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ABSTRACT: This research aims to: 1) Test and analyze the effect of interest rates, inflation and exchange 

rate on investment decisions, 2) Testing and analyzing the effect of interest rates, inflation, exchange rate and 

investment decisions on the value of companies in manufacturing companies listed in the Indonesia 

ExchangeSecurities. 

This research used a causality approach using secondary data obtained from the financial statements of 

manufacturing companies listed in the Indonesia Stock Exchange in the form of Indonesian Capital Market 

Directory (ICMD) data through the Capital Market Information Center (CMIC) Makassar Branch, Indonesian 

Stock Exchange website, Bank of Indonesia website as well as the website of The Indonesian Translation Of 

Central Agency on Statistics. The population in this research are all manufacturing companies listed in the 

Indonesia Stock Exchange. The sampling technique used was purposive sampling with the number of samples of 

45 companies with the financial statements of 5 years so that the total observation as a whole of 225 

observations. The analysis method used in this research is path analysis. The results showed that: The interest 

rate and inflation have a negative effect on the investment decision, while the exchange rate has a positive effect 

on the investment decision.  

Keywords:Interest Rate, Inflation, Exchange Rate and Investment Decision 

 

I. INTRODUCTION 

The existing capital market in Indonesia especially the Indonesia Stock Exchange (IDX) is an emerging 

market capital which in its development is very vulnerable to macroeconomic conditions in general. The 

economic crisis that began in 1998 was the beginning of Indonesia's national economy pillars collapse. This was 

marked by the decline in public trust in Indonesian banks in the form of withdrawal of funds on a large scale 

(rush) by depositors to then be stored abroad (capital flight). The interest rate of 70% and the exchange rate 

depreciation against the US dollar of 500% resulted in almost all economic activities disrupted. Another impact 

of the decline in public trust impacted the capital market. Stock prices have declined sharply, causing significant 

losses for investors. How not, if the stock is sold at a price of only Rp 10, - per share and Composite Stock Price 

Index (CSPI) never dropped below 300. 

Similarly to the conditions that in the year of 2008 the world recession caused by the crisis that 

occurred in the United States. The crisis caused the US economy to experience a severe recession that impact is 

still felt today. This crisis also hit some world-class banks like Lehman Brothers. Similarly, the US stock 

exchange Wall Street also fell. The same condition also occurred in Indonesia where in December 2008 the 

Indonesian capital market experienced a two-day closing.According to Osoro (2014), that corporate activity will 

be greatly influenced by macroeconomic variables. Macroeconomic variables greatly determine the business 

environment. This is in linewith research conducted Ravindran (2015) Ratnawati (2007), Akingunola (2012) 

stating that external factors have a significant and positive impact on investment decisions. As noted by Taofik 

(2010), macro conditions are very influential, one of which is inflation, then the market index is also affected by 

http://www.questjournals.org/
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inflation. Caroline (2012) also convey the same thing, where inflation shows a significant influence on stock 

performance. 

Chen et. al. (2006) proves that macroeconomic variables have a systematic effect on stock market returns. 

Economic strength affects the discount rate, the company's ability to drive cash flow, and future dividend 

payouts. Such a mechanism shows that macroeconomic variables are crucial factors in equity markets (Maysami 

and Sim Koh, 2000). The results of empirical research on the influence of interest rates on JCI in the period of 

2003 until now, the results showed significant evidence that interest rates negatively affect the JCI. The higher 

rate rise will further undermine the performance of the Indonesia Stock Exchange. The sensitivity of about 0.5 

means if the interest rate rises 1% then the composite share price index will fall 0.5%. Conversely, if the interest 

rate drops by 1% then the JCI will rise by 0.5%. 

Inflation has an impact on rising interest rates. Interest rate increased will directly increase the interest 

expense as well. Companies that have high leverage will have a very heavy impact on interest rate increases. 

The price of raw materials will also increase, if this cost increase does not meet the selling price to the 

consumer, then the profitability of the company will decrease. This decrease in profitability will result in a 

significant impact on dividend incomewhich should be accepted by investors, which in turn investment in stocks 

in the capital market becomes less attractive. Eventually the investor will move on to another type of 

investment, which gives a better return in this case of high interest, for example; deposit. 

The movement of exchange rate and inflation followed by interest rate movement as the controlling of 

demand and supply of money supply as well as inflation control then interest rate can be used as medium of 

exchange rate and inflation to see its effect to share price. The ups and downs of stock prices that are affected by 

changes in exchange rates and inflation may affect returns and a reasonable rate of return, exchange rate and 

inflation will encourage investment climate movements that can directly lift the macroeconomic economy as 

domestic and foreign investors are interested to invest their capital in the country that would provide benefits for 

the investors themselves as well as the country. 

Furthermore, in table 1 below indicated macroeconomic factors indicators, the average growth of 

Return on Equity (ROE) and Price Earning Ratio (PER) Manufacturing Industry in the IDX period 2010-2014. 

