
  

The Influence of Rupiah Exchange Rate, World Oil 

Prices, and Inflation on the Composite Stock Price Index 

(IHSG) 

Glenn Alfredo Dinata1 and Yusbardini Yusbardini2*  

1 Management and Business Department, Universitas Tarumanagara 
2 Lecturer in Management and Business, Universitas Tarumanagara 

yusbardini@fe.untar.ac.id 

Abstract. Both the concept and the practice of investing in stocks are well-

known. Among Indonesia's several stock indexes is the Composite Stock Price 

Index (IHSG). Exchange rates, global oil prices, and inflation are among the 

macroeconomic elements that might impact the IHSG's volatility. The objective 

of this research is to determine how the IHSG is impacted by changes in the 

following variables: the currency rate, global oil prices, and inflation. This study 

makes use of secondary sources and time series data spanning 2019–2023. The 

data is tested using Ordinary Least Squares (OLS) approach, which incorporates 

assumption tests, in SPSS version 29 software. The study findings indicate that 

the Composite Stock Price Index (IHSG) is significantly impacted by the 

simultaneous effect of the following variables: exchange rate, global oil prices, 

and inflation (F-test). A partial analysis (T-test) shows that the variables that have 

a significant influence on the IHSG are: exchange rate and world oil prices. Apart 

from that, the variables that do not have a significant effect is inflation. 

Keywords: Rupiah Exchange Rate, World Oil Price, Inflation, Composite 

Stock Price Index. 

1 Introduction 

Stock investment has become common in Indonesia, with the Indonesia Composite 

Index (IHSG) being a key indicator of stock market performance on the Indonesia Stock 

Exchange (IDX). The IHSG tracks price changes of listed stocks, making it a crucial 

tool for evaluating economic conditions and market sentiment. Changes in the IHSG, 

whether upward or downward, are often influenced by various macroeconomic 

variables such as exchange rates, interest rates, oil prices, inflation, and gold prices 

(Raudatullaily & Khasanah, 2023). 

Macroeconomic factors like exchange rate fluctuations, interest rates, oil prices, 

inflation, and gold prices significantly shape the IHSG trends (Oktarina, 2015). 

Additionally, factors such as Gross Domestic Product (GDP), industrial production 

growth, and budget deficits can also affect the IHSG. While macroeconomic shifts 

impact the economy gradually, stock prices tend to react more immediately as investors 

quickly assess their effects on company performance (Endri, 2020). 
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Fig. 1. Composite Stock Price Index Chart for the Period 2019-2023 

The following graph illustrates the movement of the Composite Stock Price Index 

(IHSG) from 2019 to 2023, showing significant fluctuations. In March 2020, the IHSG 

experienced a sharp decline of 23.6%. Over the entire year of 2020, the IHSG recorded 

an annual drop of around 5.09%. A recovery began in 2021, with an increase of 10.06%, 

followed by growth of 4.09% in 2022 and 6.18% in 2023. 

One of the key indicators influencing the IHSG is the exchange rate of the rupiah. 

When the rupiah strengthens, investor confidence rises, making stocks more attractive. 

Conversely, rupiah depreciation increases import and raw material costs, reducing com-

pany revenues and making stocks less appealing to investors (Prahesti & Paramita, 

2020). World oil prices also play a role in affecting Indonesia’s capital market. A rise 

in oil prices benefits mining companies listed on the IDX as their net profits grow, 

attracting investors. However, for sectors outside mining, such as infrastructure or con-

sumer goods, which rely on oil for production, higher oil prices increase operational 

costs, reducing company profits and making their stocks less appealing (Basit, 2020). 

Inflation, defined as the general rise in prices of goods and services, negatively im-

pacts the IHSG. Higher inflation reduces purchasing power, increases production costs, 

and if these costs rise faster than revenues, company profits decline. This often leads 

investors to sell their shares due to lower dividends (Moorcy et al., 2021).  

Economic factors' effects on the Indonesia Composite Index (IHSG) have been the 

subject of conflicting findings in earlier research. The rupiah exchange rate signifi-

cantly and negatively affects IHSG (Desfiandi et al. 2017). According to Adam et al. 

