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The

ABSTRACT

The dynamics of the capital market are not isolated activities of economic activity outside the capital market.
This macroeconomic condition is due to market sentiment and turmoil in the capital market. The sensitivity of
the capital market to changes in macroeconomic and global conditions is an interesting theme for attention. This
research is intended to explain the influence of international stock indexes represented by Dow Jones Islamic
Market Europe, Dow Jones Islamic Market USA, Dow Jones Islamic Japan, Dow Jones Islamic Malaysia and
Jakarta Islamic Index. The data used are secondary data which is daily data period 1 januari 2017 until 31 March
2017. The analysis technique used is model equation structure with software Amos and multiple regression
analysis with software R. The results of Dow Jones Islamic USA and Dow Jones Islamic Malaysia variables that
give a significant influence on the Jakarta Islamic Index. While other variables proved not biased against the
Jakarta Islamic Index. The contribution of all Dow Jones Islamic Market variables of Europe, United States,
Japan and Malaysia to the Jakarta Islamic Index is 67.77%.

Keywords: Dow Jones Islamic Market Europe, Dow Jones Islamic Market USA, Dow Jones Islamic Market
Japan, Dow Jones Islamic Market Malaysia, Jakarta Islamic Index.

1. INTRODUCTION

role of syariah capital market in supporting the country‘s economy is very important that it can affect

the growth of the real market through syariah -based investment is the investment integrates religious

values embraced in doing investment by selecting (screening) in choosing the instrument of investment.

Syariah capital market is a market in which the financial instruments or equity of Islamic capital are

transacted and in a justified manner. The syariah capital market can be defined as a means to sell the
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ownership of an enterprise as long as the object is real and embraces the principle of freedom of contract
(Septian: 2012).

The Jakarta Islamic Index is an issuer whose business activities comply with the provisions of
syariah law, prior to entering the JII shares through a gradual screening process, and then periodically
evaluated based on the performance of exchange traded transactions and financial ratios. If not according
to syariah then it will be issued and replaced other shares. As an instrument of capital market economy,
JII can not be separated from the influence and changes of both economic and non-economic factors.
One of the effects of the economic factor is the macroeconomic factor. Macroeconomic conditions often
lead to market sentiment and turbulence in the capital market when it experiences a downward trend or
slowdown, then the stock price will also decrease. Macroeconomic factors have been empirically proven
to affect the condition of capital markets in some countries. These factors include inflation rate, and
exchange rate. Inflation is a symptom of an increase in goods in general and continuously affect the stock
price.

Apart from macroeconomic factors, the development of syariah capital market can not be separated
from the influence of foreign capital market. This factor is one of the implications of globalization.
Globalization occurs because of technological advances in the field of information and the opening of
the world economy (Rianti, 2013). Indonesia’s capital market is in a strong position vulnerable and easily
influenced by capital market turmoil that occurred in the world region. Syariah stock exchange that also
affects the Jakarta Islamic Index is Dow Jones. The emergence of the Dow Jones Islamic Market (DJIM)
has had an impact on the development of investment in various countries both in a predominantly Muslim
country such as Malaysia and non-Muslim countries such as Europe, America and Japan. With 35 Islamic
indexes and nearly 1.8 billion US Dollars arranged based on syariah. Dow Jones Islamic Market has been
successful in a relatively short time.

2. RESEARCH QUESTION

The issue of syariah stocks is the Jakarta Islamic Index which is influenced by various macroeconomic
variable factors and international syariah stock index which need attention for investors for decision making.
Problems that can be formulated are as follows:

e  How the research model Dow Jones Islamic Market Europe, USA, Japan, and Malaysia to the
Jakarta Islamic Index stock movement period January 1, 2017 to March 31, 2017?

e What s the effect of macroeconomic factors on the movement of shares of the Jakarta Islamic
Index period 1 January 2017 to March 31, 2017?

