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INTRODUCTION

The spread of Covid-19 has caused disruptions in various sectors, including the
economy. The Covid-19 pandemic has exacerbated the likelihood of an economic
recession (Junoedi & Salistia, 2020; Nurlaila et al, 2022; Sari & Tambunan, 2021;
Sugianto et al,, 2022). The government is striving to slow down the rapid spread of the
virus so that society can adopt new social patterns in the form of social distancing.
These restrictions demand that society, as consumers, adapt, including in meeting
daily needs. Similarly, producers, as business actors, must adjust to their customers'
needs. Producers must innovate to survive economic uncertainty. The Indonesian
capital market is one of the financial institutions that cannot avoid this pressure.

Ramadhani (2023) explains that the market is currently moving into a negative
position due to low investor sentiment caused by the presence of Covid-19. There is a
slowdown in capital market performance in line with the slowdown in national and
global economies, particularly in sharia stocks and sharia mutual funds. The capital
market is a financial institution that contributes to building the nation's economy. The
economic role of the capital market is to provide a meeting place for capital owners
and those in need of capital. In the financial world, the capital market provides capital
to capital owners to gain returns in the form of dividends or capital gains (Ulhaqgi et
al., 2023; Wijaya, 2022; Zaeni & Utama, 2022).

The sharia capital market is one source of funding and an investment vehicle for
companies whose operational activities are based on sharia principles. The sharia
capital market also influences a country's economic growth rate. The sharia capital
market in Indonesia began with the issuance of the first sharia mutual fund in 1997
(Ammy & Soemitra, 2022), followed by the launch of the Jakarta Islamic Index (JII) as
the first sharia stock index, consisting of 30 of the most liquid sharia stocks in
Indonesia, in 2000. The first OJK regulation on the sharia capital market was issued in
2006, followed by the issuance of the Sharia Securities List (Daftar Efek Syariah
abbreviated DES in Bahasa Indonesia) in 2007. DES serves as a guide for market
participants in selecting stocks that meet sharia principles.

The resurgence of Indonesia’s sharia capital market began in 2011 with the
introduction of innovations such as the Indonesia Sharia Stock Index (ISSI), DSN MUI
Fatwa No. 80 on the Application of Sharia Principles in Equity Securities Trading
Mechanisms in the regular market of the Stock Exchange, and the Sharia Online
Trading System (SOTS). SOTS is the world's first system developed to help sharia
investors conduct stock transactions following Islamic principles. The Indonesia Sharia
Stock Index (ISSI) is listed on the Indonesia Stock Exchange (IDX) and contains sharia
stocks (Fathurrahman & Widiastuti, 2021).

Sharia stocks are grouped based on stock price movements according to specific
criteria, with grouping done by the Financial Services Authority (OJK) through the
Sharia Securities List as a reference. The Indonesia Sharia Stock Index (ISSI)
constituents are re-selected twice a year, meaning that sharia stocks can enter or exit
the ISSI calculation based on average market capitalization. There are two types of
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sharia stock indices in Indonesia, JIl and ISSI. The emergence of sharia stock indices
was marked by the launch of the Sharia Mutual Fund on July 3, 1997, by PT. Danareksa
Investment Management, later known as the Jakarta Islamic Index (JII), in
collaboration with the Indonesia Stock Exchange. In 2011, the Indonesia Sharia Stock
Index (ISSI) was launched by IDX, complementing the previously existing Jakarta
Islamic Index (JI1) (Alam et al., 2020; Mikrad et al,, 2023).

Changes in interest rates affect investors' willingness to invest, as interest rate
changes impact deposit and loan interest rates. If deposit interest rates rise, investors
will prefer to invest in high-return, low-risk deposits. According to Bank Indonesiq, the
Bl Rate is a policy interest rate reflecting the monetary policy stance announced to the
public (Paryudi, 2021). The BI interest rate serves as a reference for loan and deposit
interest rates for banks and financial institutions in Indonesia. Interest rates can
impact stock prices. An increase in the Bl Rate negatively affects investors investing in
companies with more debt than equity, as these companies will face higher interest
burdens (Christianingrum, 2019).