 

Table 1. Indonesia Macro Economy Factor Indicators, Average Growth Return on Equity (ROE), and Price 

Earning Ratio (PER) Manufacturing Industry in IDX Period 2010-2014 

 

 

 

 

 

 

 

Source: Bank of Indonesia and Indonesia Stock Exchange (2016) 

 

Based on the description in the background, it can be proposed problem formulation as follows: 1) Does the 

interest rate have effect on investment decisions on manufacturing companies listed on the Stock Exchange; 2) 

Does inflation affect investment decision on manufacturing companies listed on IDX ; 3) Does the exchange 

rate affect investment decisions on manufacturing companies listed on the Stock Exchange? 

 

II. LITERATURE REVIEW 
Interest Rate 

According to Wardane (2003) in Prawoto and Avonti (2004), interest rates are payments made for the 

use of money. Interest rate is the amount of interest to be paid per unit of time. In other words, people have to 

pay the opportunity to borrow money. According to Samuelson and Nordhaus (1995: 197) in Wardane, interest 

rates are the cost of borrowing money, measured in dollars per year for each borrowed Dollar. According to 

Keynes, in Wardane (2003), the interest rate is determined by the demand and supply of money (specified in the 

money market). Changes in interest rates will subsequently affect the desire to invest, for example on securities, 

where prices may rise or fall depending on the interest rate (if interest rates increased then securities decreased 

and vice versa), so it is possible that the securities holder will suffer capital loss or gain. Interest rates are 

divided into two, namely: 

1. The nominal interest rate is the interest rate in the money value. This interest rate is generally readable. This 

interest rate represents a certain amount of rupiah for every one dollar invested. 

2. The real interest rate is the interest rate that has been corrected due to inflation and is defined as the nominal 

interest rate less the rate of inflation. 

 

Year Inflation 
Rate 

(%) 

Interest Rate of 
SBI (%)  

Exchange Rate USD 
Against USD 

(Rp) 

Return on Equity 
(ROE)  

(Rp) 

Price Earning Ratio 
(PER)  

(%) 

2010 5,13 6,50 9.583 24,57 16,67 

2011 5,38 6,60 9.279 25,62 32,96 

2012 4,28 5,75 9.881 27,28 15,09 

2013 6,97 7,02 10.951 25,82 13,36 

2014 6,42 7,54 12.373     24,13 13,80 
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In the Accounting Dictionary (1996: 69), it is stated that Interest (interest, interest, right) is: [1] the burden of 

using money in a period, and [2] an ownership or a part of reality in a company, trading business or source 

power. The elements in the interest rate, including: 

1. Terms are due 

     Various loans have terms or maturities. The shortest loan is a one-night loan. Short-term securities typically 

have a period of up to one year. Long-term securities generally provide higher interest rates than short-term 

2. Risk 

     There are loans that are essentially riskless, while others are highly speculative. Government bonds and bills 

are backed with confidence, by the credit and tax power of the government. These elements can be trusted 

because the interest on government loans will be actually paid. Medium risk lies in loans for good corporate 

credit. While risky investments have a high chance of failing or unpaid, including investments in companies 

that are almost bank. 

3. Liquidity 

     Assets will be called "illiquid" if they can be swapped for cash quickly and cause little value loss. Most of 

the securities, including ordinary shares, corporate bonds and government, can be measured by cash quickly 

to their present value. Non-liquid assets include unique assets that do not have a well-developed market. 

4. Administrative costs 

     The time and accuracy required for the administration of various types of loans, is very different. Loans with 

high administrative costs will have an interest rate of 5 to 10 percent per year greater than other interest 

rates. 

 

Tandelilin (2001) states that high interest rates will affect the present value of the company's cash flow, 

so that investment opportunities will not be attractive anymore. This will make investors reduce investment so 

that stock prices fall and the value of the company will also decrease. 

 

Inflation. 

Inflation is an ongoing process of increasing the prices of goods. The price increase of each item need 

not be the same (either absolute or percentage). Similarly, the rise time does not need to coincide. It should be 

noted that the general price increase of the goods occurs continuously over a period of time. A one-off 

increment is not inflation. Unless a rise in one price of goods drives up the price of other goods. This price 

increase is measured using the price index. Some price indexes that are often used tomeasure inflation include: 

1. Consumer Price Index (Consumer Price Index) 

2. Wholesale Price Index (Wholesale Price Index) 

3. GNP Deflator 

 

Above has been described the definition of inflation as merely an economic phenomenon, namely as 

the tendency of prices to rise. The inflation that occurred in Indonesia during the turbulent period around 1965, 

inflation in Latin American countries today, can not be viewed simply as an economic disease that can be solved 

by economic therapy. Political decisions and sociological background of society also affect inflation. 