3. THEORETICAL BACKGROUND AND HYPOTHESIS

Jakarta Islamic Index

In the Indonesian syariah capital market there is an index called Jakarta Islamic Index launched based on
syariah principles on July 3, 2000 JII is a joint venture between Indonesia Stock Exchange (IDX) and PT
Danareksa Investment. This index is expected to be a benchmark for the performance of syariah-based
stocks and to further develop the syariah capital market.

I International Journal of Economic Research m



The Dynamics of Islamic International Stock Price Movement to Jakarta Islamic Index

In accordance with the guidelines set out in determining criteria of shares of issuers that are components
of the Jakarta Islamic Index are:

1. Determination of Issuer’s Stock Criteria

Selection of Syariah

Issuers do not run games that are classified as gambling and prohibited trades
Not a conventional financial institution

Not producing distribute food and beverages forbidden

It is not an enterprise that produces, distributes and provides goods and services that are morally destructive and
harmful

Selection of Capitalization
This process filters 60 stocks with the highest market capitalization on the JSX
This process filters 30 stocks with the highest average transaction value on the JSX

Evaluation process of emiten every 6 months once

Source: Sudarsono, 2007

The objective of the Jakarta Islamic Index involving 30 selected stocks is benchmark to measure
investment performance in Syariah-based stocks and increase investor confidence to develop investment
in syariah equity or to provide opportunities for investors who want to invest in accordance with the
principles of syariah- Principles of syariah (Beik: 2014).

The calculation of syariah shares in JII is conducted by PT Bursa Efek Indonesia by using the calculation
method index which is determined by using the calculation method of index which is determined by
market capitalization weightedness. This calculation includes adjustments made by changes to the issuer

of corporate action.

Dow Jones Islamic Market

Dow Jones is one of the stock market indices set up by the editor of The Wall Street Journal and Dow
Jones & Company founder Charles Dow. Dow created this index as a way to measure the performance of
industrial components in the US stock market. The index officially started since May 26, 1986. Dow Jones
stock exchange is one of the oldest US stock market indices that are still running. The number of initial
membership of the stock was only 12 companies then propagated to 20 in 1916, and eventually added to
30 companies from 1928 until now (Amin: 2012).

In more detail Dow Jones in its website makes stock criteria that should not be included in the
calculation of Islamic Market Indexes (D] Islamic Market Indexes) ie companies engaged in production
such as alcohol (liquor), pig and its associated financial services conventional capitalist, entertainment
industry Such as casino hotels and gambling cinemas, porn media.

Literature

This research requires observation of previous studies as a comparison material. Some of the studies that
precede and can be used as a reference are as follows:
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2. Literature

No. Name Result
1 Khamlichi, et. al., The results show that the Islamic index has the same level of efficiency as the conventional
(2014) one, the MSCI and FTSE family indices ate less efficient. In terms of cointegration analysis, the
Dow Jones and S & P Islamic indices have no cointegration relationships with their respective
benchmarks.

2 Medhiouband  The results show a high level of synchronization between Islamic and Conventional stock
Chaftfai (2010) markets to each pair of countties, except for cases in Indonesia. These results confirm that the
mechanisms and products adopted in Islamic finance are similar to Conventional systems.

3 Khamlichi et. al., The findings show positive performance for momentum strategy and support the idea that
(2014) ethical investment can become less mature and therefore investors accept to pay their ethics.

4 Albaity and The results show no significant difference in returns, risk premiums found absent in every index
Ahmad (2011) of Islamic stocks. All filtered indices report the effect of leverage, suggesting that bad news is
more influential on price volatility than good news.

5 Miniaoui et. al.,  The results showed the financial crisis had an impact on the average rate of return Bahrain,
(2015) other indices remain unaffected. However, the financial crisis affected volatility in the three
GCC markets (Kuwait, Bahrain and UAE), while its impact on the remaining markets (Saudi

Arabia, Oman and Qatar) and the Islamic index were insignificant.

