
 

 

 

Abstract— Many factors affect on the volatility of stock index on 

the Stock Exchange such as price, frequency, and volume of stock 

transactions. The value of transactions depend on the analysis of 

investors on the performance of the shares. The purpose of this study 

is to analyze the effect of shares transactions by investors on the 

Jakarta composite index in the Indonesia Stock Exchange. 

This study used multiple linear regression with independent 

variable of volume and frequency of transactions conducted by 

foreign and domestic investors and JCI as dependent variables. The 

data in this study are daily transaction from the month of August 

2013 until July 2014. 

The results of this study showed the foreign investors sell - buy 

foreign investors, foreign investors frequency sell - buy foreign 

investors, foreign investors sell - buy domestic investors, foreign 

investors frequency sell - domestic investors buy and sell the 

frequency of domestic investors - domestic investors buy influence 

significantly against JCI, but not the rest of variables. 

 

Keywords—JCI, Foreign Investors Transactions, Domestic 

Investors Transactions.  

I. INTRODUCTION 

NE of factors that is used to measure a country's 

economic development is securities trading activity at the 

stock exchange. The high trading activities show the 

increasing of fund raising activities, investment and profit 

taking by the company and investors through the capital 

market. The funds raised through the capital market is used for 

the purpose of developing  the company, additional working 

capital, and other purposes. The greater the level of the 

company operation, the higher a country's economic activity. 

Peng et al. (2009) examine the relationship between stock 

prices and the macro-economy as measured by Gross 

Domestic Product and stated that there is a strong macro-

economic influence on the equity markets and not vice versa. 

Similarly, securities trading at the exchange shows the 

demand and supply of securities by investors. Investors who 

sell securities means they see an opportunity to take the profit 

and investors who buy securities also expect to sell at the 

higher price at some future time. The number of purchases of 

a company's shares by investors shows that the good 
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performance of the company in the hope they would receive 

dividends and for short-term capital gain. Many factors 

influence the performance of the stock (stock return) where 

one of them is the economic factor. Butt et al. (2009) 

summarize the results of their research that stock returns of 

different companies behave differently in the same economic 

conditions that tells investors about opportunities to diversify 

risk in the stock market. 

Indonesia Stock Exchange is one of the exchanges to obtain 

funds for the company and to invest for both individual and 

institutional investors. Shares is the instrument that is traded 

on an exchange. Hectic trading as measured by the Composite 

Index depends on the value of the sale and purchasing 

transactions that occur on a daily basis. The more hectic 

transactions that occur on one day, the more increasing of 

composite index  on the day and vice versa. 

Although many types of shares listed at the Stock Exchange 

for the purpose of trade, but not all owners of stock Stock 

Market do trading. It depends on the motive of share 

ownership.  Shareholding of shares listed at the exchange have 

motives, among others: (a) make a profit on a regular basis 

over the long term in the form of dividends; (b) seek short-

term profits through trading buying and selling; and (c) control 

of a particular company by way of accumulating ownership to 

a maximum amount. 

These motives affect transactions. If only a few 

shareholders trade for short-term capital gain, then the 

transaction will be low and vice versa. If many are motivated 

to achieve short-term profits, the stock trading transactions 

will be high. The investors that invest at the exchange include 

both domestic and foreign individual investors and institutions 

from various sectors, securities companies, and securities 

dealers. 

    Factors affecting the stock trading transactions derived from 

supply and demand for stocks. Investors sell shares affected 

by the urgent need for funds, stock prices are expected to 

decline in near futures and other factors. Conversely demand 

for shares by investors due to the prediction of stock prices 

will rise in the future as stock prices are too low at present, to 

receive dividends in the near future and other factors. 