The component of the inflation rate that is temporary (noise inflation) is part of the inflation rate caused 

by an occasional shock (one time shock) on the rate of inflation. Some of the factors that may cause temporary 

upheaval are increased production and distribution costs (eg pass through effects of depreciation resulting in 

increased input costs for industry), increases in energy and transport costs, and non-economic factors (such as 

social unrest, floods, earthquakes, and forest fires). These factors can lead to prolonged inflationary pressures if 

there are inefficient and unbalanced fundamental micro structures in the economy, especially structures in the 

production and distribution sectors.Exchange Rate (Exchange Rate)According to Adiningsih, et al (2008: 155), 

the rupiah is the price of rupiah against the currency of other countries. Thus, the rupiah exchange rate is the 

value of one rupiah currency translated into another country's currency. For example, the rupiah exchange rate 

against the US Dollar, the exchange rate of rupiah against the yen, and so forth.This rate is one of the indicators 

that affect the activity in the stock market and money market because investors tend to be careful to make an 

investment. Thus, the Rupiah exchange rate against foreign currencies especially US Dollar has a negative 

influence on the economy and capital market (Sitinjak and Kurniasari, 2003). 

 

Exchange Rate 

Determination.There are several factors that influence the movement of exchange rates, namely (Madura, 2003): 

1. Fundamental Factors 

Fundamental factors relate to economic indicators such as inflation, interest rates, the relative differences in 

inter-country revenues, market expectations and central bank interventions. 
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2. Technical Factors 

Technical factors relate to conditions of supply and demand of foreign exchange at certain times. If there is an 

excess demand, while the offer is fixed, the forex price will go up and vice versa. 

3. MarketSentiment 

More market sentiment is caused by incidental rumors or incidental political news, which could push up forex 

prices sharply or decrease in the short term. If rumors or news have passed, then the exchange rate will 

return to normal.  

 

Based on some literatures, there are several factors that influence the movement of exchange rates, 

namely fundamental factors, technical factors, and market sentiment (Jeff Madura, 1993). Fundamental factors 

relate to economic indicators such as inflation, interest rates, the relative differences in inter-country revenues, 

market expectations and central bank interventions. Technical factors relate to conditions of supply and demand 

of foreign exchange at certain times. If there is an excess demand, while the offer is fixed, the forex price will 

go up and vice versa. 

 More market sentiment is caused by incidental rumors or incidental political news, which could push 

up forex prices sharply or decrease in the short term. If rumors or news have passed, then the exchange rate will 

return to normal. A large number of research studies such as those conducted by Olweny and Omondi (2011), 

Richard (2012), Divianto (2013) Cliff and Willy (2014), Ramasamy and Abar (2015), have found that share 

prices are related to exchange rates. From the descriptions of the exchange rate can be concluded that the 

exchange rate has a causality relationship with stock returns. The size of the stock return is reflected in the 

performance of the company in carrying out its operations. One of the benchmarks of company performance 

success is net income.Therefore there should be a strong correlation between exchange rate changes and 

changes in net income. 

 

Investation decision  

Investment has a very broad understanding. Consumption sacrifice now can be interpreted as an 

investment for future consumption, or how much consumption should be accepted in the future so that 

individuals or groups are willing to sacrifice current consumption with the same expected level of satisfaction in 

the future. If associated with the capital market in general, investments are defined as investments in the form of 

financial assets to obtain profits which the investment is not independent of the possibility of risk. 

Some notions of investment put forward by economists include: Francis (1991: 1) suggests that:"An 

investment is a commitment of money that is expected to generate additional money". According to Francis that 

the investment is the planting of certain money that is expected to generate additional money in the future. Hirt 

(1993: 15) says that: "Investment defined as the commitment of current funds in anticipation of receiving a large 

future of flow of funds". Understanding by Hirt that the investment is the responsibility of the current funds in 

anticipation of the receipt of a large flow of funds in the future. Investment decisions for investors are related to 

the future that contains uncertainty, which means that it contains elements of risk that must be borne by 

investors. Knowledge of risk is a very important thing owned by investors and potential investors.For a rational 

investor, at least should consider two things: the expected return and the risk that always contained from every 

investment made. From this, it can be interpreted as an investment activity of investing a certain amount of 

current funds in the hope will be able to provide results (return) in the future. However, this investment has a 

greater risk level compared to other alternatives such as bonds, deposits and savings. 

The risk of stock investment is reflected in the variability of returns both on individual and overall returns 

(market returns). The size of the investment risk can be measured by the variance or standard deviation of the 

return. Francis (1991: 18). The risks indicate the circumstances in which the profit that will occur can not be 

known for certain (uncertainty), but can be arranged a possible alternative events that can be known. 

