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Abstract 
This study focuses on the Indonesia Composite Stock Index (ICI) during the financial crisis 
(March-September for 1994-1995, 1995-1996, 1996-1997, and 1997-1998) and the COVID-19 
pandemic (March-September for 2017-2018, 2018-2019, 2019-2020, and 2020-2021) based 
on the changes in world gold prices and the exchange rate "Rupiah,” denoted as Rp. The 
period was chosen because it significantly negatively impacted Indonesia’s economic growth. 
Quantitative methods using a secondary data set indicated different findings in a given period. 
Partial regression analysis resulted in various impact levels for each hypothesis. On the 
contrary, the multiple regression analysis showed a strong relationship between gold prices 
and exchange rates as independent variables and Indonesia’s composite index as dependent 
variables. The limitation of this research is the short-term period of data collection to be 
included for further generating knowledge based on the phenomena to ensure reliable 
decision-making for investors, managers, or organizations in the Indonesian context. 
Keywords: Indonesia Composite Index, Gold Price, Indonesian Exchange Rate, Partial 
Regression, Multiple Linear Regression 
 
Introduction 
Indonesia ultimately suffered the most dramatic depreciation of the 1997 financial crisis 
compared to other Southeast Asian countries. The crisis—which was brought on by the 
rupiah's unsustainable depreciation—has caused the worst recession the economy has ever 
known. According to data from Bank Indonesia, the GDP contracted by 13.68 percent in 1998, 
and the annual rate of inflation rose to 77.63 percent. Mullineux et al. (1999) stated that the 
recession marked by large-scale bank and business failures forced a large increase in 

 

                                         Vol 14, Issue 12, (2024) E-ISSN: 2222-6990 
 

 

To Link this Article: http://dx.doi.org/10.6007/IJARBSS/v14-i12/24099          DOI:10.6007/IJARBSS/v14-i12/24099 

Published Date: 12 December 2024 



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN BUSINESS AND SOCIAL SCIENCES 
Vol. 1 4 , No. 12, 2024, E-ISSN: 2222-6990 © 2024 

1417 

unemployment. Asian Development Outlook 1998 (ADO, 1998) contended that the absence 
of signs of excessive credit creation or reckless monetary expansion in the impacted nations 
meant that fiscal profligacy was not the root of the Asian crisis. Table I shows that from 1991 
to 1996, all the impacted economies saw tiny budget surpluses; however, in 1997, there was 
a slight deficit. The unaffected economies, on the other hand, saw greater deficits from 1991 
to 1996 but achieved balances in 1997. The impacted economies saw increases in growth, 
inflation, and savings rates, but there was evident trouble with their current account balances 
of payments, with deficits amounting to 5% of GDP in 1996, primarily due to the appreciation 
of their real exchange rates (Ryan, 2000).  

 
Table 1 
Major Economic Indicators: Affected and Non-Affected Economies, 1991 – 1997 (Percent) 
 
 
 
 
 
 
 
 
 
 
 
 
 
The value of the South Korean won, and the Malaysian ringgit had decreased by 42%, the Thai 
baht by 53%, the Indonesian rupiah by 80%, and the Philippine peso by 36% in January 1998 
(Asian Development Bank, 1998). In addition to the currency crisis, these countries' stock and 
real estate markets saw significant losses, which negatively impacted banks and non-bank 
lending institutions that were already inundated with requests for panic withdrawals (Ryan, 
2000). The prolonged economic crisis in Indonesia was caused by the government's decision 
to seek IMF assistance only after the rupiah exchange rate plummeted, as described by IMF 
(International Monetary Fund) agency. Foreign investors who have put their money into 
Indonesia have lost confidence in the market and sold their currencies and assets as quickly 
as possible, which has a significant influence on Indonesia as a country (Indonesia 
Investments, 2021). Faced with a collapsing exchange and stock market, the Indonesian 
government had little option but to concede to the demands of the IMF and Western 
governments (Robison & Rosser, 1998). 
 