The exchange rate plays a crucial role in trade, as companies engage in
international transactions. The exchange rate records the market price of a foreign
currency in domestic currency or, more simply, the domestic currency price in foreign
currency. The trade activities of companies listed on the sharia capital market affect
the movement of the Indonesia Sharia Stock Index (1SSI) (Kamalludin & Arief, 2018;
Muslih et al, 2023; Nevada & Kusumaningtias, 2020). The exchange rate is related to
inflation. When inflation rises, the rupiah’s exchange rate against foreign currencies
depreciates, indicating a permanent decline in asset value in the economy.
Conversely, when inflation decreases/deflation occurs, the rupiah's exchange rate
against foreign currencies appreciates, benefiting importing companies by increasing
purchasing power (Pratama et al., 2022; Qaring, 2023).

Inflation is the tendency of prices to rise continuously. If only one or two goods'
prices rise, it is not considered inflation unless it leads to widespread price increases in
other goods or services. There are two sources of inflation: Demand-Pull Inflation
occurs when demand for goods rises drastically, causing general price increases, e.g.,
due to increased government spending. Cost-Push Inflation occurs when production
costs rise, reducing production volumes, e.g., due to raw material price hikes or fuel
price increases (Barth & Bennett, 1975; Jain et al., 2022; Schwarzer, 2018; Selden, 1959).

Various instruments can serve as investment alternatives in the sharia capital
market, such as sharia stocks, sharia asset-backed securities, sharia real estate
investment funds, sukuk, sharia mutual funds, and more. Compared to other
investment instruments, one familiar to the public is sharia stocks. Sharia stocks are
certificates issued by issuers for ownership of a company whose business operations
and finances comply with sharia principles (Citradewi, 2021).

Kamal et al. (2021) analyze the partial and simultaneous effects of inflation and
the rupiah exchange rate on the Indonesia Sharia Stock Index (1SSl). The research
shows that simultaneously, inflation and the rupiah exchange rate significantly impact
ISSI. However, partially, only the rupiah exchange rate significantly affects ISSI, while
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inflation does not. Agustina & Nugroho (2023) identify the determinants of the
Indonesia Sharia Stock Index in the long and short term. The findings indicate that in
the long term, inflation (INF), exchange rate (KURS), and policy interest rate (SKBI)
have a negative and significant impact on the Indonesia Sharia Stock Index. In the
short term, only the exchange rate (KURS) has a negative and significant impact on
the Indonesia Sharia Stock Index.

This research aims to understand the correlation between macroeconomic
variables, including inflation, Bl Rate, and exchange rate, and the Indonesia Sharia
Stock Index (ISSI) listed on JIl from 2018-2022. The research period is relevant due to
significant economic changes in Indonesia, especially during COVID-19, which
impacted the financial sector. This study attempts to compare the Indonesia Sharia
Stock Index (ISSI) before and during the implementation of PPKM policies. Compared
to accounting profits, stock prices better reflect the value of companies in the
Indonesia Stock Exchange's sharia stocks, thus using the sharia stock price index as an
indicator of sharia stock performance. Previous research shows varied results,
providing evidence that is considered more valid and reliable due to its objective and
repeatable empirical data.

METHOD

This research employs a descriptive and verificative quantitative method to compare
two observations of the Indonesia Sharia Stock Index (I1SSI) before and after Covid-19
in Indonesia. The data sources for this research are secondary data, specifically all
issuers included in the Indonesia Sharia Stock Index (ISSI). The dependent variable in
this study is the Indonesia Sharia Stock Index (Y). The independent variables consist of
Inflation (X1), the Bl Rate (X2), and the Exchange Rate (X3).

The research data is obtained from several official websites. The Bl Rate data is
from Badan Pusat Statistik website, the Exchange Rate of Rupiah to Dollar is obtained
through the One Data Trade Ministry (Kemendag) website, and Inflation data is
directly cited from Bank Indonesia (BI). Meanwhile, the Indonesia Sharia Stock Index
(Issl) data is sourced from the monthly reports of the Indonesia Stock Exchange,
published by the Financial Services Authority on the website www.idx.co.id, covering
the period from January 2018 to August 2022.