(2015), IHSG is favorably and considerably affected by global oil prices. Inflation sig-

nificantly and positively affects IHSG (Ekadjaja & Dianasari, 2017). However, there 

were studies that failed to detect any meaningful impacts. According to research by 

Hidayat et al. (2021), there is a small but unfavorable relationship between the rupiah 

exchange rate and IHSG. The influence of global oil prices on IHSG is favorable but 

negligible (Sartika, 2017). Finally, inflation has a favorable but negligible effect on 

IHSG (Suhadak & Suciany, 2020). Previous studies have shown conflicting findings 

when examining the impact of independent factors on the dependent variable. There-

fore, this research is titled "The Effect of Rupiah Exchange Rate, World Oil Prices, and 

Inflation on the Composite Stock Price Index (IHSG)". 
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2 Research Method 

2.1 Theory (Signalling Theory) 

Signaling theory focuses on the process of communication and decision-making. This 

theory describes situations in which the signal sender conveys information through re-

liable and observable signals to represent qualities that cannot be directly observed. In 

cases where decision-makers face limitations or inaccuracies in information, signals 

serve as a guide to help them make more optimal decisions (Connelly et al., 2025). 

2.2 Samples 

This research is quantitative in nature and makes use of secondary data collected over 

time. The time series method is a way to examine data that changes over time by look-

ing for trends, patterns, and variations in the data as it is gathered consecutively (Wi-

harja & Ningrum, 2020). The Composite Stock Price Index issued on the Indonesia 

Stock Exchange each month will serve as the population in this research. The sample 

methodology used is purposive sampling, which is a non-probability method. If you 

want to be sure that the data you collect is useful and in line with your research goals, 

you should use a purposeful sampling strategy (Sugiyono, 2015). This research uses 

monthly data from the Composite Stock Price Index (CSP) from 2019 to 2023 as its 

sample. 

2.3 Measurement 

World oil prices, inflation, and the Rupiah exchange rate are the independent variables 

in this research. To put it simply, the IHSG is the dependent variable. BPS, Invest-

ing.com, BI, and the IDX are the sources of data. 

2.4 Data Collection and Analysis 

The SPSS program version 29 was used for the testing. Ordinary Least Squares (OLS) 

multiple regression analysis was used for data analysis. The analytical technique known 

as multiple regression analysis makes use of more than two variables; in particular, it 

employs a pair of independent variables and a single dependent variable (Sahir, 2021). 

Next, the Generalized Least Squares (GLS) technique was used to change the random 

effects model. GLS is an approach to regression that aims to fix some of the assump-

tions that Ordinary Least Squares (OLS) regression makes mistakes with. The data was 

subjected to a battery of conventional assumption tests prior to hypothesis testing. 

Among the traditional assumption tests were those for autocorrelation, multicollin-

earity, heteroscedasticity, and normality. A battery of statistical tests, including the t-

test, the F-test, and an R-squared test, were used to evaluate the hypotheses. We used a 

significance threshold of 5%. The information that will form the basis of this study is 

as follows. 
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3 Results And Discussion 

3.1 Multiple Regression Analysis 

Table 1. Multiple Regression Analysis  

Variable F Value Sig. 

(Constant) 15.291 0.485 

Exchange Rate -0.273 0.001 

Crude Oil Prices 12.078 0.001 

Inflation 24.513 0.689 

Y = 15.291 − 0.273X1 + 12.078X2 + 24.513X3  (1) 

You can see the correlation between the independent variables X1, X2, and X3, and 

changes IHSG in the table that shows the results of the multiple linear regression. The 

model's constant of 15.291 suggests that the IHSG is predicted to be 15.291 when all 

independent variables are set to zero. The IHSG will fall by 0.273 units for every one 

unit rise in X1, since the variable X1 has a negative coefficient of -0.273. The positive 

coefficient (12.078) for variable X2 indicates that an increase of one unit in X2 will 

result in a 12.078 unit rise in the IHSG. A positive coefficient (24.513) for variable X3 

indicates that an increase of one unit in X3 will result in an increase of 24.513 units in 

the IHSG. Nevertheless, X3 fail to have a substantial impact on the IHSG since their p-

values is 0.689, respectively. 