By the end of 2019, the next catastrophe occurred in Indonesia; the outbreak of the COVID-
19 virus was confirmed in Wuhan and impacted almost every country in the world by early 
2020, as seen in Figure 1, by the development of cases globally. This pandemic first appeared 
and was confirmed as an outbreak in Indonesia in March 2020 (World Health Organization, 
2021). Prevention programs have been carried out in many affected countries in the world, 
including Indonesia, which issued Government Regulation Number 21, 2020 concerning Large 
Scale Social Restrictions (PSBB), which require people to only carry out activities such as 
school, work, and religious activities at home (Ministry of Foreign Affairs, 2020).  The empirical 



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN BUSINESS AND SOCIAL SCIENCES 
Vol. 1 4 , No. 12, 2024, E-ISSN: 2222-6990 © 2024 

1418 

findings demonstrate that the initial local detection announcement of the COVID-19 
pandemic has a mixed influence on the major Asian stock market indices (Adnan, 2022). 

  
 

Figure 1. Global and Indonesia's COVID-19 New Cases and Total Number of Deaths 
(Worldometers, 2024) 
 
The performance of the Indonesian capital market is reflected in the movement of the 
Composite Stock Price Index, which represents all stock prices listed on the Indonesia Stock 
Exchange. Macroeconomic indicator variables such as inflation, the rupiah exchange rate 
against the dollar, and GDP have proven to affect the movement of stock indices. Investor 
activity and commodity prices also have an impact on stock index movements (Martalena & 
Malinda, 2019). Inarno Djajadi, President Director of the Indonesia Stock Exchange, stated 
that the Jakarta Composite Index (JCI) reached its highest level at 740.83 in July 1997. 
Furthermore, the index plunged to reach its lowest level in December, to 339.54. Figure 2 
shows a decrease of 54.7% within the year. The following year, in 1998, the Composite Index 
strengthened again to the highest level of that year, reaching 554.11 in February 1998. Then, 
in September 1998, the index experienced a drastic decline, reaching the lowest level of 
256.83, where the decline reached 53.65%. This can be seen in Figure 2, which shows the shift 
in the Composite Stock Price Index in 1997–1998, which was very volatile. 

 

 
Figure 2. Jakarta Composite Index 1997–1998 (Investing.com) 
 

The Indonesia Stock Exchange issued a press release on March 12, 2020, stating that it had 
temporarily suspended trading (trade halt) for 30 minutes at 16:05:58 JATS time during the 
early days of the COVID-19 epidemic in Indonesia (Jakarta Automated Trading System) as a 
result of a 5% decline in the Composite Stock Price Index (Indonesia Stock Exchange, 2020). 
On March 23, 2020, at 14:52:09 JATS (Jakarta Automated Trading System) time, this also 
happened, for the same reason, the decline in the Composite Stock Price Index to 5%, which 
closed with the weakening of the Composite Stock Price Index to 3,989.52. A trading halt 
occurred 7 times; in addition to those already mentioned, it also occurred on March 13, 17, 
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19, and 30, 2020, and September 10, 2020, based on press releases (Indonesia Stock 
Exchange, 2020). Due to the increase in victims infected or dying from COVID-19, the 
weakening of the index is still dominant (Indonesia Stock Exchange, 2020). The composite 
stock price index peaked at 5,151.24 in August 2020 before rising to 6,279.80 in March 2021 
(Investing.com, 2021). 
 
 
 
 
 
 
 
 

 
Figure 3. Jakarta Composite Index, March 2020 – September 2021 (Pandemic Covid-19) 

 
Among macroeconomic factors, as commodities, gold and silver proved to be the most 
suitable incorporation of the real monetary standard unit for many decades. Price fluctuations 
for gold, oil, and other energy sources, including gas, have a significant impact on Indonesia's 
mining industry and, ultimately, the country's economic growth (Ady, 2021). Previous 
research on the gold price and its effect is more focused on the impact on the sectoral 
composite index. The limited amount of research has become a gap explored in this paper. 
All classical economists, without exception, expected gold and/or silver money, either 
explicitly or implicitly. Karl Marx, who cannot be regarded as a supporter of gold money, 
stated that he approached the problem of determining the objective value of commodities 
(independent of surplus value) as a scientist rather than a political ideologue and wrote, 
"Throughout this work, I assume, for simplicity, gold as the money commodity." (Marx, 1967) 
(Mccormick, n.d.). As gold is one of the investment instruments, diversification of the 
investment portfolio should be done with full knowledge of the minimum risk level. 