This research consists of secondary data sources, which are information obtained
indirectly from the source, but can be acquired from third parties (Marliyah et al.,, 2022;
Nurbaiti et al.,, 2023). Secondary data sources can be obtained from various resources,
such as books, company reports, mass media, and other references related to
previous research. The data used in this study is a combination of time series data
over a period of b years, from 2018 to 2022, and cross-sectional data obtained through
the Indonesia Sharia Stock Index, BPS, Bl, and One Data Trade Ministry. Data processing
or data analysis techniques in this research are assisted by SPSS For Windows Version
24.00. The data analysis stages in this research begin with the Normality Test and the
Paired-Sample T-test.
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RESULTS AND DISCUSSION

Overview of the Indonesian Sharia Stock Index

The sharia stock index is a statistical measure that illustrates the price movements of
a selected group of sharia-compliant stocks based on specific criteria. According to
the official website of the Sharia Stock Index in Indonesiag, the growth trajectory from
2011 to 2022 is outlined. This study focuses on the period from 2018 to 2022, relating to
the condition of the Sharia Stock Index before and after Covid-19. Based on Figure 1,
the data for the Indonesia Sharia Stock Index before the Covid-19 pandemic moved
stably during the 2018-2019 period. However, after the Covid-19 pandemic was
declared at the beginning of 2020, the Indonesia Sharia Stock Index experienced a
significant decline. The year 2020 is referred to as the pre-vaccination period, before
the government implemented vaccination programs to prevent the spread of the
virus. The government also restricted all activities conducted by the public.

Figure1l

Historical performance of ISSI, JCI, and JII70, December 28, 2013-August 31, 2022

HISTORICAL PERFORMAMNCE Dec 28, 2012 - Aug 31, 2022

1551

JCl

43.89%

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022**

Source: Bursa Efek Indonesia.

With macroeconomic conditions still unstable in 2019, investors sought defensive
stocks with strong balance sheets and low debt levels due to demand and supply
shocks, as well as decreased household consumption in strongly affected sectors.
Comparing to the early pandemic period in March 2020, fundraising from the capital
market has continuously grown year by year. According to the above graph, the
movement of the Sharia Stock Market in Indonesia stabilized and increased from 2021
to 2022. Overall, the sharia stock index began to experience positive growth compared
to the lowest level at the end of March 2020, although there was a year-to-date
decline in both the index and market capitalization value. The ISSI index increased by
43.89%.
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Based on previous research, there are significant differences when testing ISSI
data. Some studies indicate significant effects, while others do not. The research by
Yusuf & Anthoni (2020) compares the movements of the IHSG (conventional) and ISSI
(sharia) stocks, while Pratitis & Setiyono's (2021) study examines ISSI movements
before and after the Covid-19 pandemic, showing different movement data based on
field observations.

Descriptive Analysis

Descriptive analysis is conducted to provide a depiction or description of the data as
seen from the lowest, highest, and average values of each variable before and after
Covid-19. Table 1 shows the SPSS output results indicating that the minimum values
before Covid-19 are equivalent to the values after Covid-19. The maximum values
before Covid-19 are lower compared to the values after Covid-19, as are the average
values obtained. This indicates that Covid-19 impacted the development of the
Indonesia Sharia Stock Index. During the pandemic, ISSI experienced an increase even
though the global economy declined during the pandemic period. Furthermore, the
processed data shows that the Bl rate before Covid-19 was higher than after Covid-19,
as seen in the Min, Max, Mean, and Std. Deviation values. Therefore, the decrease in the
Bl rate had a positive effect on investors who invested in companies with less debt
than equity. This shows that Covid-19 did not impact the Bl Rate level. The processed
data for the Exchange Rate and Inflation show an increase after Covid-19, as seen
from the Min, Max, Mean, and Std. Deviation values.

Table1

Descriptive statistics of research variables

Variable Period N Min Max Mean Std. Deviation
ISs| Before 24 -4,52 5.16 0.4846 2.83586

After 24 -4.52 6.47 0.6012 2.81416
Bl Rate Before 24 4.25 6.00 5.3646 0.64260

After 24 3.50 5.25 3.7708 0.59398
Exchange Before 24 13,413.00 15,227.00 14.198.95 390.20067
Rate After 24 14,062.00 15,737.00 14,592.25 510.40770

. Before 24 248 3.49 3.1133 0.26797

Inflation

After 24 1.33 494 2.4517 112032

Source: Authors’ estimation.

