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Abstract

The purpose of s study Is & fing the impact of mcmemmnﬂ‘nrﬁzrran B rates, econciic. growth, wodd of
L &0d the money sUpplk)| on stoox relum in Indonesia, A sampling of 251 isted 23 hsted on fhe

nesia Stoak. Emhﬂwga (I} was camed out using A puiposive sampling ieclhinique, & used in this study

is pane! dats, namely cross-sechion data and time-sedes dag, for the period 2007-2017. While the data analysis
technique uses panel data regression and processed by EvidilE Software. The results showed that inflation and the
Rate does not significantly infiuence stock refums. While, aconomic gromdl, world off price, and money supphy
sigaificantly Infiuence stock roturn. The resull of our study gives the impkcation hal macrosconomc vanables mus!

be controlied fo maintain the slabllty of stock relums.

Keywords: nfiation, Bl rales, econamic growth, wond oif prices. money supoly, siook retum

1. Introduction

Stock refurn is one of the factors that motivate mvesions to
et in return for funds invested by investors against the risks
they bear. Investors nead the information to reduce the risk of
uncerainly cordition. Giobal economic conditions are dynamic
and difficull to predict, includng vanous capital markets in a
volatile  world,  these exlemal conditions aflect the
psychological market on the Indonesia Stock Exchange. The
capital markets are determined by several factors, ncluding
uncerainy of macroecanamic circumstances (Mahasditya et al,
2018). The financial markeis do nol have complete information,
tharafore the investors conslanly monitcr macroeconomic
develcpment and monetary policy stance (Pal & Garg, 2019).

It has beean arguad that carain macroecanomic varablas
such as inflation, inlerest rale, money supply. Industrial
production, and exchange rale have a significaml impact on
stock prices (Erdem, Arslan, & Erdom, 2005). The previous
sludy hes prowvad thal the macroeconomic vanables such as
mterest rates, monay supply, and loreign exchange rates,
atock retums have a significant effect on companies on the

Indonesia  Sock  Exchange (Assagal,  Murwaningsar,
Gunawan, & Mayangsari, 2019).
In Ihisnrﬂnan'l study, we use inflation, Bl [Bank of

Indonesia) rales. economic growth, workd oil price, and money
supply as ﬂoceﬂent varkbles of stock return, We analyze he
dafa from 2007 — 2017 of companies listed on the Indonesia
Stock Exchange Tha study about inflation conducted by
Krisna & Wirawan, (2013] shows that the posiive and
significant effact of inflation on slock ratums, different rom the
results of Tamgjitprom, (2013} and Azar, {2013} which shows
that the effect of inflation on negative stock retums 5 not
sgnilicanl The exchange rate which is also oflen used as a
raferance for investors and economists reqgarding the condition
of the fundamentals of a country's fundameniaks = used as a

resgarch referance. As ressarch conducted by Al-sbdallah &
Aljarayesh, 2017} poinled oul that the exchange rate does nol
signifizantly influence the index of & siock. but the results of
research conducked by Amansyah (2013}, Uauw (2013}, Sifm
(2012), Sishintar, {2009) show thal the oxchange rate has a
significant affect on tha stock price index. Ancther dillerence is
the resull of the research by Gunawan & Wibowa, (2012)
which shows the effect of the Ruplah / US § exchange rate on
positive stock returns is nol significantly diffarent from lhe
results of the research by Prasetiono, (2010}, the resulls show
that Inferest rates on stock return has negative and has no
significant effect.

The results of msearch by Adam, =t al 2013) and
Sisbintari, {2009) show that GDP has a signdicant effect on ihe
movement of the Stock Price Index, But the results of research
conducted by Kewal (2012 show the opposite, that the
axisting GOP valug does not significantly influence the Stock
Prica Index under study, The study conducted by Picha, (2017)
found thal money supply impact stock market, and world ail
prices have & significant effect on siock retum {Suwandy,
2014).