Based on the variations found in preliminary research by scholars, various market 
segments must be able to make an effective decision to react to market stress. Furthermore, 
this study intended to develop a deeper understanding of dynamics investment instrument 
among the variables to mitigate the impact of future crises and mitigate the risk for investor, 
governments, or other policymakers following two major events in Indonesia. 
 
Literature Review 
Indonesian Composite Index and Exchange Rate Volatility 
Global financial crises not only cause increased volatility but also have a negative effect on 
the informational efficiency of foreign exchange markets because of the uncertainties created 
by recessions, rising inflation, and slowing economic growth (Hooper and Kohlhagen, 1978; 
Kandil et al., 2007). This research offers some intriguing findings from its comparison of the 
pre- and post-financial-crisis periods. When comparing the level of efficiency for countries 
with free-floating exchange rates to their pre-crisis period, there was a noticeable decline 
following the financial crisis (between 31.25% for Mexico and 77.14% for Sweden). It is 
noteworthy that, notwithstanding this deterioration, countries with free floating exchange 
rates remain more efficient than those with managed floating exchange rates. Following the 
financial crisis, Brazil, Colombia, India, the Philippines, South Africa, Thailand, and Turkey—all 
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of which have managed floating exchange rate regimes—saw increases in exchange rate 
efficiency. On the other hand, it worsened for Indonesia, Israel, and Korea (Diniz-Maganini et 
al., 2021). Many developing nations decreased their exposure to external debt after the 1997 
Asian exchange crisis by issuing bonds denominated in their own currencies (Hofmann et al., 
2021). When examining the relationship between exchange rates and stock markets in Asian 
countries, the evidence suggested a mixed picture for Japan and Indonesia; no link was 
established (Granger, 2000). During the pandemic, event study testing found that only events 
related to the first confirmed case of COVID-19 and the implementation of large-scale social 
restrictions in Indonesia affected the composite index (Ghazali & Faturohman, 2022). 
Following the different previous research and the increasing uncertainty of the global 
situation, this study compared the relationship between the Indonesian composite index and 
exchange rate Rupiah (Rp) based on two major critical events: the monetary crisis and 
pandemic COVID for further knowledge. 
 
Indonesian Composite Index and Gold Price 
It is stated in the article that stock investments can also be influenced by the gold price and 
result in a positive relationship (Kusumawati & Asandimitra, 2017). Gold is considered a risk-
free investment in the long term (Ady, 2021). Supports this statement and opines that 
investors’ wealth will remain intact by investing in gold (Apriyanti, 2012). The price of gold is 
high as it is rare and possesses corrosion-resistant properties (Wahyudi et al., 2017). The 
world gold prices show a significant influence on the performance of the Composite Stock 
Price Index (ICI), with a significant value of 0.022 < 0.05. The regression coefficient value 
obtained shows a unidirectional or positive relationship between world gold prices and IHSG 
performance (Rotinsulu et al., 2021). Investigates the dynamic connectedness and volatility 
transmission between precious metals futures, Brent oil futures, and ASEAN stock markets, 
including Indonesia, Malaysia, the Philippines, Singapore, Thailand, and Vietnam. Indonesia 
and Malaysia spill over to the rest of the ASEAN stock markets as well as to crude oil and 
precious metals during bearish market conditions. The Indonesian market is the highest 
transmitter of spillovers, irrespective of market conditions (Mensi et al., 2021). In the study 
between gold and stock returns, with a focus on the United States market, the study found a 
small and negative relationship between the prices of gold (Smith, 2001). The price of gold 
does not affect the Indonesia Composite Index (Lawrence, 2013). With the limited research 
subject of the relationship between gold price volatility and the Indonesian composite index 
and the various results, this research will reveal within a set period the gap found by the 
researcher. 
 