Normality Test
The Normality Test is conducted to determine whether the data to be studied is
normally distributed or not. This study uses the One Sample Kolmogorov-Smirnov test
for normality testing. After obtaining normality results, the hypothesis test to be used
will be determined. If the data is normally distributed, the hypothesis test used is the
Paired Sample t-test. If the data is not normal, the Wilcoxon Signed Rank Test will be
used. The conditions for the normality test are:
a. If the significance value from the Kolmogorov-Smirnov test is greater (>) than
0.05, the normality assumption is met,
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b. If the significance value from the Kolmogorov-Smirnov test is less (<) than
0.05, the normality assumption is not met.

The normality test results using the Kolmogorov-Smirnov statistical test show that
all variables used as determinants of the Indonesia Sharia Stock Index (ISSI), both
before and after Covid-19, have a probability or significance value greater than the
significant level («) of 0.05 (Asymp.sig (2-tailed) > 0.05). Therefore, it can be
concluded that all data is normally distributed, and the scores in the sample can be
considered from the study population. Since the data is normally distributed, the
Indonesia Sharia Stock Index testing can proceed using the parametric test, the Paired
Sample T-Test.

Table 2

Normality test results

Variable Period Sig. Statistics o Conclusion
ISSI Before 0.581 0.777 0.05 Normally distributed
After 0.797 0.647 0.05 Normally distributed
Bl Rate Before 0.381 0.901 0.05 Normally distributed
After 0.100 2.290 0.05 Normally distributed
Exchange Before 0.848 0.612 0.05 Normally distributed
Rate
After 0.179 1.098 0.05 Normally distributed
Inflation Before 0.203 1.069 0.05 Normally distributed
After 0.302 0.971 0.05 Normally distributed

Source: Authors’ estimation.

Paired Sample T-Test

The Paired Sample T-Test is used to test the average difference between two related
samples. The paired samples can be interpreted as a sample where the subjects are
the same but undergo two different treatments or measurements, i.e, measurements
before and after the treatment (Palimbong et al., 2022). The Paired Sample T-Test is
part of parametric statistics, so following applicable rules, the research data must be
normally distributed. If the probability a > 0.05, there is a significant difference between
the data before and after (HO is accepted, Hl is rejected). If the probability « < 0.05,
there is no significant difference between the data before and after (HO is rejected, Hl
is accepted). The hypothesis testing results for financial performance in this study are
explained in the following passages.

Indonesian Sharia Stock Index
Table 3

Paired Sample T test results for Indonesian Sharia Stock Index

Variable Mean N Std. Deviation Sig. (2-tailed)
ISSI Before Covid-19 0.7070 20 2.73249 0.887
ISSI After Covid-19 0.8470 20 2.69240 0.887

Source: Authors’ estimation.
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Based on the SPSS output for the Sample Statistics Test in Table 3, the average
value of the Indonesia Sharia Stock Index before Covid-19 was 0.7070 (70%), lower
than the average value of the Indonesia Sharia Stock Index after Covid-19, which was
0.8470 (84%). The Sig.2-tailed result is greater than the significance level (0.05), or
0.887 > 0.05. Therefore, HO is accepted, and Ha is rejected. This indicates a significant
difference in the average value of the Indonesia Sharia Stock Index before and after
Covid-19.

Based on the above SPSS test results, it can be seen that before Covid-19, from
2018-2019, as shown in the attached graph, the stock movement was stable until 2019,
and when Covid-19 entered Indonesia in 2020, it had a negative impact on Indonesia’s
economic growth, causing the stock market to plummet drastically, also negatively
impacting the sharia stock index in Indonesia. However, ISSI had better stability
because of strict criteria applied to stocks included in the sharia stock list. One
criterion is that interest-based debt should not exceed 45% of the company's total
assets, ensuring that these stock issuers can survive various economic uncertainties,
such as the ongoing Covid-19 pandemic (Andriansyah, 2023; Hartanto, 2022; Jalari et
al, 2023; Muin et al,, 2020).

After Covid-19 began to subside in 2021-2022, the Sharia Stock Index started
experiencing positive growth and increased compared to 2018-2019. This happened
because the Indonesian government implemented various policies and strategies to
strengthen the health and economic sectors synergistically. For example, through Law
No. 2 of 2020 as a step to accelerate pandemic handling and strengthen financial
system stability. All government strategies and policies successfully improved
Indonesia's economic condition (Anggroini & Putri, 2020; Maharani & Marheni, 2022;
Samsul et al, 2021). The improvement was supported by increased public purchasing
power, production activities, and public confidence in conducting economic activities
following the 3M health protocols.