3.2 Normality Tests 

 
Fig. 2. Normality Tests 

To test the normality of this data, the graphical analysis method is used, particularly by 

observing the normal probability plot. From the plot above, it is evident that the data 

points are distributed around the line. Thus, it can be concluded that the normality as-

sumption is met. 
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3.3 Heteroscedasticity Tests 

 
Fig. 3. Heteroscedasticity Tests 

The heteroscedasticity test in this research uses a graphical method. If the data points 

in the scatterplot show a certain pattern, this indicates the presence of heteroscedastic-

ity. Conversely, if the points are randomly scattered without any clear pattern, then the 

model does not experience heteroscedasticity. The scatterplot above shows that the data 

points are distributed both above and below zero on the Y-axis and do not display any 

specific pattern. Therefore, it can be concluded that heteroscedasticity is not present. 

3.4 Multicollinearity Tests 

Table 2. Multicollinearity Tests 

Variable 
Statistics 

VIF 
Information 

Exchange Rate 1.231 
There is no multi-

collinearity 

Crude Oil Prices 1.298 

There is no multi-

collinearity 

Inflation 1.088 

There is no multi-

collinearity 

Looking at the tolerance value or the Variance Inflation Factor (VIF) is a frequent way 

to find multicollinearity in a regression model. Inflation, exchange rate, and oil prices 

throughout the globe are the three independent variables included in the table. A VIF 

less than 10 for each independent variable in the regression model proves that there is 

no multicollinearity. Consequently, we may conclude that the independent variables are 

not highly correlated and that the regression model correctly predicts the relationship 

between the two datasets. 
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3.5 Autocorrelation Test 

Table 3. Autocorrelation Test 

Variable Durbin-Watson Information 

Exchange Rate, Crude 

Oil Prices, and Inflation 
1.783 There is no autocorrelation 

The autocorrelation test in this research was conducted using the Durbin-Watson (DW 

Test). The DW test result is then compared with critical values from the table to deter-

mine whether autocorrelation is present. Based on the table, the DW value is 1.783, 

with the lower bound (dL) being 1.44 and the upper bound (dU) being 1.73. Using the 

decision rule where 1.73 < 1.783 < 4 – 1.73, it can be concluded that there is no auto-

correlation in the model. 

3.6 F-test 

Table 4. F-test 

Variable F-test Sig. Information 

Exchange Rate, Crude Oil 

Prices, and Inflation 
19.805 0.001 Accepted 

According to the test criteria, the independent variable does not substantially impact 

the dependent variable if the computed F value is lower than the F table or sig is higher 

than 0.05. When the sig value is less than 0.05 or the F-statistic is larger than the F-

table, it means that the independent variable has a strong influence on the dependent 

variable. The value is 2.54, as seen in the F table. Despite being less than the 0.05 

significance threshold, the sig value of 0.001 and the F-statistic value of 19.805 are both 

higher than the F-table value of 2.54. Inflation, oil prices globally, and currency ex-

change rates all significantly impact the IHSG, according to the F-test.  

H1: If the sig value < 0.05, the regression model is considered valid and appro-

priate for use 

3.7 T-test 

Table 5. T-test 

Variable 
Unstandardized 

B 
T-test Sig Information 

Exchange Rate -0.273 -4.569 0.001 
Significant and

Negative 



 

 

Crude Oil Prices 12.078 3.635 0.001 
Significant and 

Positive 

Insignificant and 
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Inflation 24.513 0.403 0.689 
Positive 

a. The Influence of Rupiah Exchange Rate on the Composite Stock Price Index 

(IHSG) 

First hypothesis analysis (H1) yields a p-value of 4.569, which is more than the critical 

value of 2.005 in the T table, and a significance level of 0.01, which is less than the 

0.05 threshold. Additionally, the Rupiah exchange rate (X1) has a negative regression 

value of -0.273. The IHSG Composite Stock Price Index is clearly inversely related to 

the Rupiah's value. In line with Desfiandi et al. (2017), we note that the CSP Index was 

adversely impacted by the rupiah exchange rate. 

The negative and significant effect of Rupiah exchange rate fluctuations on the IHSG 

highlights the direct impact currency changes have on the stock market. This makes the 

exchange rate a critical factor for investors to consider when making investment deci-

sions. Exchange rate shifts influence the cost of domestically produced goods sold 

abroad, affecting companies in export and import sectors. Businesses engaged in inter-

national operations also feel the impact as these fluctuations alter costs and revenues, 

directly affecting profits (Fuad & Yuliadi, 2021). 