Bazed on tho provious results it can De concluced that
thara & still 8 ressarch gap in the results of studies thal have
bean conducted =o that it can be used as a basis for
sybsequent research, We also feel the nead o measure
macroeconomic variables and their effecis on Slock Retum in
companes lisled on the Indonesia Slock Exchange in 2007 -
2017). Thersfore, the research questions of our study are

1. Does inflation effect stock return ¥

2. Does Bl rate effect stock returm®

3. Does economic growth effect stock retum?
4, Does the world ol price effect stock return®
5. Doas the money supply effect stock return?
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2. Literature Review
2.1 Stock Return

Return Is the result obtained frem the mwestiment or the
bovel of profit enjoved by investors lor an investment made
{Jogiyanio, 2000). Stock Belum according to (Hanafl & Halim,
2005) iz manfioned 88 slock income and i B change in the
value of stock prices In the period. The reward lor Investing in
the: stock marke! is the stock retum which s one of the factors
that madivales invesiors ko invest and is also a reward for the
courage of invesicrs 1o bear the rsk of their imvesimants
(Tandelilin, 2140), Futhermore, according fo (Samsul, (2006)
ratum can be defined as income expressed as a percentage of
the iniigl of capital in investment. Investmeant ncomea of the
siock means as  the profit gained from boying and selling
shares, the pralit is called capital gain and the loss is calked a
capital lnas.

Orne of the goals of investors investing according 1o Ang
(1897 202) i3 1o gel a retum, without the level of benefits
anjeyed from an invesiment, of coursa, imvestars will nat make
an investment, all invesiments have the man goal of getting a
retum. The concept of retum or refwrn mentioned by (Ang
1997: 87) is the level of profits enjoyed by investors for an
mvesiment made.  Stock refurns care  income  eamed by
shareholdarse as a result of their invesiment in carlain
companes, Stock returns can be divided im0 two types
[logivanio 2000}, namaly realized relumns and expeciad
raturms.

2.2 Macroeconomic
2.2.1. Inflation

Inflation means as continuous incraage in the general leveal
of prices_of goods and services over fime or, in another term
oo much money chasing too few goods (Akinsola &
Odhiambe, 2017). Anclher opirien alse said that inflation can
be defined as a condition that indicates the weakening of
purchasing power and will be followed by he declining In the
real of currency value of & country (Khalwaty, 2000). According
1o Fahmi, (2012) inflation is definad as an event thal illestrates
the situation amd condiions where goods have increased and
the value of the currency has weakened. If this happens
continuously it will resull In a detenoration of the everall
econamic conddion and be able 1o shake the political stability
of a country. According to Megaravali & Sampagnara, (2018}
sald that Inflation of & country |2 determined by the alteration in
the consumer price index. Tha higher of tha inflation, thare will
be happen an obvious increase In the livingDexpenses and
shifling of resgurces from investments 10 consumption, High
inflation has an effect on corporale profits wilh the rise in the
cost of borrgwing of the crganizations, which in lum forces
dividendldownward and therabyllowering  stock  prices.
Therelore, it can be sald that the equityporices are pegathely
ralated fo inflation. According fo Jumna. (2017) also saxd that
tha high inflation will ba able lo reduca slock prices. while low
wflation will resull in slow economic growth, and ullimately
slock pricas will aiso mowve slowly.

2.2.2. The Rate

In-conventional banks, interest rates as stated by Kasmir,
{2003) can be inlerprated as a remuneration provided by banks
I customers who buy or sell their products. Interest can also
be inferpretad as the prica to ba paid o customers (who have
deposits) and muest be paid by customens o banks (custamers
who gat loans). Ancther understanding. the intarest rate can be
digtinguished macng, namely the nominal interest rate (nominal
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niarest rata) and the real interasl rate (real interast rate). The
nominal interest rale is the interast rate that can be obsened in
the markel, that is, the interest rale paid by 8 bank without
accounting for inflation. Wharsas, the real nterest rale | a
concapt thal measures interast rates by measurng raturns that
have been reduced by inflation, which shows an increase ol
thee purchasing power of poople n which inflation has been
laken intoOaccount (Mankiw, 2003). Ganarally, the intarast rala
can be also considered as capital cost, or the price that must
be paid for the use of money for a pericd of time. The intarest
rate i called as the cost of borrewing monaey (O. Afolabi & Abu
Bakar, 2(15).

