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Abstract. The stock price is the price of a share that occurs on the stock exchange at a
particular time, determined by market participants based on the level of demand and
supply. Erratic prices present challenges and opportunities to invest, especially during this
pandemic era. Precise analysis of stock prices will provide opportunities for investors to
get high returns. This study investigates the external factors that influence stock prices in
the banking sector in Indonesia. The data analysis method used is the regression analysis
and paired test method. This study's sample consisted of 37 commercial banks listed on
the Indonesia Stock Exchange (IDX) from 2019-2020. The number of data observations
using purposive sampling is 444 samples. The results reveal that inflation, economic
growth, and the money supply have no impact on stock prices. Meanwhile, the rupiah
exchange rate and interest rates have a positive impact on stock prices. The results also
find that there are differences in stock prices before and during the Covid-19 pandemic.
Exciting research results and contributions are also discussed.
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1 Introduction
Nowadays, coronavirus created enormous volatility in the global stock market, leading to
a downward trend in the overall stock position. This was caused by the high panic experienced
by the community due to the Covid-19 pandemic outbreak. The panic caused an adverse reaction
to the stock market, which is very sensitive to people's expectations [1]. The Indonesian capital
market experienced a drastic decline due to the Covid-19 pandemic. Prior to confirmation of the
first COVID-19 in Indonesia, the Composite Stock Price Index (IHSG) was at the level of 6,244
(24 January 2020), weakened to 5,942 (20 February 2020) and was corrected again to the level
of 5,361 (2 March 2020). When the WHO declared a pandemic on 12 March 2020, the IHSG
fell 4.2 percent to 4,937 when Thursday's session opened. This level is the lowest in almost four
years. On 13 March 2020, stock trading was halted for the first time since 2008 due to the Covid19 pandemic [2].
Prior research has investigated the Covid-19 pandemic and its effect on stock prices. Covid19 harms company performance in China [3]. In the stock market sector, stock return prediction
posits by health news [4], the effect of covid-19 outbreaks on stock markets in various countries
[5]; the stock market in different sectors [6] and the difference in Composite Stock Prices Index
before and during covid [2]; [7]; [8];[9]. External factors (i.e., interest rates, money supply,
inflation, exchange rates, and economic conditions) also play an essential role in determining
stock prices. Changes that occur in external factors will be a fast response by the market, creates
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a high potential risk in investment. However, little research focuses on investigating the
influence of external factors on stock prices, especially in the covid-19 pandemic era. Pandemic
distorts the positive relationship between inflation and stock market returns [10].
This study focuses on investigating external factors that affect stock prices on Indonesian
commercial banks. Banking is one of the key industrial sectors contributing to the Composite
Stock Price Index (IHSG) value in the Indonesia Stock Exchange. The existence of banking
becomes the driving force for economic activity. The presence of banking as the intermediary
financial institution, especially during a covid-19 pandemic, is crucial. Since the coronavirus
outbreak, banks have limited the amount of credit distribution but still have to pay remuneration
to savings customers. Therefore, banks have to minimize defaults by creditors. On the other
hand, government policies, i.e., social distancing and PSBB (large-scale social restrictions),
have made most business actors unable to carry out their business activities. This increases the
potential for default on loans, which affects the decline in banking performance. The research
refers to the prior study [11], which examines the inflation variable, the rupiah exchange rate,
interest rates, and economic growth. This research adds the money supply variable. The money
supply is a macroeconomic factor that can affect the ups and downs of stock prices. Besides,
this study analyzes the differences in stock prices before and during the Covid-19 pandemic.
This study uses a sample of commercial banks listed on the Indonesia Stock Exchange for the
period 2019-2020 with monthly data, namely before Covid-19 from July to December 2019 and
during the Covid-19 pandemic from January to July 2020.

2

Method

This study uses a quantitative method approach using secondary data. The population in
this study are commercial banks listed on the Indonesia Stock Exchange from 2019 to 2020.
This study used a purposive sampling technique with several criteria, as follows: (a) commercial
banks listed on the IDX during the 2019-2020 period and not delisted; and (b) commercial banks
that include monthly data on closing share prices for July-December 2019 to January-June 2020.
Table 1 summarizes the measurement of the variables in this study, referring to previous
research [11].
Table 1. Variables Measurement
Variables
Stock price
Inflation
Rupiah exchange rate
Interest rate
Economic growth
Money supply

Measurement
Monthly closing price during the 2019-2020 period
𝐼𝐻𝐾 − 𝐼𝐻𝐾−1
𝑋100
𝐼𝐻𝐾−1
𝑠𝑒𝑙𝑙𝑖𝑛𝑔 𝑝𝑟𝑖𝑐𝑒 + 𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑒 𝑝𝑟𝑖𝑐𝑒
𝑚𝑖𝑑𝑑𝑙𝑒 𝑣𝑎𝑙𝑢𝑒 =
2
𝐼𝑛𝑓𝑙𝑎𝑡𝑖𝑜𝑛 =