According to Sumantoro (1990: 14) investment is an activity to invest capital either directly or 

indirectly with the hope in time later the capital owner get some profit from the investment. Meanwhile, 

according to Jogiyanto (2000: 5) investment can be defined as a delay of current consumption for use in 

efficient production over a certain period of time. Understanding investment by Ahmad (2006: 3) is to place 

money or funds in the hope to gain additional or profit on money or funds.One of the investment objectives is to 

obtain sufficient results. The results obtained in a certain period is a measure of the growth rate of the 

investment. Another opinion put forward by Ross (1993: 4) which states that: "The objectives of the investment 

is to maximize the value of the investment. In the simple term this means to fund assets that have opproriate rate 

of return "The results of Vogt (1997) showed that growing companies will respond positively by the market. 

While menururt Smith and Watts (1992) said that the company's growth opportunities seen in the opportunity 

invested in a variety of investment value set investment value set (investment opportunity set). The IOS term 

(investment opportunity set) first proposed by Myers (1977) is intended as a combination of the assets in place 

and future investment options. Meanwhile, according to Gaver and Gaver (1983) that future investment options 
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are not solely indicated by projects supported by research and development activities alone, but also with the 

ability of firms to exploit the opportunity to take advantage compared with other companies equivalent to an 

industry group.  

Fama (1978) says that corporate value is solely determined by investment decisions. It is intended that 

investment decision is important, because to achieve the goals of the company will only be generated through 

corporate investment activities. Meanwhile, according Modigliani and Miller (1958) said that investment 

decisions can not be observed directly. Several studies were conducted in relation to investment decisions, 

among others, by Myers (1977) who introduced the IOS. IOS provides a broader clue where the value of the 

company depends on the company's future expenses. Thus the company's prospects can be estimated through 

investment opprtunity set (IOS). IOS is defined as a combination of assets in place and investment options in the 

future with a positive net present value. According to Gaver & Gaver (1993), IOS is the value of a company 

whose size depends on the expenditure set by management in the future, which is currently the investment 

choices that are expected to result in greater returns. 

 

Conceptual Framework  

Company objectives can be achieved through the implementation of the financial management function 

carefully and appropriately in view of any financial decisions that will affect other financial decisions that affect 

the value of the company (Jensen & Smith 1984; Fama and French 1998). 

 

Research Conceptual Framework 
 

 
Figure 1. Conceptual Research Framework 

 

III. METHODOLOGY 
Population and Sample  

Research sitesThis research is conducted at Indonesia Stock Exchange (IDX) by accessing data through 

Makassar Capital Market Information Center (PIPM), as well as through IDX, Bank Indonesia and Central 

Bureau of Statistics (BPS) website. Population and Sample. The population of this study are all Go Public 

Manufacturing companies listed on the Indonesia Stock Exchange (IDX), with observation period of 2010 to 

2014. In accordance with ICMD number of manufacturing companies listed on the IDX 2010 - 2014 as many as 

149 companies. The technique used in sampling is by using Purposive Sampling. The sample used in this 

research is 45 companies.  

 

 

 

 

 

 

 

 

Analysis of Data 

The analytical method used in this research is to use multiple regression analysis by using SPSS version 21 

software with equation as follows: 
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Figure 2. X1, X2, X3 Against Y 

 

Information : 

Endogen Variable (Y) = Investment Decision 

Exogenous Variables (X1, X2, X3) = Interest Rate, Inflation, Exchange Rate 

 

IV. RESULT & DISCUSSION 
Analysis of Interest Rate, Inflation and Exchange Rate on Investment Decision 

1. Simultaneous Testing 

 

 

 

 

Based on the results obtained from statistical tests using Anova table obtained value F of 0.326 with 

probability (sig) = 0.806. Since the value of sig> 0.05, then the decision is H0 accepted and reject Ha. this 

means that the interest rates, inflation and exchange rates together have no effect on investment decisions.The 

magnitude of the coefficient of determination R square or R2 = 0.004 or 0.4%, while the magnitude of the 

influence of other variables that are not included into the model that is, = 1- 0.004 = 0.996 or 99.6%  

2. Partial Testing 

 

Coefficients
a
 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 8.660 17.145  .505 .614 

X1 -.564 5.024 -.019 -.112 .911 

X2 -.896 2.692 -.048 -.333 .740 

X3 .002 .002 .096 .904 .367 

a. Dependent Variable: Y 

 

a) Effect of Interest Rate on Investment DecisionPartial relationship test is shown in Appendix 1 of Coefficients 

table. Analysis of the partial relationship between the Interest Rate and the invetation decision is that in the sig 

column (significant) in Coefficients table obtained sig value 0.911. Since the sig value of 0.05 then H0 is 

accepted and rejects Ha which means that the Interest Rate has no effect on the investment decision. 