2.2.3. Economic Growth

Economic growlh can be said as process by which an
ncrease in real gross nationaliproduct or real nationallincome
(Untang, 2015). Economic growth ilustrates an mcreasing in
bvingOstandards that can be measured by real oulpul per
person. One indicator of a country's economic gro in the
Gross Domestic Product (GDP)(Jumra, 2017). N economic
grewth Improves; the purchasing power of the people will
ncrease as wel and this gives the company an opporiunity to
ncraase its sales With the increRse in salss, the opporunity to
make a profé will also increasa(Tandellin, 2010}

2.2.4. World Qil Prices

Sevaral factors are affecting investors such as inflation
rates, fuctuations in the stock markel and commodibes
ncluding oll prices{Raraga, Chabachid, & Muharam, 2012).
Crude oil is one of the results mining which is a factor driving
the: wesld economy. Indusires around the world still rely on fuel
ail which is a processed cruda oil production a& a raw matenal
for preduction tactars(Pardede, Hidayat, & Sulasmiyati, 2016).
According 1o Biornland, 20048 (in Raraga et al, 2012) said that
riging workd oil prices would drive up the stock price index. This
& because rising world oll prices drive the economy resulling in
an increasa in aggregate demand and increased welare. With
a high level of communly wellare, the communily lends o
nves! in-stock instruments,

2.2.5 Money Supply

Monetary policy plays an mportant rcle o maintain he
slahility of money circulation. conveyed by Anggarini, (2016)
that money has a central role in the modem aconomy, on the
ane hand if l1o0 much money ciculates in the community
rasulling in a lot of damand. Changes in money supply may will
aflect the stock prices through the changes of porticlio
substitulion or inflationaryBexpectations [Erdem at al., 2008). A
farge amcunt of money in circulation is very dependent on
economic growth, i the economy is more advanced, the
portion of the use of currency (paper money and coins) is
getting smaller, replaced by demand deposits (Manurung &
Fahardja, 2004},

The money supply according to Manurung & Rahardja,
[2004) is the owverall value of money in the hands of the
community. The money supply In the narrow sense (narnow
money] & the amoum of money in cicudation consisting of
currency and demand deposits. (Manurung & Rahardja, 2004)
ate that technically the money supply is money that & really
n the handa of the community, The dewalopmant of the moneay
supply reflects the development of the economy. A growing
and developing economy cauzes the money supply to
nocressa.
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Hypotheses and Research Model

The siudy conducted by Pilinkus, [(2010) akso show the
resull that indicalors of macroeconomic. have the mpac on
slock marketDpardormance n the shor and leng run in baltic
states. The sludy conducted by Hsing, (2011) in Croatia
showed thal macroeconomic vAriables has a relationship on
slock markel, To maintain a  healtvwOsiock  marke!, the
authorities or government would need o pursue  the
aconomicOgrowth. fiscal prudence, moderate increase in the
money supply, a relatively low interest rate or inflation rate.

Economic growth is the process by which an increase in
raal gross nalional product or real national incame. Thus, the
sconomEys said to grow or develap whan real outoul growth
oceurs. If the ecanomic growlh improves, the purchasing power
ol the pecple will alse increase and this gves an opporiunity
for the company to increase its salas. With the increase in

Inflation

Bl Rates

Economic
Growth

Waord Ol
Prices

Money
Supply

tales, the opportunity o eam profits will also increase
(Tandeliling 2110}, Changes in workd ol prazes thal tend 1o rlse,
the economy and stock markets alo tend to expaerience g
dectine. However, il seen the effact will be different lor ail
exporting countrias and 0il importers, becausa for oil axparting
countries the Increase in world oll prices shows the transter of
wizlfare from oil importing countnes o ol exponing counties.
On the confrary, what happans for oil importing countries. This
chows thal oil prices can allect a couniry’s aconomy, sa ail
prices are a reflection of changes in ecanomic conditicns and
changes in the slock markel (Sulrisno, Yuniartha, & Susilowall
20001, The study conducted by (Pardede et al, 2016) also
found thet waorkd crude ol prices and exchange  rates
[exchange rales) have a partial effect on ihe stock price index
of the mining sactor in Indonesia and Singapors.