The monthly closing price for SBI interest rates for the 2019-2020
observation period
𝐺𝑟𝑜𝑠𝑠 𝐷𝑜𝑚𝑒𝑠𝑡𝑖𝑐 𝑃𝑟𝑜𝑑𝑢𝑐𝑡 (𝐺𝐷𝑃) − 𝐺𝐷𝑃𝑡 -1
𝐺𝐷𝑃𝑡 -1
𝑀𝑜𝑛𝑒𝑦 𝑆𝑢𝑝𝑝𝑙𝑦 − 𝑀𝑜𝑛𝑒𝑦 𝑆𝑢𝑝𝑝𝑙𝑦𝑡 -1
𝑀𝑜𝑛𝑒𝑦 𝑆𝑢𝑝𝑝𝑙𝑦𝑡−1

𝐸𝑐𝑜𝑛𝑜𝑚𝑖𝑐 𝐺𝑟𝑜𝑤𝑡ℎ =

The total sample used was 37 banks with 444 observations. We use multiple linear
regression to test the independent variable's effect (i.e., inflation (INF), the rupiah exchange rate

(RER), interest rates (IR), economic growth (EG), and the money supply (MS)) on the
dependent variable, stock prices (SP). We also examine differences in stock prices before and
during the COVID-19 pandemic using the paired sample test with 222 observations. The
regression equation model for stock prices is written as:
𝑆𝑃 = 𝛼 + 𝛽1 𝐼𝑁𝐹 + 𝛽2 𝑅𝐸𝑅 + 𝛽3 𝐼𝑅 + 𝛽4 𝐸𝐺 + 𝛽5 𝑀𝑆 + 𝜀

(1)

3 Results and Discussion
The results of the classical assumption test suggest that the data do not experience
multicollinearity, homoscedastic, autocorrelation, and normal distribution. Thus, the regression
model formed is suitable to be used to solve this research problem.
3.1 Multiple regression analysis
The F test is used to assess the feasibility of this research model. The test results show that
the calculated F-count is 4,382 with a probability level of 0.000 < 0.05. The F-table value is
2.27. These results indicate that F-count (4.382) > F-table (2.27), then Ha is accepted and Ho is
rejected. This means that the model used is good (fit).
The hypothesis testing results are presented in Table 2 (linear regression test) and Table 3
(paired sample test) as follows.
Table 2. Regression test results
Hypothesis
Inflation → SP (-)
Rupiah exchange rate→ SP (+)
Interest rate → SP (-)
Economic growth → SP (+)
The money supply→ (+)

t-value
-0.909
2.046
2.910
-0.637
0.256

Sig.
0.364
0.042
0.004
0.525
0.799

Result
H1 not supported
H2 supported
H3 not supported
H4 not supported
H5 not supported

Table 3. Paired Samples Test
Pair 1

Before Covid-During Covid

t-value
5.365

Sig.
0.000

Result
H6 supported

The regression results in Table 2 show that only one hypothesis is supported (H2). Inflation
variable with t count -0.909 and a significance level of 0.364 > 0.05, the hypothesis is not
accepted. This shows that inflation has no impact on stock prices. The rupiah exchange rate
shows a t-count of 2.046 with a significance of 0.042 < 0.05, so the hypothesis is accepted. This
means that the rupiah exchange rate has a positive effect on stock prices. The interest rate
variable obtained t count 2.910 with a significance of 0.004 < 0.05, and it is concluded that the
hypothesis is not accepted. However, these results indicate that the interest rate has a positive
effect on stock prices. Moreover, the economic growth variable with t count -0.637 with a
significance of 0.525 > 0.05, the hypothesis is not accepted. This means that economic growth
has no impact on stock prices. The variable money supply with a t-count of 0.256 and a
significance level of 0.799 > 0.05 concludes that the hypothesis is not accepted. Thus the money