ANOVA
b
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 318.916 3 106.305 .326 .806
a
 

Residual 72026.701 221 325.913   

Total 72345.617 224    

a. Predictors: (Constant), X3, X2, X1 

b.  Dependent Variable: Y 

 



The Effect of  Macro Factors on Investment Decisions in Manufacturing Companies Listed  

*Corresponding Author*Tenri Uleng         13 | Page 

b). Influence of Inflation on Investment Decision 

Analysis of the partial relationship between Inflation with the decision of invetation is that in column sig 

(significant) in table Coefficients obtained sig value 0.740. Since the sig value of 0.05 then H0 is accepted and 

rejects Ha which means that Inflation has no effect on investment decision. 

c).  Influence of Exchange Value on Investment Decision. Analysis of the partial relationship between the 

exchange rate and the invetation decision is that in the sig column (significant) in Coefficients table obtained sig 

value 0.367. Since the sig value of 0.05 then H0 is accepted and rejects Ha which means that the exchange rate 

has no effect on the investment decision. 

 

V. DISCUSSION OF RESEARCH RESULTS 
 Influence of Interest Rate, Inflation and Exchange Rate Against Investment Decision 

   1) Analysis and Implication Influence Interest Rate Against Investment Decision 

Based on the result of research known, that influence of variable of Interest Rate (X1) to investment 

decision (Y) is equal to - 0,564 with probability level equal to 0,911. This means that the Interest Rate (X1) 

has a negative and significant effect on the investment decision (Y). Based on the results of this study, it 

can be said that interest rates negatively affect the investment decisions of the company. The negative effect 

of interest rates on investment decisions is caused by the tendency of investors to save their funds in banks 

when the interest rates of banks increase. The tendency is more due to risk considerations (risk). 

Investments made both in real investment and in financial investment will contain risks that will likely be 

large. While saving money on financial institutions, especially in the banking sector has a risk (risk) is very 

small and even free from risk (risk free). 

  

The results of this empirical study in line with the results of research that has been done that the 

influence of interest rates on JCI in the period of 2003 until now, the results showed significant evidence that 

interest rates negatively affect the JCI. The higher rate hikes will further undermine the performance of the 

Indonesia Stock Exchange. 

The sensitivity of about 0.5 means if the interest rate rises 1% then the composite share price index will 

fall 0.5%. Conversely, if the interest rate drops by 1% then the JCI will rise by 0.5%. The results of this study 

are in line with research conducted by Osoro (2014), that company activity will be greatly influenced by 

macroeconomic variables. Macroeconomic variables greatly determine the business environment. 

The results of this study are contrary to research conducted Ravindran (2015) Ratnawati (2007), Akingunola 

(2012) which states that external factors have a significant and positive impact on investment decisions. 

According Bialowolski (2012) there are external factors that affect the value of companies such as law, 

economic growth, taxes, interest rates and stock market conditions. 

2). Analysis and Implications Influence Inflation Against Investment decisions 

Based on the results of research known, that the influence of variable Inflation (X2) to the investment 

decision (Y) is equal to - 0.896 with probability level (Sig) of 0.740. This means that Inflation (X2) has a 

negative and significant effect on investment decision (Y). Based on the results of this study, it can be said 

that Inflation has a negative effect on corporate investment decisions. 

   The negative effect of inflation on investment decisions in the Theoretical Review reveals that 

inflation will tend to increase the production costs of the company. This means that the profit margin from 

the company is lower and the further impacts make the stock price in the stock market decline. If so, then 

the decline tends not to take place instantaneously but through the time process. In terms of investors, high 

inflation will reduce the value of profits and also reduce the purchasing power of investment capital. Thus if 

the inflation rate rises, then the JCI will decrease and vice versa. 

 The results of this study contradict the research conducted by Taofik (2010), that macroeconomic 

conditions are very influential, one of which is inflation, then the market index is also affected by inflation. 

Similarly, research conducted by Caroline (2012) also convey the same thing, where the inflation shows a 

significant influence on stock performance. The results of this study also contradict the research conducted 

by Osoro (2014), that corporate activity will be greatly influenced by macroeconomic variables. 

Macroeconomic variables greatly determine the business environment. This is in line with research 

conducted Ravindran (2015) Ratnawati (2007), Akingunola (2012) stating that external factors have a 

significant and positive impact on investment decisions. 

3). Analysis and Implication of Exchange Rate Effect on Investment Decision 

Based on the result of research known that the influence of exchange rate variable (X3) to investment 

decision (Y) is 0,002 with probability level (Sig) equal to 0,360. This means that the Exchange Rate (X3) 

has a positive but very small and insignificant effect on the investment decision (Y). Based on the results of 

this study, it can be said that the Exchange Rate effect on investment decisions of the company, but the 

effect is very small. 
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The results of this study are in line with research conducted by Dornbusch and Fisher (2000) saying 

that exchange rate movements affect international competitiveness and trade balance positions, and the 

consequences will also impact on the real output of the country which in turn will affect current cash flow and 

the future of the company and the stock price of the company. 