Bl Rate
Table 4

Paired Sample T test results for Bl Rate

Variable Mean N Std. Deviation Sig. (2-tailed)
Bl Rate Before Covid-19 5.4250 20 0.68872 0.000
Bl Rate After Covid-19 3.5125 20 0. 05590 0.000

Source: Authors’ estimation.

The SPSS output for the Samples Statistics Test in Table 4 indicates that the
average Bl Rate before the Covid-19 pandemic in 2018-2019 was 5.4250, which is
higher compared to the average Bl Rate after the Covid-19 pandemic in 2021-2022,
which was 3.5125. The Sig. 2-tailed result is smaller than the significance level (0.05),
specifically 0.000 < 0.05. Therefore, HO is rejected, and Ha is accepted. This shows a
significant difference in the average Bl Rate before and after Covid-19. This suggests
that there is no significant difference in the average Bl Rate before and after Covid-19.
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Widyarto (2019) explains that a lower interest rate can reduce the cost of capital
for businesses, which can drive corporate investment and attract consumer spending
as well as the housing market. The Bl rate can be influenced by several factors,
including the inflation rate, the demand for goods and services, economic conditions,
and money circulation. If the Bl Rate decreases, leading to a decline in banking
interest rates, this can increase asset prices, such as stocks and other securities
(Jabar & Cahyadi, 2020; Wulan, 2020). Therefore, based on the above Samples
Statistics Test, the decline in the Bl Rate post-Covid-19 aims to increase production
capacity and economic growth, with the hope of stabilizing Indonesia’'s economy.

Exchange Rate
Table 5

Paired Sample T test results for Exchange Rate

Variable Mean N  Std.Deviation Sig. (2-tailed)
Exchange Rate Before Covid-19 14.2091 20 0.42690 0.010
Exchange Rate After Covid-19 14.6811 20 0.51395 0.010

Source: Authors’ estimation.

The SPSS output for the Samples Statistics Test in Table 5 indicates that the
average Exchange Rate before the Covid-19 pandemic in 2018-2019 was 14.2091, which
is lower compared to the average Exchange Rate after the Covid-19 pandemic in
2021-2022, which was 14.6811. The Sig. 2-tailed result is greater than the significance
level (0.05), specifically 0.010 > 0.05. Therefore, HO is accepted, and Ha is rejected. This
shows a significant difference in the average Exchange Rate before and after Covid-
19.

The decline in the exchange rate of the rupiah can reduce the role of the national
economy or result from increased demand for foreign currency as a means of
national payment. A higher exchange rate indicates improved performance in the
money market. Based on the Samples Statistics Test, the exchange rate increased
after the Covid-19 pandemic (Beckmann & Czudaj, 2022; Hoshikawa & Yoshimi, 2021;
Jamal & Bhat, 2022).

Inflation Rate
Table 6

Paired Sample T test results for Inflation Rate

Variable Mean N Std. Deviation Sig. (2-tailed)
Inflation Rate Before Covid-19 3.1240 20 0.27192 0.007
Inflation Rate After Covid-19 2.3300 20 1.18894 0.007

Source: Authors’ estimation.

The SPSS output for the Samples Statistics Test in Table indicates that the average
Inflation Rate before the Covid-19 pandemic was 3.1240, which is higher compared to
the average Inflation Rate after the Covid-19 pandemic, which was 2.3300. The Sig. 2-
tailed result is greater than the significance level (0.05), specifically 0.007 < 0.05.
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Therefore, HO is rejected, and Ha is accepted. This shows no significant difference in
the average Inflation Rate before and after Covid-19. Inflation occurs due to a
continuous increase in the prices of all goods within a particular economy. Hence,
after Covid-19, the inflation rate began to decline and stabilize, with the hope of
creating a conducive economic climate characterized by business certainty and
maintained production costs, which will encourage investment growth. Inflation can
reduce the value of currency, thereby lowering people's purchasing power (Aklin et al,,
2022; Egilsson, 2020; Yanescha, 2022).