Basad on the litersturs, we proposad the concepteal modsl

below

Stock Return

Figura 1: Conceptual Framework

4. Research Methodology
4.1. Population and Sample

This stedy uses a gquantitative approach aimed al
describing and testing the hypotheses of wariables: Inflation
(X1), Interest Rates (X2}, Economic Growth (X3}, Workd Ol
Prices (¥X4), Amount of Money Supply (X5}, Stock Retums ()
and Exchange Rata (W) as moderating variables with ressarch
obects on the Indonesia Stock Exchange (IDX). The
populaton in this stedy are 618 listed companies on the
Indonesia  Stock  Exchange. For this study, a sampling
technique based on research objectives [purposive samping)
was used. The basis for sampling began in 2007-2017 based
an the conditicon af the global econamic csis in 2008, This was
revealed from the Bank Indonesia repor (2008) as folows:

- Tha rupiah exchange rate against the US dollar began o
depreciate In early Crofober 2008, starting from Rp. 8,555, - /
USD tands 1o rise and continue o increasa untl mid-Movember
2008. Even the exchange rate of the rupiah against the US
doflar on Movemnber 19, 2008 reached Rp. 11.857, -/ LSD (Bl

2008). The weakening of the rupiah against the US dodar is
due ko the many requests for the US dollar by speculators
alming for prodit,

= Al the and of 2008 the impact of the glabal crisis bagan
1o be fell, Concems that here will be econamic tummall in the
form of a weakening Rupiah exchange rata, inflation which wil
raise the Bl rale can affect the purchasing power ol tha real
sector.

The msuers sampled in the study are listed companes
since 2006 and issusrs thal have complete stock price data for
tha years 2007-2017, namely 251 issuars.

4.2. Hypotheses Testing
4.2.1 The F Testing

The F test is used to test whether the indepandent variable
jpintly influences the dependent varable. Testing all regrassion
estimation coefficients gether is done with the F test, In the F
lest whare the data used is panel dala, the F test is based an
the sudabibty of the model used. This lest can ba done by
oking at the p-value probabdity. if the probability p-value <o
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0,1} then HO is acceptad and Ha is rejected, which means the
mdependent wvariable influences the dependent varlable,
Convargaly, if the probability p-value> o [0.08) then HO iz

rejected and Ha is accepted, which means thal fthe
ndepandent variable simultaneously has no eflect on the
dependent variabla

Warable Coefiiclent [Std. Emor  [-Statistic  |Prob.
i .297213 0068327 4481005 10.00:00
1 -0 230165 0250147 0.8225803 03561
K2 0. F9Rd4 1 542045 =0 177820 f.8568
"3 -1, 148823 831609 -1.B1B585 ;
X 0.001023 @—4.9@3@ E%
X5 -1.08E-07 -08 -4 820078 0000

Effercts Specification E

| |80 he

Cross-section random 10115900 0.0285
[idiosyneratic mndom 06TE518 087 15
i [Weighted Statistics
IR-squeared .001878 Wgan dependant var [0.0232398
Adpusted F-squared 9001 F2ET 5.0 dependent var 0677103
I5.E. of regression 0676518 Sum squarad rasid 15181.02
IF-statictic 12 45253 Durbin-Watson stat 2 2RIE50
[ProbiF-stafistic] 0000000
I hied Statstics
[R-squarea {0.001524 Mean dependent var .05 1436
{Sum squared resid [15604.30 Durhin-Watson stat {2 160481

Table I: Regression Weight Full Mode!