Previous studies that have conducted research on the relationship between capital market and exchange 

market are done by Aggarwal (1999), Soenen and Hennigar (2000), Ma and Kao (2001), Roll (2002) and Chow 

et al (2007). They found different outcomes related to those two markets. Aggarwal (1999) found that 

revaluation of US $ is positively associated with stock market returns. The results of this study contradict the 

research conducted by Soenen and Hennigar (2000) found a negative relationship. Roll (2002) used daily data 

during the period 1995-2000 to find a positive relationship between the two markets. Chow et al (2007) using 

monthly data for the period 2000-2005 found no relationship between stock returns with exchange rate returns. 

 

V. CONCLUSION 
From  the results of research and discussion in the previous section, then put forward some conclusions from 

this research: 

1. Interest rates have a negative and significant effect on investment decisions. These findings suggest that with 

rising interest rates will lower interest in investing in the manufacturing sector. 

2. Inflation rates have a negative and significant effect on investment decisions. The findings of this study 

indicate that when there is an increase in inflation, it will reduce investment decisions on manufacturing 

companies. 

3. Exchange rate positively affects the investment decisions of the company. The findings of this study indicate 

that exchange rate movements have an influence on investment decisions on manufacturing companies. 

 

REFERENCES 
[1]. Adam, Tim and Goyal. Vidhan. K, 2003. " The Investment Opportunity Set and its Proxy Variabies: 

Theory and Evidence",Hong kong University of Science and Technology. 

[2]. Afzal, Arie & Rahman Abdu,l 2012, Influence of Investment Decision, Fund Decision and Dividend 

Policy To Company Value. Diponegoro Journal Of Accounting, Vol 1 No.1 

[3]. Allahawiah, Sattam, 2012, Factors affecting Stock Market Prices in Amman Stock Exchange:A Survey 

Study, European Journal of Business and Management, Vol 4, No.8 

[4]. Anomsari, Fitri. 2007. . Analysis of the Impact of Macro Variables on Stock Prices. Volume II No.2 June 

2007 

[5]. Amidu, Mohammed (2007).  “How Does Dividend policy Affect performance of The Firm on Ghana 

Stock Exchange” Investment Management & Financial Innovations; 4,2; ABI/INFORM Global, pp.103-

137 

[6]. Azhagaiah dan Sabari priya. N 2008, The impact of Devidend policy on Shareholders’ Wealth. 

International Research Journal of Finance and Economics  

[7]. Barclay, Michael J; Clifford W. Smith Jr; Ross L Watts, 1998," The Determinations of Corporate 

Leverage and Dividen Policies; dalam The New Corporate Finance, 1999, two edition., Irwin McGraw-

Hili, Malaysia. 

[8]. Baskin, J., !989, :' An Empirical Investigation of Pecking Order Hypothesis",Financial Management, 

Spring, pp 26-35. 

[9]. Bialowolski, Piotr ,2012, External Factors Affecting Investment Decisions of Companies, Economics The 

open access assessment E-Journal 

[10]. Brigham, Eugene dan Houston Joel. 2001. Financial management. Jakarta: Erlangga. 

[11]. Charles Adjasi, 2008. Effect of Exchange Rate Volatility on the Ghana Stock Exchange, African Journal 

of Accounting, Economics, Finance and Banking Reseach Vol. 3 No.3 

[12]. Chen, R. Roll dan S. Ross.1986, Economics Forces and the Stock Market, Journal of Business 59 (3), Hal 

383-403 

[13]. Chow, E.H. Lee,W.Y. dan Solt, M.E.1997. “The Exchange rate Risk Exposure of Asset Returns”. Journal 

of Business, Vol.70 No. 1 

[14]. .Cliff Osoro & Ogeto Willy. 2014, Macro Economic Fluctuation Effects On the Financial Performance of 

Listed Manufacturing Firm in Kenya., The International Journal of social science 30th March vol.1 No. 1, 

pp 26-40 

[15]. Darminto, 2010, The Influence of External Factors and Various Financial Decisions Against Company 

Value ", Journal of Application Management, Vol.8, No.1. 

[16]. Denis. David J., 1992, " Corporate Investment Decisions and Corporate Control: Evidence from Going-

Private Transactions", Financial Journal / Autumn 1992, pp 80-93. 



The Effect of  Macro Factors on Investment Decisions in Manufacturing Companies Listed  

*Corresponding Author*Tenri Uleng         15 | Page 

[17]. Divianto, 2013. Influence Analysis of Inflation Rate, Interest Rate of SBI and US Dollar Rate (USD) 

Against Composite Stock Price Index (IHSG) In Indonesia Stock Exchange. Journal of Economics and 

Accounting Information Vol.3 No. 2 

[18]. Dwipartha, Ni Made Witha, 2012. Effect of Macroeconomic Factors and Financial Performance on Value 

of Manufacturing Companies in Indonesia Stock Exchange, Journal of FE Udayana University, Bali 

[19]. Fama, Eugene F., 1978, " The Effect of a Firm's Investment and Financing Decision on the Welfare of its 

Security Holders," American Economic Review, vol 68, pp 272-28 

[20]. Fama, Eugene F&French, Kenneth R., 1998, " Taxes, Financing Decision, and Firm Value" , The Journal 

of FinanceVol Llil No 3, June, pp 819-843. 

