the 

portfolio investment variable does not significantly 

affect economic growth. 

Table 7. Effects of Long-Term Independent Variables 

on Stock Price Index 

Variable t-statistik t-tabel

10%

Prob. 

INVPORT -9.557799 1.66088 0.0000 

SB 1.937270 1.66088 0.0558 

INF 0.610838 1.66088 0.5428 

PE -0.598639 1.66088 0.5509 

Source: E-Views 9 

Based on the table above, the results of data 

processing obtained the t-statistic value for the portfolio 

investment variable (INVPORT) is 9.557799 > 1.66088 

which means that individually in the long term the 

portfolio investment variable significantly affects the 

stock price index variable. 

Based on the table above, the results of data 

processing obtained the t-statistic value for the interest 

rate variable (SB) is 1.937270 > 1.66088, which means 

that individually in the long term the interest rate 

variable directly affects significantly the stock price 

index variable. 

Based on the table above, the results of data 

processing obtained the t-statistic value for the inflation 

variable (INF) is 0.610838 < 1.66088, which means that 

individually in the long term the inflation variable does 

not significantly affect the stock price index variable. 

Based on the table above, the results of data 

processing obtained the t-statistic value for the variable 

economic growth (PE) is 0.598639 < 1.66088, which 

means that individually in the long term the variable 

economic growth does not significantly affect the stock 

price index variable. 

5. DISCUSSION

The Effect of Foreign Direct Investment on 

Economic Growth in ASEAN Emerging Market 

Countries 

Foreign direct investment variables have no 

significant effect in the short term on economic growth 

in ASEAN emerging market countries. Foreign direct 

investment variables have no significant long-term 

effect on economic growth in ASEAN emerging market 

countries.  

The results of this study are in line with Mazenda 

(2014). These findings imply that foreign direct 

investment does not have a significant impact on 

economic growth in the long term. In the short term, 

foreign direct investment has a positive impact on 

economic growth while simultaneously suppressing 

domestic investment. The findings imply that the 

policies and incentives implemented by the government 

have only a small impact in attracting foreign direct 

investment which can increase the significant impact on 

economic growth in the long term [12]. So it can be 

concluded that both in the short and long term, foreign 

investment has a positive and insignificant effect, this 

happens because foreign investment entering developing 

countries does not enter the real sector, so that the 

increase in foreign investment is not directly felt by 

economic growth. 

The Effect of International Trade on Economic 

Growth in ASEAN Emerging Market Countries 

International trade has a significant effect in the 

short term on economic growth in ASEAN emerging 

market countries dan international trade variables do not 

have a significant effect in the long term on economic 

growth in ASEAN emerging market countries.  

So, it can be concluded that in the short-term 

International Trade has a positive and significant impact 

on economic growth in emerging market countries 

because an increase in international trade will increase 
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domestic production and foreign exchange reserves, 

thereby increasing economic growth. 

Meanwhile, in the long term, international trade is 

due to emerging market countries still exporting raw 

goods while imports are goods with high technology at 

very high prices, thereby reducing economic growth. 

The Effect of Portfolio Investment on Economic 

Growth in ASEAN Emerging Market Countries 

Portfolio investment variables have a significant 

effect in the short term on economic growth in ASEAN 

emerging market countries and portfolio investment 

variables have no significant long-term effect on 

economic growth in ASEAN emerging market 

countries.  

In research conducted by Albulescu (2015) found 

that direct and portfolio investments have an influence 

on long-term economic growth, the study considers 

equity instruments and investment funds. The results of 

this study indicate that the incentive package should be 

oriented towards both types of investment [13]. 

So, it can be concluded that in the short term the 

effect of portfolio investment does not affect economic 

growth because in some emerging market countries 

there are still many problems such as high inflation, 

poor infrastructure and corruption, so that increasing 

portfolio investment does not have an impact on 

economic growth. 

Meanwhile, in the long term, portfolio investment 

does not affect economic growth because portfolio 

investment only targets the investment sector which 

cannot have a real impact on the economy. Portfolio 

Investments such as Stocks, Bonds and other 

Instruments will only benefit Investors personally such 

as Bond Interest and Dividends that they get. 

The Effect of Portfolio Investment on Stock Price 

Index in ASEAN Emerging Market Countries 

The portfolio investment variable has no significant 

effect in the short term on economic growth in ASEAN 

emerging market countries. Portfolio investment has a 

significant long-term effect on economic growth in 

ASEAN emerging market countries. 

So, it can be concluded that in the short term the 

effect of the stock price index on economic growth is 

positive and not significant, this is because initially the 

increase in the stock index is also followed by an 

increase in transactions in the capital market, this 

increase in transactions will provide income to the state 

in the form of taxes from each transaction, but This 

income from the capital market has not yet given a big 

influence on economic growth. 