Based on the table above, thw F lest resulls show that
the F-slabstic value ia 1246253 and the prob (F-Siatistic) is
0.00 million. By using a significance level of 0.1 or 10%. the
proby [F-Statistic) vales <01, So it can be concluded thal HO |s
acceplad and Ha B rejected, aning that there is a
simullanecus inluence of nflation, Bl rates, economie growth,
workd oll pricas, and the monay supply 1o stock refurns,

The panel dala regression eguation on the random effect
model is as foliows:

¥ = 0.287213004143 0239164840868 1 -
0.00844051 3251 %2 - 1.1488231715X3 - 0.0010220023831 14
- 1.0B207407827 X5

From the regression equation B can be concuded several
things as follows:

1. Tha valua of the constant coafficient af 0. 13004143,
meaning thal il the inllation variabke [X1), rates (X2).
econamic growth (X3}, world il prices (X4), the money supply
(X5) Is zers, Mmon the amcurtl of slock retums s
0287213004143,

2. The mflation wvariable regression coefficient (X1) is
negative, which s equal fo - 0239164840868, meaning that
any 1% increasa in inflation & predicted to reduce stock retums
by - 0.2301 64840868 assuming the olher varables are fived.

3. Tha regrassion coefficient of the variable Bl rates (2] is
negaltiva, which is equal 1o - 0086440513251, maaning that

any increass in Bl rates by 1% & predicted © reduce stock
retumg by - 0.085440513251 assuming tha cthar varablas are
fized.

4. The regression coefficlent of the wvariable ecomomic
growth (X3} is negative, which s agual to - 1.1488231715,
meaning thal every 1% morease in o economic growth is
predicted to reduce stock retums by - 11488 231715 assuming
lhe ather varablas are Tiwed.

5. The regression cosfficient of the world cil price variabie
(¥4) is negative, that is - 0.00102290236311, maaning that
every 1% Increase in world oll prices & predicted o reduce
gfock refums by - 0.00102200236311 assuming the oiher
variables are flxed.

6. The variable regresson coeflicient of the money supoly
[X5) has a negative value of - 1.08207407827, meaning that
any increasa in the money supoly by 1% is predicted o reduce
sfock retums by - 108207407927 assuming the other vanabies
are fixed.

4.2.2 The T Testing

Based on the lesting of the model, the results in which the
data n this =ludy foliow the random eflect mede! as shown in
table 4.8 obtained the t-statistic values for sach ndependent
varlable are as follows

; Coetlicient
Hypotheses | - agreasiol T-Statistic Sig. Probability | Tha Result
K1y -0,239165 0822893 0.3561 Mot Accapled
23 0096441 0177920 0.8588 Mat Accepled
iy -1.148023 -1.818585 0.0663 Accepted
Xd=Y L 001023 -4.857383 2.0000 Accepted
HXES Y -1.08E-07 -4 528078 0.0000 Accepled

Tatde 2: T Random Effect Mods!

B Based on the data above, testing for inflation vanables, B
rates, economic growth, workd ol prices, and the manay supply
1o skock returms rasults in:
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1. influence of inflation (X1) on stock reems with a p-vale
al 0,3561 indicates that p-values= 0.1 [10%), than HO is rejected
and Ha is accepled. Thiz means thal nflation does natl have a
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significant effect an stock returns.

2. Effect of Bl rates (X2) on slock returng with a p-value of
0.8588 Indicates thal p-value= 0.1 (10%:), then HO is rejected
and Ha is accepled. This means thal Bl rates have no
significant effect on stock returns,

3. Tha effect ol economic growth (X3) on stock ralurns with
& pvalug of 0.0689 indicates thal p-value <01 (10%). than HO
= accepted amd Ha is rejected. This means that sconomic
growlh has a significant nogative ellect on stock relums.

4. The efiect of world oll prices (X4) on stock retums with a
p-walue of 00000 indicates that the p-value =01 (10%), then

HO is accepied And Ha is rejected. This means that world oil
prices have a skignilicant negative effect on stack retums,

5. The effect of the money supply (X5) an stock retums with
a p-valus of 0.0000 indicates that the p-value <0.1 (10%), than
HD is accepted and Ha is rejected, This means that the money
supply has a signilicant negative alfest an stock raturns.