[21]. Fama. Eugene F&Miller, Morton H., 1972, The Theory of Finance, Dryden Press Hinsdale Illinois. 

[22]. Fama Eugene F&Kenneth, French R., 1999, " The Corporate Cost of Capital and the Return on Corporate 

I nvestment", The Journal of Finance, Vol LlV No 6 December. 

[23]. Gabriel, Mihalca. 2009.An Empirical Investigation of the Trade-Off and Pecking Order Hypotesis an 

Romanian Market. The XIII International Conference, ASMADA 2009, June 30- July 3, 2009 Vilnius, 

Lithuania 

[24]. Gaver, J. J&K. M Gaver., 1993, " Additional Evidence on the Association Between the Investment 

Opportunity Set & Corporate Financing, Dividend, and Compensation Policies",Journal Accounting 

&Economics, 16, pp 125-160. 

[25]. Gaver. J. C&Gaver K.M, 1995, " Compensation Policy and The Investment Opportunity Sef',Journal of 

the Financial Management association, Vol 24 No 1. 

[26]. Gordon, M.J., 1963." Optimal Investment & Financing  Policy,"Journal of Finance Pp 264-272. Grinbaltt, 

M. S, R. W. Masulis&S. Titman, 1984, " TheEvaluation effect of stock Split and stock Dividend", 

Journal of Financial Research13pp 461-490. 

[27]. Granger, C.W.J (1986), Development in the Study of Cointegrated Economics Variabels. Oxford Buletin 

of Economics and Statics 48. Hal 213-228 

[28]. Groenewold, Nicolaas and Patricia Fraser (2000), Forecasting Beta: How Well Does the Five-Year Rule 

of Thumb Do?, Journal of Business Finance & Accounting, 27(7) & (8), Sep/Oct, Hal 953-982 

[29]. Geetha, Carolina at. all .2011, The Relationship Between Inflation And Stock Market Evidence From 

Malaysia, United states and China, International Journal of Economics and Management Vol. 1No.2, 

2011 pp 01-16 

[30]. Hasnawati, Sri. 2005. Impact of Investment Opportunity Set on Value of Public Company in Jakarta 

Stock Exchange, JAAI. Vol.9 No.2 December 2005. Pp. 117-126 

[31]. Huson Jaher Ali Ahmed, 2009.  Revisiting Capital StructureTheory: A Test Of Pecking Order and Static 

Order Trade-Off.Model From Malaysian Capital Market, ISSN 1450-2887 Issue 30 (2009) 

[32]. Ibrahim, Gany, Surya Raharja (2012), Influence of Investment Decision, Fund Decision and Dividend 

Policy To Company Value, Diponegoro Journal of Accounting, Vol. 1 No.2 

[33]. Jogiyanto.2013. . Portfolio Theory and Investment Analysis. Seventh edition.Yogyakarta : BPFE. 

[34]. Kallapur, S&M.A Trombley., 1999, " The Association between Investment Opportunity Set Proxies and 

Realized Growth", Journal of Business Finance &Accounting, 26, pp 505-519. 

[35]. 2001,"The Investment Opportunity Set:  Determinants, Consequences and Measurement", 

Managerial Finance27, 3; ABI/ INFORM Research; Volume 27 Number 3. 

[36]. Karimi Farzad at. all (2012),Dynamics of Real Investment and Stock Prices in Listed Companies of 

Tehran Stock Exchange.Interdiscplinary Journal of Research in Business Volume 3 No  

[37]. Kimani, K Danson  & Cyrus M. Mutuku, 2013, Inflation Dynamics on Overal stock Market Performance 

: The Case of Nairobi Securities Exchange in Kenya,  Economics and Finance Review Vol. 2(11) pp. 01 

– 1 

[38]. Kusuma, Hadri, 2006. Effects of Asymmetric Information on Dividend Policy, JAAI Vol.10 No.1 Juni 

2006. Pp. 1-12 

[39]. 2010. . Company Prospectus and Investment Decision: Empirical Study of Companies Listed on the 

Jakarta Stock Exchange, Jurnal Siasat Bisnis Vol.6 No.1  2010 pp. 61-75 

[40]. Kwon, C.S dan T.S. Shin, 1999, Cointegration Causality Between Macroeconomics Variable and Stock 

Market Returns, Global Financial Journal 10 (1), Hal 71-81 

[41]. Lintner, J., 1956, " Distribution of Incomes of Corporations Among Dividends, Retained Earning, and 

Taxes", American Economics Review46, p 97-113. 