Research Methodology 
Data 
Data collection is based on secondary data released by data collection agencies, namely the 
investing.com site for the composite stock price index, the Bank Indonesia site for the rupiah 
exchange rate, and the FRED (Federal Reserve Economic Data) website for global gold price 
data. The population used is the Composite Stock Price Index of all companies listed on the 
Indonesia Stock Exchange, with the sample criteria used based on monthly average data for 
the period before and during the financial crisis (March 1994–September 1995, March 1995–
September 1996, March 1996–September 1997, and March 1997–September 1998), as well 
as before and during the COVID-19 pandemic in Indonesia (March 2017–September 2018, 
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March 2018–September 2019, March 2019–September 2020, and March 2020–September 
2021).   
 
Mean Calculating Formula 
The data observation for each variable consists of a daily data set. In this research, the 
measurement used the mean of independent and dependent variables on a monthly basis 
with the following formula. The mean monthly dataset is divided based on two events, which 
are the period before and after the financial crisis, and before and after COVID.  
 
𝑥 =  𝛴𝑥/𝑛                       

(1) 
 
Explanation: 
𝑥  = mean of monthly dataset 

𝛴𝑥 = sum all of daily dataset values 
𝑛 = the total number of daily dataset values  
 
Research Framework 
World gold prices and the rupiah exchange rate are independent variables, and the Composite 
Stock Price Index is the dependent variable in this research. The framework was applied 
during the period before and during the monetary crisis, as well as before and during the 
COVID-19 pandemic. Simple linear regression was used to measure hypotheses H1 to H8. 
 
 
 
 
Figure 4.  The Research Framework 1 
  
Hypotheses derived from the research framework 1 
H1: There is a relationship of world gold prices and the Indonesia Composite Index before the 

financial crisis  
H2: There is a relationship of world gold prices and the Indonesia Composite Index during the 

financial crisis  
H3: There is a relationship of world gold prices and the Indonesia Composite Index before the 

COVID-19 pandemic  
H3: There is a relationship of world gold prices and the Indonesia Composite Index during the 

COVID-19 pandemic  
 
 
 
 
 
 
Hypotheses derived from the research framework 2 
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Figure 5. Research Framework 2 
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H5: There is a relationship of the rupiah exchange rate and the Indonesia Composite Index  
before the financial crisis  

H6: There is a relationship of the rupiah exchange rate and the Indonesia Composite Index 
during the financial crisis  

H7: There is a relationship of the rupiah exchange rate and the Indonesia Composite Index 
before the COVID-19 pandemic  

H8: There is a relationship of the rupiah exchange rate and the Indonesia Composite Index 
during the COVID-19 pandemic  

 
Hypotheses derived from the research framework 3 
The researcher applied multiple linear regression to find the relationship between gold price 
(X1) and rupiah exchange rate (X2) as independent variables and Indonesia’s Composite Index 
(Y) as a dependent variable. 
 
 
 
 
 
 

 
 
                  Figure 6.  The Research Framework 3 

 

Ỳ =  𝑏0 +  𝑏1𝑋1 +  𝑏2𝑋2 + … . + 𝑏𝑛𝑋𝑛                    (2) 
Explanation: 

Ỳ  = Dependent Variable (Indonesia’s Composite Index/ICI) 
𝑏0, …𝑏𝑛  = Regression Coefficient 
𝑋1, …Xn  = Independent Variable (Gold Price and Rupiah Exchange Rate) 
 
H9: There is a relationship of world gold prices and the rupiah exchange rate simultaneously 
with the Indonesia Composite Index before the financial crisis  
H10: There is a relationship of world gold prices and the rupiah exchange rate simultaneously 
with the Indonesia Composite Index during the financial crisis  
H11: There is a relationship of world gold prices and the rupiah exchange rate simultaneously 
with the Indonesia Composite Index before the COVID-19 pandemic  
H12: There is a relationship of world gold prices and the rupiah exchange rate simultaneously 
with the Indonesia Composite Index during the COVID-19 pandemic  
 