During 2010 to 2013 Indonesia has increased the amount of 

foreign and domestic investors that invest in real sectors, 

because large domestic market. Along with these, many 

companies that take benefits from the capital market as an 

alternative to raise funds and invest. Capital market 

development in Indonesia has a special attraction for foreign 

Application of Statistical Analysis on the Effect 

of Transaction of Domestic and Foreign 

Investors on the Jakarta Composite Index 

Adi Kuswanto, Asep Juarna, Muhammad Abdul Mukhyi, and Raden Suprianto 

O 

3rd International Conference on Business, Law and Corporate Social Responsibility (ICBLCSR’15) May 5-6, 2015 Bali (Indonesia)

http://dx.doi.org/10.15242/ICEHM.ED0515047 90



 

 

and domestic investors in which one of them is to have a high 

volatility resulting in higher investment returns. This is one of 

the attraction of foreign investors to enter Indonesia stock 

exchange (Ministry of Finance of the Republic of Indonesia, 

2011). 

More and more companies and investors take benefits from 

the Indonesia Stock Exchange, the increased number of shares 

traded and value of stock transactions. This affects the value 

of JCI. Therefore the aim of this study was to analyze the 

influence of foreign investors and domestic transactions on 

Jakarta Composite Index at the Indonesia Stock Exchange. 

II.  LITERATURE REVIEW 

Value of composite Index may change every day as a result 

of many factors that affect both the micro and macro factors. 

Micro factors include the company's development plans in the 

future; financial performance; the purpose of use of the funds 

raised from the capital markets, specific news related to the 

company and so on. Macro factors include the rate of 

inflation; interest rates; exchange rate; government policy; 

development of regional and international stock exchanges; 

economic growth nationally, regionally and internationally; 

and so on. 

Much research has been done related to stock returns and 

stock indices. Goonatilake and Susantha (2007) examine the 

volatility of the stock market in on the DJIA, NASDAQ, and S 

& P 500 and the news by using the data of 10 weeks and using 

statistical methods include linear regression; exponential; 

power; logarithmic; and polynomials. They concluded that the 

news affect on exchange fluctuations and methods that 

provide the highest coefficient of determination is the 

polynomial regression method. Rudianto and Ahmad (2012) 

examined the influence of internal and external factors on the 

value of the company at a mining company listed on the Stock 

Exchange by using multiple linear regression and Pearson 

Product Moment. They concluded that the internal factors 

(return on investment, dividend per share and earnings per 

share) affect the price to book value (PBV) with a 

determination coefficient of 10.35 percent and a correlation 

coefficient of 0.411 and external factors (inflation, interest 

rate, and the exchange rate) affect on  the price to book value 

(PBV). Both internal and external factors affect on the price to 

book value (PBV. Hsing (2011) examined the influence of the 

macro-economy on the equity markets in the Czech Republic 

using GARCH models. The conclusion of this study is that the 

Czech stock market index was positively correlated with real 

gross domestic product and stock market index at United 

States and Germany negatively affected by the ratio of 

government debt to GDP, domestic real interest rate, exchange 

rate of CZK / USD, the rate of inflation, government bond 

yields and showed a quadratic relationship with the ratio of 

M2 to GDP. Hsing (2013) studied the effect of 

macroeconomic and monetary policy on stock exchanges in 

Poland by using the GARCH method. He concluded that the 

Polish stock market index is not influenced by the ratio of 

government deficit or debt to GDP and negatively affected by 

interest rate money market. Stock index and the ratio of M3 to 

GDP showed a quadratic relationship. 

Abbondante (2010) examined the influence of the trading 

volume on  the stock index. He defines valume trading as the 

number of shares bought and sold every day. Stock trading is 

an indicator used in technical analysis to measure the strength 

of the stock price movement either ascending or declining. 

Technical analysis seeks to identify the trend of stock price 

movement and then provide recommendations to investors 

who currently have a position long or short for a particular 

stock. The use of trading volume to predict stock index may 

provide an advantage, because in options and futures trading 

in general search index. Therefore, the analysis techniques can 

be extended to analyze stock price movement as a whole. 

Conclusion of the research is that trading volume significantly 

affect on the stock index using  6 and 16 months data, but no 

significant effect on the one month data. 

Aurangzeb (2012) examined the factors affecting the 

performance of the stock markets in Asian countries (Pakistan, 

India, and Sri Lanka) by using multiple linear regression 

method. His research concluded that foreign direct investment 

and exchange rates significantly affect on the performance of 

stock markets in Asian countries, but the interest rate 

negatively affect on them. 