[42]. Made Ni Witha Dwipartha, 2012, Effect of Macroeconomic Factors and Financial Performance on Value 

of Manufacturing Companies in Indonesia Stock Exchange, Journal of FEKON UNUD Bali 

[43]. Maku, Olukayode E, 2009. Does Macroeconomic Indicator Exert Shock on The Nigerian Capital Market. 

Munich RePEc Admue 



The Effect of  Macro Factors on Investment Decisions in Manufacturing Companies Listed  

*Corresponding Author*Tenri Uleng         16 | Page 

[44]. Masulis, Ronald W., 1980," The Effect of Capital Structure Change on Security Prices: A Study of 

Exchange offers",Journal of Financial Economics, Vol 8 No 2 June, pp 139-178. 

[45]. Maysami, R.C dan Tiong Sim Kho (2000), A Vector Error Correlation Model of The Singapore Stock 

Market, International Review of Economics and Finance 9, Hal 79-96. Elsevier Science Inc. North 

Holland 

[46]. Michael Afaloby Oluseye, 2013, Effect of Financial Reporting on Investment Decision Making of 

Manufacturing Firms in Nigeria European Journal of Humanities and Social Sciences Vol.1 tahun 2013 

pp 1126-1142 

[47]. Mohammed Ibrahim Taofik, 2010, The Relationship betwen Stock Return and Inflation in Nigeria, 

European Scientific Journal February 2013 edition vol.9, 

[48]. Modigliani, F&Miller, M. H..,1958," The cost of Capital, Corporation Finance and The Theory of 

Investment",The American Economic Review, 13(3), pp 261-297. 

[49]. Myers, S. C&N.S Majluf., 1984, " Corporate Financing  & Investment Decision When Firm Have 

Information That Investor Do Not Have", Journal of Financial Economics, 13, pp 187-221. 

[50]. Paterson, Pamela P&Benesh. Gary A, 1983.," Reexamination ofthe Empirical Relationship between 

Investment and Financing Decisions",Journal of Financial and Quantitative Analysis,Vol 18, No 4, pp 

439. 

[51]. Puspitaningtyas Zarah (2012), Investor Behavior In Investment Decision Making in Capital Market, 

Journal of Economics of Jember University 

[52]. Ramasamy, Ravindran and Soroush Karimi Abar 2015, Influence of Macroeconomic Variables on 

Exchange Rates,Journal of Economics, Business and Management, Vol. 3, No. 2, February  276-281 

[53]. Richard Akingunola.O , Adekunle  & Ojodu Hammed ,2012, Impact of Interest Rate on Capital Market 

Growth (A Case of Nigeria), Universal Journal of Management and Social Sciences Vol. 2, No.11; 

November 

[54]. Smith, Jr. C.W&Watts. , R L., 1992, " The Investment Opportunity Set and Corporate Financing, 

Dividend, and Compensation Policies", TheJournal of Financial Economics, December, pp 263-292. 

[55]. Sudiyatno, Bambang (2010), The Role of Corporate Performance in Determining the Influence of 

Macroeconomic Fundamental Factors, Systematic Risk, and Company Policy To Company Value.JAAI. 

Vol.9 No.2 December  

[56]. Tandelilin, Eduardus (2001), factors affecting systematic risk occurring in Indonesia,,Gadjah Mada 

International Journal of Business, January, Vol 1. No 1 pp 31-34 

[57]. Tandelilin, Eduardus, 2010, Portfolio & Investment Theory and Applications, Issue 1 Yoyyakarta, 

Karisius 

[58]. Thanh, Hoang Hue Ton, 2014. The Impact of Demografical Factors On Investment Decision : A Study of 

Vietman Stock market, International Journal of Economics and finance Vol 6 No.11 2014 

[59]. Tri Ratnawati, 2007. Direct and Indirect Influence, External Factors, Investment Opportunities and Asset 

Growth On The Funding Decision Of The Listed Company In The Jakart Stock Exchange. Journal of 

Accounting and Finance Vol. 9 No. 2, November 2007, pp. 65-75 

[60]. Yuliani dkk, 2013 Investment Decisions, Financing and Dividends on Corporate Value With Business 

Risks as Mediation Variables, Journal of Finance and Banking Vol 17 No.3 pp. 362-375 

[61]. Zakaria, Zukarnain (2012), Empirical Evidence on the Relationship between Stock Market Volatility and 

Macroeconomics Volatility in Malaysia, Journal of Business Studies Quarterly, Vol. 4, No. 2, pp. 61-71 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

*Tenri Uleng. “The Effect of Macro Factors on Investment Decisions in Manufacturing Companies Listed 

in Indonesia Stock Exchange (IDX).” Quest Journals Journal of Research in Business and Management, 

vol. 05, no. 05, 2017, pp. 07–16. 