Significance Testing

F-Test

The F-test is conducted to observe the simultaneous effect of independent variables
on the dependent variable. The method used is by looking at the level of significance,
which is 0.05. If the significance value is less than 0.05, then HO is rejected, and Ha is
accepted; if otherwise, then HO is accepted, and Ha is rejected. Table 7 and Table 8
describe the results of F-test before and after Covid-19

Table 7

F-test Results Before Covid-19

ANOVAP

Model Sum of Squares  df Mean Square F Sig.

1 Regression 7.055 3 2.352 264 .850¢
Residual 177.914 20 8.896
Total 184.969 23

a. Predictors: (Constant), INFLASI, KURS, BI_RATE

b. Dependent Variable: ISSI
Source: Authors’ estimation.

Table 8

F-test Results After Covid-19

ANOVAP

Model Sum of Squares  df Mean Square F Sig.

1 Regression 22.038 3 7.346 .918 .450°
Residual 160.110 20 8.005
Total 182.148 23

a. Predictors: (Constant), INFLASI, KURS, BI_RATE

b. Dependent Variable: ISSI
Source: Authors’ estimation.

Based on the tables above, the F-statistic result before the Covid-19 pandemic is
0.624 with a Prob(F-statistic) of 0.850, which is greater than 5%. After the pandemic,
the F-statistic is 0.918 with a Prob(F-statistic) of 0.450, which is also greater than 5%.
Therefore, it can be concluded that the independent variables collectively do not have
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an effect on the dependent variable, which is the Indonesia Sharia Stock Index (ISSI).
This finding contradicts the previous study indicating that Meanwhile, the variables of
Inflation, BI Rate, exchange rate, JCI, SBIS and world gold prices have an effect on ISSI
simultaneously (Andni & Said, 2022).

Coefficient of Determination (R2)

The coefficient of determination analysis is used to determine the percentage of the
variation in the dependent variable that can be explained by the independent
variables. This test aims to measure the percentage of the total variation in the
independent variables that can be explained by the regression model.

Table 9
Coefficient of Determination Test Results Before Covid-19

Model Summary®

Std. Error of the
Model R R Square Adjusted R Square Estimate Durbin-Watson

1 195 .038 -.106 2.98256 2293

a. Predictors: (Constant), INFLASI, KURS, BI_RATE

b. Dependent Variable: ISSI
Source: Authors’ estimation.

Table 10
Coefficient of Determination Test Results Before Covid-19

Model Summary®

Std. Error of the
Model R R Square Adjusted R Square  Estimate Durbin-Watson

1 .275¢ .075 -.01n 2.82940 2643

a. Predictors: (Constant), INFLASI, KURS, BI_RATE

b. Dependent Variable: ISSI
Source: Authors’ estimation.

The coefficient of determination (R2) can be seen from the Adjusted R-Squared
value, which is 0.038 before Covid-19 and 0.075 after Covid-19. This shows that the
independent variables in this study before the Covid-19 pandemic could explain 3.8%
of the variation in the dependent variable, while the remaining 62% is explained by
other variables. After the Covid-19 pandemic, they could explain 7.5% of the variation,
while the remaining 25% is explained by other variables.

CONCLUSION

In 2020, Indonesia’'s economy experienced a significant deflation due to unstable
economic activity. The changes were influenced by the Covid-19 pandemic. However,
the impact did not significantly affect the Sharia Stock Index (ISSI) as the BI Rate,
Exchange Rate, and Inflation improved quickly after the pandemic. Fundamentally, the
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stocks in ISSI have a strong foundation to withstand future challenges. This study
shows a negative relationship between the Bl Rate and the Indonesia Sharia Stock
Index (ISSI). This means that as the Bl Rate rises or falls, the ISSI follows its own
movement. The ISSI might rise with the BI Rate or not follow the trend at other times.
The research indicates that the Exchange Rate does not have a significant impact on
ISSI. This could be because companies listed on ISSI do not engage in international
transactions, so changes in the Exchange Rate do not affect ISSI, and its fluctuations
do not impact investors. This study shows that the inflation rate’s fluctuations do not
influence investors to invest in the sharia capital market. According to the investors,
even though inflation causes a general rise in commodity prices, the Indonesia Sharia
Stock Index remains stable. This stability is because companies listed on ISSI are not
heavily impacted by inflation, as shown in the previously provided data tables.
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