Results and Discussions 
Test of Measurement Model 
The classical assumption test was carried out, consisting of the normality test with one sample 
Kolmogorov-Smirnov, resulting in a significant value >0.05; the multicollinearity test with 
variance inflation factors (VIF), resulting in a VIF value < 10; the heteroscedasticity test using 
the Spearman test and scatter plot graphs; and the autocorrelation using the Durbin-Watson 
(DW) test, which followed the run-test to solve the autocorrelation in the data. The classical 
assumption test met the requirement test before conducting the regression analysis (Kline, 
2023). 
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Hypothesis Test 
The relationship of world gold prices and the Indonesia Composite Index before and during the 
financial crisis 
The partial hypothesis test (t-test) results in differences related to the period of the financial 
crisis. The previous two years before and during the event were higher than t-table (2.120), 
which resulted in rejecting the hypothesis that there is no significant relationship between 
variables. On the contrary, a few months before the crisis, the gold price had a significant 
negative relationship with Indonesia’s composite index, with a t-test 6.993. This result is 
contradiction with Kusumawati and Asandimitra (2017), and it is because of the differences 
in the period of analyses.  
 
The relationship of world gold prices and the Indonesia Composite Index before and during the 
COVID-19 pandemic 
Related to the pandemic COVID, the results find that there was no significant influence of 
world gold prices on the ICI during the pandemic (t-test 0.410<2.120), but various 
relationships existed before the pandemic. The results from March 2019 to September 2020 
showed a t-test of 4.667>2.120, meaning that accepting the Ha with the negative relationship 
between gold price and ICI. The opposite result (Twite, 2002) argued that changes in the world 
gold price will have a positive influence on stock market indices in Australia. The differences 
in period and country of analyses became the main factors that made the result different. 
 
The relationship of the rupiah exchange rate and the Indonesia Composite Index before and 
during the financial crisis  
Following the rupiah currency exchange as the independent variable, two periods accept the 
Ha with a significant positive relationship with t-tests of 6.571 (two years before the monetary 
crisis) and 4.211 (during the crisis). This result, in contradiction with Desfiandi et al. (2017), 
resulted in the USD/IDR rate having a negative correlation and being significant to the IHSG 
movement. But it is relevant to the period of March 1996–September 1997; the t-test was -
5.481, meaning that the rupiah exchange rate has a significant negative effect on the ICI.  
 
The relationship of the rupiah exchange rate and the Indonesia Composite Index during the 
COVID-19 pandemic  
The result has a significant negative effect on the ICI, with t-test -4.097 > 2.120. Its support 
comes from Desfiandi et al. (2017), which means that if the rupiah currency depreciates by 1, 
the ICI will decline to 1.034 (coefficient) basis point. It supports the result from Desfiandi et 
al. (2017).  
 
The relationship of world gold prices and the rupiah exchange rate simultaneously with the 
Indonesia Composite Index before and during the financial crisis and Covid-19 pandemic 
From the multiple regression test, the result accepted the hypothesis (Ha) that the world gold 
prices, and the rupiah exchange rate simultaneously influence the ICI with F-value > F-table 
(3.59). Exception, in the period of March 1994 – September 1995 with F-test (1.233) > F-table 
(3.59) shows that world gold prices and the rupiah exchange rate simultaneously do not 
influence the ICI. Using the square of the correlation coefficient, the coefficient of 
determination (R) is obtained with degree level of relationship between the world gold price 
and the rupiah exchange rate, together with the ICI, resulting in a strong R coefficient > 0.50. 
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Relevant to the F-test, the March 1994–September degree level of the relationship is normal 
with R value of 0.365. 
 
Table 2 
 The Linier Regression Test 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Conclusions 
The results based on partial and multiple regression tests to measure the relation between 
gold price, rupiah exchange rate, and Indonesia composite index before and during the 
financial crisis of 1998 and the pandemic COVID-19 2020 are varied. After two dramatic 
events, since the gold price has no significant relationship, it can be considered an alternative 
investment for individual investors who encounter global uncertainty. In terms of rupiah 
currency, a significant relationship to the composite index signals to investors the current and 
future outlook of the Indonesian economy. The government must control inflation to improve 
the performance of companies listed on the stock market that can attract foreign investment. 
 
Limitations 
Scholars and other researchers can include other variables such as inflation, interest rates, oil 
prices, and others that have not been analysed in this research. Furthermore, the data series 
can be expanded to include more comprehensive phenomena that can influence these 
variables and to provide clearer direction in terms of decision-making for investors or 
organizations. 
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