When the US dollar weakens against the Rupiah, investors often expect the Rupiah 

to strengthen in the future. This anticipation leads them to move toward foreign cur-

rency investments, reducing interest in the stock market and negatively affecting the 

IHSG. Additionally, when other investment options appear less attractive, investors are 

more inclined to hold onto dollars to benefit from currency exchange gains (Dewi, 

2020). According to signaling theory, companies send intentional signals to the market, 

expecting that the market will respond and influence their stock prices. Positive signals 

are likely to increase stock prices, while negative signals can lead to declines (Kombih 

& Suhardianto, 2018). 

b. The Influence of Global Oil Prices on the Composite Stock Price Index (IHSG) 

The significance level is 0.01 < 0.05 and the computed T-value is 3.635 > 2.005, ac-

cording to the second hypothesis analysis (H2). In addition, a positive value of 12.078 

is shown by the regression coefficient of global oil prices (X2). Thus, it is reasonable 

to assume that the IHSG is favorably and significantly affected by changes in global oil 

prices. Consistent with other studies, this result shows that global oil prices significantly 

impact the Composite Stock Price Index in a favorable way (Adam et al., 2015). 

Fluctuations in global oil prices can positively affect the IHSG, particularly through 

sectors that directly benefit from rising oil prices, such as mining and energy companies 

listed on the Indonesia Stock Exchange (IDX). As global oil prices rise, these compa-

nies see increased net profits, attracting investors to buy shares in the mining sector, 

which boosts the IHSG (Basit, 2020). Oil is essential for many countries' industrial, 

transportation, and energy needs, and oil-producing countries like Indonesia benefit 
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from higher prices. Although rising oil prices may increase production costs and con-

tribute to inflation, the increased profits in oil-related sectors send positive signals to 

the market, ultimately improving the outlook for the IHSG as a whole (Adam et al., 

2015). 

c. The Influence of Inflation on the Composite Stock Price Index (IHSG) 

The determined T value is 0.403 < T table 2.005, and the significance value is 0.689 > 

0.05, according to the findings of the third hypothesis analysis (H3). The inflation (X3) 

regression coefficient is also positive, coming in at 24.513. We may so infer that infla-

tion has a small but favorable impact on the IHSG Composite Stock Price Index. This 

confirms in Suhadak & Suciany (2020), which found that inflation had a small but fa-

vorable impact on the CSI.  

The inflation rate during the observation period fell under the mild inflation cate-

gory, as it remained below 10%. The lack of significant influence between the inflation 

rate and the IHSG is demonstrated by the continually improving investment climate, 

even as inflation rises. Moreover, the strong economic resilience amid high inflation 

encourages investor optimism, leading them to continue investing in Indonesia's stock 

market (Desfiandi et al., 2017). 

4 Conclusion And Suggestions 

4.1 Conclusion 

Research shows that exchange rates and global oil prices significantly impact the IHSG. 

A depreciating exchange rate negatively affects IHSG as investors shift to foreign as-

sets, and businesses in international trade face increased risks. Conversely, rising global 

oil prices benefit the mining sector, boosting investor confidence and IHSG. Inflation 

has a positive but insignificant effect, as mild inflation below 10% did not substantially 

influence investor behavior, allowing them to maintain stock holdings. 

4.2 Suggestions 

This study provides deeper insight into the relationship between macroeconomic vari-

ables and the Composite Stock Price Index (IHSG), helping investors make more in-

formed investment decisions while minimizing risks due to economic fluctuations. In-

vestors are advised to monitor the movement of the Rupiah exchange rate and world oil 

prices as key indicators in determining investment strategies, with rising oil prices pre-

senting opportunities to expand portfolios, particularly in the mining sector. For the 

government, maintaining Rupiah exchange rate stability should be a top priority, as it 

significantly impacts the IHSG, ensuring sustained investor interest in the stock market. 

Additionally, the volatility of world oil prices must be carefully managed to support the 

energy sector and enhance market attractiveness. Future research should consider in-

cluding additional variables such as gold prices, other macroeconomic indicators, or 

global indices to provide a more comprehensive analysis of factors affecting the IHSG. 
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Moreover, examining the impact of other major currencies such as the euro, yen, or 

pound sterling could offer deeper insights into their relationship with macroeconomic 

variables and their influence on the stock market. 
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