supply has no impact on share prices. The paired sample test results in Table 3 show a significant
level of 0.00 < 0.05; that is, there is a difference in stock prices before the Covid-19 pandemic
and during the Covid-19 pandemic.
3.2 Discussion
3.2.1. The effect of inflation on stock prices
The results showed that inflation has no negative impact on stock prices. High or low
inflation rates have no effect on stock prices in the banking sector. During the Covid-19
pandemic, inflation that occurred in May 2020 was meager, at 0.07% month to month. This low
level of inflation is caused by weakening people's purchasing power due to the coronavirus
outbreak's impact. The WFH (work from home) policy resulted in a decline in the majority of
the population's income, which led to lower inflation in the food and beverage sector [12]. This
study is consistent with previous research [11], which proved that inflation had no impact on
the IHSG.
3.2.2. The effect of rupiah exchange rate on stock prices
The test results show that the rupiah exchange rate has a positive impact on stock prices. It
means that if the exchange rate increases, the stock price will increase, and vice versa if the
exchange rate decreases, the stock price will decrease. If the rupiah exchange rate strengthens,
economic conditions increase, and the capital market also increases rising stock prices. The
rupiah exchange rate will have an impact on the stock returns that investors get. When the rupiah
strengthens, investors will invest because the resulting return is high. During this pandemic
period, the rupiah exchange rate weakened so that the resulting return decreased, which resulted
in changes in stock prices. This study's result is consistent with prior studies [13], which indicate
that the rupiah exchange rate positively affects company stock prices food and beverage sector
in the covid-19 pandemic era.
3.2.3.

The effect of interest rate on stock prices

The results showed that the interest rate, as measured by the BI Rate, positively impacts
stock prices. This result is different from the hypothesis proposed; the interest rate has a negative
impact on stock prices. This research indicates an increase in stock prices when interest rates
rise, and when interest rates fall, share prices also decline. Interest rates are also determined by
the existence of a supply or demand for money. During this pandemic, BI issued a policy of
lowering interest rates to maintain economic stability. However, the impact of the Covid-19
pandemic has resulted in individuals being more inclined to invest in savings and deposits even
though the returns have decreased compared to investing in the stock capital market.
Expectations for banking performance are still low despite falling lending rates. The decline in
credit interest rates did not increase credit demand in line with sluggish economic growth [14].
3.2.4. The effect of economic growth on stock prices
The results of this study indicate that economic growth has no positive impact on stock
prices. This suggests that an increase or decrease in economic growth does not affect stock
prices. GDP (Gross Domestic Product) growth is a reflection of economic growth. Improved

economic growth will increase people's purchasing power. Economic growth also impacts
companies with an increase in profits from increased sales [15]. Investors will make investment
decisions based on the company's rate of return, namely stock dividends. When economic
growth is profitable, dividends tend to increase. However, during the Covid-19 pandemic,
economic growth declined, and people tended to use their money/funds to consume goods and
services. Therefore, investment in the stock market is less attractive. This result indicates that
economic growth has no significant effect on stock prices [15].
3.2.5.

The effect of money supply on stock prices

This study shows that the money supply has no positive impact on stock prices. This
indicates that an increase or decrease in the money supply does not affect stock prices. The
money supply does not affect the stock price because the inflation rate's pressure is still in the
low category. The outbreak of the coronavirus has caused a decline in the economic sector in
all fields. The money supply has also experienced slowing growth. Some of the factors that
triggered the slowdown were the decline in savings and foreign exchange and decreased
productive credit distribution due to the impact of the covid-19 pandemic. This research is
consistent with a prior study [16], which states that the money supply does not affect the IHSG.
3.2.6. The difference of stock prices before and during covid-19 pandemic
Different test results show that there are differences in stock prices before and during the
Covid-19 pandemic. This indicates that there has been a change in stock prices from 2019 to
2020. The data obtained reveal that the stock price before the pandemic had a higher price than
the pandemic's stock price. This means that share prices during the Covid-19 pandemic
experienced a significant decline in stock prices due to adverse market sentiment [17]. The
decline in the stock price of the IHSG had an impact on banking stock prices, which experienced
a decrease in share prices. At the close of the second trading session on 6 March, 2020, several
banking issuers experienced a varying decline in share prices. BBRI shares closed down 3.37
percent to Rp4,010, BBCA contracted 3.65 percent to Rp31,000. Furthermore, BMRI shares
have decreased by 4.61 percent to the price of Rp7,250. Meanwhile, BBNI fell 6.23 percent to
Rp6,400, while BBTN fell 3.49 percent to Rp1,660 [16].

4 Conclusion
This study examines external factors that influence stock prices in the commercial banking
sector in Indonesia. This study indicates that external factors in macroeconomics, i.e., inflation,
economic growth, and the money supply, have no impact on stock prices. Meanwhile, the rupiah
exchange rate and interest rates have a positive impact on banking stock prices. The pair sample
t-test shows differences in stock prices before and during the Covid 19 pandemic. This study is
limited to a short observation period of one year consisting of six months before the pandemic
and six months during the pandemic. Future research may focus on daily data for more specific
results. Besides, the sample of this study is conventional banking. Furthermore, the future study
can compare it with sharia-based banking.
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