Whereas in the long term the stock price index 

actually reduces growth, this is because if the index 

growth is high in the long term, investors in the capital 

market will reduce transactions because high price 

increases worry investors about overvalued stock prices 

(stock prices in the market are higher). of intrinsic 

value) so that stock investors will reduce transactions so 

as to reduce taxes received by the government from a 

decrease in transactions in the capital market. 

The Effect of Interest Rates on Stock Price Index in 

ASEAN Emerging Market Countries 

Interest rate variables have a significant effect in the 

short term on economic growth in ASEAN emerging 

market countries. Interest rate variables have a 

significant long-term effect on economic growth in 

ASEAN emerging market countries. 

Deny Rohmanda (2014) suggests that interest rates 

have a significant positive effect on the JCI in the 

property sector. This means that the higher the interest 

rate, the higher the JCI. This is indicated by the 

investment decisions of investors involving technical 

and psychological factors and in the period of this study 

there was a situation that was not cateris paribus, so that 

it was possible to have a discrepancy between reality 

and the existing theory. [14] 

In the short term there is a negative and significant 

effect. This relationship can be explained by the effect 

that when interest rates rise, people prefer to invest in 

the treasury market and other fixed income markets, 

thereby shifting funds away from the stock market; and 

a decrease in stock demand will push the stock price 

down. 

While in the long term it has a positive and 

significant effect, this occurs when interest rates rise, 

this will increase the income of banking issuers in the 

long term, so that it will increase the stock price index 

due to the large number of capitalist banking shares in 

the capital market. 

Effect of Inflation on Stock Price Index in ASEAN 

Emerging Market Countries 

Inflation variable has no significant effect in the 

short term on economic growth in ASEAN emerging 

market countries. Inflation variable has no significant 

effect in the long term on economic growth in ASEAN 

emerging market countries. 

Inflation is the most important macroeconomic 

factor that can affect stock market performance. The 

impact of inflation on stock market performance can be 

positive or negative. Inflation has direct and indirect 

impacts on every sector of the economy (Geetha et al, 

2011) [15].  

So, it can be concluded that in the short term 

inflation has a negative and insignificant effect on the 

stock price index because the increase in inflation 

makes prices increase so that it will reduce demand so 

that it will reduce the income of companies so that it 
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will reduce investor interest in buying shares and make 

the Stock Price Index decrease. 

Whereas in the long term it has a positive and 

insignificant effect on the stock price index because in 

the long term an increase in prices does not affect sales 

and even gives profits to the company so that income 

can continue to increase and increase its share price in 

the long term and can increase the stock price index in 

the long term. 

The Effect of Economic Growth on Stock Price 

Index in ASEAN Emerging Market Countries 

Economic growth has a significant effect in the short 

term on economic growth in ASEAN emerging market 

countries. Economic growth variable has no significant 

effect in the long term on stock price index variables in 

ASEAN emerging market countries.  

Soedarsa (2016) This study aims to determine and 

analyze the effect of inflation, GDP growth, firm size, 

leverage and profitability on stock prices in the property 

and real estate sectors listed on the Indonesia Stock 

Exchange 2005-2013. The results show that partially 

GDP growth has no effect on stock prices [16]. In the 

short term, economic growth has a positive and 

significant effect, this happens because the increase in 

economic growth in emerging market countries will 

make investors optimistic so that in the short term there 

will be an increase in stock index prices. 

Whereas in the long-term economic growth has a 

negative and insignificant effect on economic growth, 

this happens because the average economic growth in 

emerging market countries is contributed by public 

consumption so that the increase in economic growth is 

not responded significantly by capital market investors 

so that it does not affect stock prices in stock price 

index. 

6. CONCLUSION

Based on the results of research and analysis that

have been carried out on the determinants and causality 

of foreign direct investment and the current account 

balance of lower middle-income countries in ASEAN 

using the error correction model (ECM) approach, the 

following conclusions can be drawn: 

1. Economic growth in the short term is positively and

not significantly influenced by foreign direct

investment and international trade, while portfolio

investment has a negative and significant impact on

economic growth in ASEAN Emerging Market

countries. Meanwhile, in the long term, foreign

direct investment has a positive and insignificant

effect on economic growth, while international trade

and portfolio investment have a negative and

insignificant effect on economic growth in ASEAN

Emerging Market countries.

2. The stock price index in the short term is positively

and significantly affected by economic growth,

while portfolio investment has a positive and 

insignificant effect, while interest rates have a 

negative and significant effect and inflation has a 

negative and insignificant effect on the stock price 

index in the ASEAN Emerging Market countries. 

While in the long-term Portfolio Investment has a 

negative and significant effect on the stock price 

index, while interest rates have a positive and 

significant effect on the stock price index, while 

inflation has a positive and not significant effect and 

the last, economic growth has a negative and 

insignificant effect on the Stock Price Index in 

Emerging Countries. ASEAN markets. 
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