Bazed on table 4.8, the rosundEl the T test aftor testing the
niluence of inflation varables, BI mater, sconomic growth,
word ol prices, and tha money supply to stock refurns, can ba
descriped as lollows,

conceptual model below :

Inflation
0.2301463
_____ Tl = 03T
Bl Rates
A1, (00644 |
(= (LE5AH)
Economic S114u823
Cirovwth [ L L ]
- LD023
fiet = {1 (NI
&,
h ; -1 BRE-07
W nr_d il /U‘ = [, (MIN))
Prices /
Muomey
Supply

Figure 2: The Rezearch Mods! Resulf

4.2.3. Coefficient of determination (R2)

The coefficiont of determination test (A2) s used 1o find
out how much the capacity of the madal or tha indepandent
variable is 10 explan changes in the depencent varkdle, The
coefficient of determinalion has A value batween 0 o 1. The
emaller the value, then indicales the limiations of the ability
of the model formed to explain changes in the independent
variable, conversely if the value of R2 is close ta 1, it maans
that the medel karmed is able to explain vadalions in the
dependant variable perfacthy.

Based on the research resull it appears the coafficient ol
determination (AZ2) as an Adusted B-aguared of 0555621
shows thal the ability of the model formed cam explain
variations In stock retums. The model in this study where
macroeconomic vanables are able fo explain the effes of
55.5683% on stock relurns, the remaining 44.437% &
expiained by other variables not included in the regression
rriodal of this study.

5. Discussion

According o hypothases resulls show that inflation has no
sigrificant effect on slock returns. It means, an incraase in
stock return will not be folibwed by a docrease In Inflation,
High inflation ratas usually occur due to overheated aconomic
conditions.  Tha above research results support the findings

of research conducted by (Selvaningrum & Muljono, 2016)
and [Setyanmgrum & Muljono, 2018) where [nflation has no
significant effect on stock ratums.

The resull of hwoolhesls two show that Bank Inconesia |
Bl) rates have an insignificant eflect on stock returns, This
means that the raduction in Bl rates & not folowed by an
increasa in siock retums,  The influence of inlerest rales on
stock retums indicetes that the increased interest rales
Imposed by Bank Indonesia have an impact on the decslons
of sharehalders and potential investors in imvesting in
company shares fraded on the Indonssia Stock Exchange
(DX} Increased Interest rates affect invesior interest in
imvasting in all real seciors or safer imancial markeds swch as
doposits. Increased interest rates are seen by investars as an
increased investmant risk. With an increased level of risk, it is
also axpoclod o produce higher returms, bul the investment
decisions that ocour tend o be speculative, The tendency of
invastors o buy Bank Indonesia Certificates will nagativaly
Impact the compesite stock price Index on the exchange.

Economic growth has a significant negative eflect on
stock returns. il means thatl an increase in stock matums will
ba foliowed by & decling in economic. growth, The effect of
ecanamic growth on slock returms with a pvalue of 0.0680
indicates tha! the pvalue <04 [(10%). This means that
economic growth has a significant negafive effect on stock
returms, With the regression coeflicient value of the variable
econamic  growth is  negative which is equal w0 -
1.1488231715. meaning thal any increasa in the economic
growth of 1% is predicted o reduce stock retums by -
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1.148823171 5 assuming the other variables are fived.

Economic growth ar known as Gross Domeslic Product
(GDP), including facy@R that aftect changes in slock prices.
The estimated GDF will determing economic devslopmeant.
GDP comes from the number of consumer goods that are not
Inchuded &= capial goods. The increasing number of
consumar goods causes the economy lo grow, and increases
the scale of the company's sales tumover, due o the
consumplive society. With the increase in sales tumaver, the
company's prolits alza increased. Increased profits causa the
company's stock prices to also increass, which has an impacl
on stock price movements  (Kewal 2012)  This sludy
reinfarces research conductad by (Prasetiono, 2010)  feund
that economic growth in the long-run has a negative effect on
slock prices

World ofl prices (¥4) have a significant negative effect on
slock ratums. Thal is, an increase in stock returns will be
foltowed by & dectine in world od prices, The effect of world od
prices on slock retums with a pvalue of 0.0000 indicates that
ther pevaiee =01 (106:). This means that word ol prices have
& signifcant negative effect on siock relurns. With the
regression coefficent valee of the warld oil prce variable
Ivavieey & negeative value of - D.00102290236311, A means
that every 1% Increase in world ol prices s pradcied bo
reduce stock retums by - 0.0010220023631 1 agsuming the
other variahles are fixed.