This study uses multiple linear regression method with the 

following equation: 
 

It = β0+β1X1+β2X2+β3X3+ β4X4+β5X5+ β6X6+β7X7+β8X8+e 
 

It  = Jakarta composite index for t
th

  

X1=Foreign investors sell - foreign investors buy 

X2=Frequency of foreign investors sell - foreign investors buy 

X3=Foreign investors sell - domestic investors buy 

X4=Frequency of foreign investors sell - domestic investors 

buy 

X5=Domestic investors sell - foreign investors buy  

X6=Frequency of domestic investors sell  - foreign investors 

buy  

X7=Domestic investors sell - domestic investors buy  

X8=Frequency domestic investors sell - domestic investors 

buy  

III. RESULTS AND DISCUSSION  
 

The following descriptive statistics are presented on the table. 

 
TABLE I 

DESCRIPTIVE STATISTCS 

Var N Min Max Mean Std. Dev. Variance 

X1 235 2.9E+11 1.35E+13 1.37E+12 2.9E+11 1.35E+13 

X2 235 6902 92883 23417.82 6902 92883 

X3 235 2.56E+11 5.12E+12 1.06E+12 2.56E+11 5.12E+12 

X4 235 9984 145256 34783.51 9984 145256 

X5 235 2.79E+11 8.67E+12 1.11E+12 2.79E+11 8.67E+12 

X6 235 7578 115419 31146.34 7578 115419 

X7 235 1.21E+12 7.81E+12 2.49E+12 1.21E+12 7.81E+12 

X8 235 40960 189821 98039.17 40960 189821 

It 235 3967.84 5127.12 4589.004 3967.84 5127.12 

 

The results of multiple linear regression to determine the  

influence of the value of foreign investors and domestic trade 

are presented in the following table. 
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TABLE II 

MODEL SUMMARY
b
 

Model R 

R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .650
a
 .423 .402 222.437 

a. Predictors: (constant),  X1, X2, X3, X4, X5, X6, X7, and X8 
b. Dependent variable: JCI 

 

TABLE III  

ANOVA
b
 

Model Sum of Squares df Mean Square F Sig. 

 Regression 8183447.157 8 1022930.895 20.674 .000
a
 

Residual 1.118E7 226 49478.066   

Total 1.937E7 234    

a. Predictors: (constant), X1, X2, X3, X4, X5, X6, X7, and X8  
b. Dependent variable: JCI 

 

TABLE IV  

COEFFICIENTS
a
 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. B 

Std. 

Error Beta 

 (Constant) 4207.986 64.07  65.68 .000 

X1 -2.5E-11 .000 -.092 -1.66 .098 

X2 1.3E-02 .003 .483 4.76 .000 

X3 -7.5E-11 .000 -.157 -2.07 .040 

X4 -4.0E-03 .001 -.321 -3.46 .001 

X5 3.9E-12 .000 .011 0.17 .866 

X6 0.0E+00 .002 .028 0.26 .799 

X7 2.6E-11 .000 .070 1.09 .279 

X8 3.0E-03 .001 .277 3.56 .000 

a. Dependent Variable: JCI    

 

Table II explains that the coefficient of determination is 

42.3 percent and adjusted determination coefficient is 40.2 

percent. This suggests that foreign investors sell - foreign 

investors buy, foreign investors frequency sell - foreign 

investors buy, foreign investors sell - domestic investors buy, 

foreign investors frequency sell - domestic investors buy, 

domestic investors  sell - foreign investors buy, the frequency 

of domestic investors sell - foreign investors buy, domestic 

investors sell - domestic investors buy and the frequency of 

domestic investors sell - domestic investors buy can explain 

by 40, 2 percent of variance of the Jakarta composite index. 

Table III at the significance level of below 5 percent shows 

that foreign investors sell - foreign investors buy, foreign 

investors frequency sell - foreign investors buy, foreign 

investors sell - domestic investors buy, foreign investors 

frequency sell - domestic investors buy, domestic investors 

sell - foreign investors buy, the frequency of domestic 

investors sell - foreign investors buy, domestic investors sell - 

domestic investors buy and the frequency of domestic 

investors buy - domestic investors buy significantly affect  on 

the Jakarta composite index simultaneously. 

Table IV shows that in partially foreign investors sell - 

foreign investors buy, the frequency of foreign investors sell - 

foreign investors buy, foreign investors sell - domestic 

investorsbuy, foreign investors frequency sell - domestic 

investors buy and the frequency of domestic investors sell - 

domestic investors buy significantly affect the Jakarta 

composite index with a significance level of below 10 percent, 

but variable of domestic investors sell - foreign investors buy, 

frequencies of domestic investors sell - foreign investors buy 

and domestic investors sell - domestic investors buy do not 

significantly affect on the Jakarta composite index with a 

significance level of above 10 percent. 

To determine the ratio between the Jakarta composiite index 

and prediction are presented in the following figure. 

 

 
Fig. 1 Prediction of JCI and JCI 

 

 
Fig. 2 Absolute Error 

 

IV. CONCLUSION 

The conclusion of this study is that foreign investors sell - 

foreign investors buy, foreign investors frequency sell - 

foreign investors buy, foreign investors sell - domestic 

investors buy, foreign investors frequency sell - domestic 

investors buy and the frequency of domestic investors sell - 

domestic investors buy significantly affect on the Jakarta 

composite index. 

Domestic investors sell - foreign investors buy, the 

frequency of domestic investors sell - foreign investors buy 

and domestic investors sell - domestic investors buy do not 

significantly affect on the Jakarta composite index. 

 

 

 

 

3000

4000

5000

6000

1

1
5

2
9

4
3

5
7

7
1

8
5

9
9

1
1

3

1
2

7

1
4

1

1
5

5

1
6

9

1
8

3

1
9

7

2
1

1

2
2

5

Prediction Of Jakarta…
Jakarta Composite Index

0

100

200

300

400

500

600

700

1

1
5

2
9

4
3

5
7

7
1

8
5

9
9

1
1

3

1
2

7

1
4

1

1
5

5

1
6

9

1
8

3

1
9

7

2
1

1

2
2

5

ABSOLUT…

3rd International Conference on Business, Law and Corporate Social Responsibility (ICBLCSR’15) May 5-6, 2015 Bali (Indonesia)

http://dx.doi.org/10.15242/ICEHM.ED0515047 92



 

 

REFERENCES 

[1] A. Paul. Trading Volume and Stock Indices: A Test of Technical 

Analysis. American Journal of Economics and Business Administration. 

2 (3). 2010. 

[2] Aurangzeb. Factors Affecting Performance of Stock Market: Evidence 

from South Asian Countries.  International Journal of Academic 
Research in Business and Social Sciences. Vol. 2, No. 9. 2012. 

[3] B. B. Zaheer, K. Ur Rehman, M. A. Khan dan N. Safwan. Do economic 

factors influence stock returns? A firm and industry level analysis. 
African Journal of Business Management. Vol. 4(5). 2009. 

[4] G. Rohitha dan S. Herath.  The Volatility of the Stock Market and News. 

International Research Journal of Finance and Economics. Issue 11. 
2007. 

[5] H. Yu. Effects of Macroeconomic Variables on the Stock Market: The 

Case of the Czech Republic. Theoretical and Applied. Economics Vol. 
XVIII. No. 7(560). 2011. 

[6] H. Yu.  Effects of Fiscal Policy and Monetary Policy on the Stock 

Market in Poland. Economies.  www.mdpi.com/journal/economies. 
2013. 

[7] P. Jiangang, J. Cui, F. Qin, dan N. Groenewold. Stock Prices and the 

Macro Economy in China. Discussion paper. The University of Western 

Australia. 2009. 

[8] R. Dudi dan A. H. Sutawidjaya.  Factor Analysis of Internal and 

External Company and Its Effect on Company Value in Listed Mining 

Sector in Stock Exchange Indonesia. Thailand  International Conference 

on Business and Management. 2012. 

3rd International Conference on Business, Law and Corporate Social Responsibility (ICBLCSR’15) May 5-6, 2015 Bali (Indonesia)

http://dx.doi.org/10.15242/ICEHM.ED0515047 93