World oil prices as one of the factors aftecting the stock
exchangs the world mcluding in Indonesia which has a gicbal
gconomic impact in addition fo the rupiah exchange rate.
Fegh world oll peces can have an indirect effect, which &
affecting the global markel and further on the |DX. Indirect
effacts can also occur, namely high world il pricas will further
creale Imbalances in world oif prioss and domastic ail prices,
The impact is encouraging smugging of ofl from inside and
outside the country and will subsequently have an impact on
the national economy and affect the parormance of the stock
exchange. The results of this study are in ling with research
conductad on the influence of macrmeconomic variahles. gold
prices and world oil prices on the JCI study on tha Indonesia
Stock Exchangs 2000-20123 conducted by Gumilang, (2014)
whare the padial findings of ol prices have a significant
negative relationship to the JCI . Buywksalvarci, (2010} which
gxamines the relationship between the Turkey stock index
(IBE-100) and seven macrosconomic vanables, namely oil
prices have a negatve Impact on the Tumey stock ndes
(ISE-100). Qil prices are one of the faclors that affect pricas
ghases in some sectars where rising oil prices wil have an
impact a8 compamy's perlomanca. Aising ol pricea will
increase company cosis and will aflect the company's
TEVETILE.

The research results our study are in lme with a number
of studies that have been conducled where oil prices. affact
stock returns (Prasetiono, 2010} (Narayan & Narayan, 2004)
in their research slated that there are wo things how ol
prices can affect stock prices, First, oll is considerad as a key
in tha production process. An increase in oil prices noreases
the cosl of production, whess the increase in production costs
will push the price of the joint sock. Second, ol prices also
atfect slock retums through a discount rale thal has a
negative effect on stock retrns. Research on oil prices and
slock prices conducted by Kilian & Park, (2008] that world od
prices had a positive Impast on stock market ndex
maovaments. This means thal an increase in world oil prices
will drive up the price of mining company shares. Ths will
encourage an increase in the stock price Index. The same
result was shown by Bjomiand (2008) aboul the movement of
fhe stock price index conducfed in MNomway. The results
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showed that an increass in ward ol prices would drive up the
stock price indes

The money supply has a8 significant negative effect on
stock returns. b means that, an increase in stock refurns will
be tofowed by a decrease in the money supply. The effect of
the money supply (X5) on stock returns with a p-valua of
0U3000 indicates that the p-valuse <0.1 (10%;). This means that
the money supply has a sgnificant negative effect on stock
retums. With a variable regression coefficient of the money
supply [X5) negative value of - 1.08207407927, meaning that
any increase in ithe money supply by 1% is predicted to
reduce stock retums by - 1.08207407 927 assuming the othar
varlables ase fixed. This results alzo supported by Tievakl, ot
al {2019} that said that money supply can efiect stock return.

6. Conclusion

Inflation has a negafiva ang does not sgnificantly aflect
on slock retums on companies listed onfille Indonssia Stock
Exchange |n he 2007-2017 pericd. B rales, economis
growih, world il prices, and money supply has a negative
and significant affect on stock retums. The resulle of this
study indicate ¢ the vanable macroeconomic varables
namely, infkatian, Bl rakss, aeonomic growth, waorld ol prices.
and the money supply simulanecusl hawe a slgnificant
effect simultanecusly on stock returns on companies fisted on
the Siock Exchange i the 2007-2017 period. This implies
that the development of macroeconomic variables must be
controlied to maintain the stabiity of stock returns 5o that
investment Im the stock market cam grow and be aftractive to
inwastors in tha stock market
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