Source: Proquest, 2017

Research Model

Dow Jones Islamic Market to Jakarta Islamic Index

Malaysia

Sonrce: Output Amos, 2017

Research Model
Hypothesis
H1: There is a significant influence between Dow Jones Islamic Market Europe and Jakarta Islamic Index

H2: There is a significant influence between Dow Jones Islamic Market USA and Jakarta Islamic Index
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H3: There is a significant influence between Dow Jones Islamic Market Japan and Jakarta Islamic Index

H4: There is a significant influence between Dow Jones Islamic Market Malaysia and Jakarta Islamic Index

4. RESEARCH METHODS

Looking for model (Structure Equation Model) research between Dow Jones Islamic Market with Jakarta
Islamic Index using Software amos version 22. While the data feasibility analysis with classical assumption
test and analysis test consisting of correlation test, determination test and regression using software R
version 3.3.2.

Variable

Dow Jones Islamic Market used in this research consists of five markets: Europe, USA, Japan and Malaysia.
The data used is daily data using data closing price period January 1, 2017 until March 31, 2017.

Jakarta Islamic Index is an indicator showing monthly stock movement the closing stock price that
has been calculated by Indonesia Stock Exchange using closing price data for period January 1, 2017 until
March 31, 2017.

5. RESULT

1. Structure Equation Model

Dow Jones Islamic Market to Jakarta Islamic Index

B438.63

Europe

T052.534

Malaysia

Sonrce: Output Amos, 2017.

2. Model Research Result

Here are the results of the analysis through the Amos program with the Structure Equation Model method,
there are two parts to be interpreted about the model picture that is the analysis of the variance value of
each Dow Jones Islamic Market variable and the Dow Islamic Market regression analysis on the Jakarta
Islamic Index.
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3. Covariance Model

Covariances: (Group number 1. Default model)

Estimate S.E. C.R. P Label
USA <--> Europe 5997.805 1156.409 5.187 rokx C1
Europe <--> Japan 2318.970 426.467 5.438 rokx C2
Burope <--> Malaysia 1706.550 320.210 5.329 Aok C3
USA <--> Japan 2145.188 422.523 5.077 ok C4
USA <--> Malaysia 1467.295 309.134 4.746 ok C5
Japan <--> Malaysia 623.130 117.988 5.281 ok Co6

Source: Output Amos, 2017.

Covariance is used to measure the magnitude of the relationship between two variables. Based on the
value of covariance on SEM model P value shows *** which means all models have significant relation at
level 0.001, that is:

@)

(b)

©

C)

©

Covariance between USA and Europe produces the number 5997.805 means the relationship
between the two is a positive relationship that changes with the same magnitude and in the same
direction.

Covariance between Europe and Japan produces the number 2318.970 means the relationship
between the two is a positive relationship that changes with the same magnitude and in the same
direction.

Covariance between Europe and Malaysia produces 1706,550 meaning that the relationship
between the two is a positive relationship that changes with the same magnitude and in the same
direction.

Covariance between USA and Japan produces the number 2145.188 means the relationship
between the two is a positive relationship that changes with the same magnitude and in the same
direction.

Covariance between the USA with Malaysia yielded 1467.295 means the relationship between the
two is a positive relationship that changes with the same magnitude and in the same direction.

Covariance between Malaysia and Japan produces the number 623,130 means that the relationship
between the two is a positive relationship that changes with the same magnitude and in the same
direction

4. Model Regression

Regression Weights: (Group number 1. Default model)

FEstimate S.E. C.R. P Label
JII <--> USA -.044 .018 -2.505 .012 W1
JII <--> Japan .082 .087 938 .348 W2
JII <--> Malaysia 293 .084 3.488 Hork W3
JII <--> Europe .016 .044 357 721 W4

Sonrce: Output Amos, 2017.
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From the model results obtained regression values between Dow Jones Islamic Market variables on

the Jakarta Islamic Index, with the interpretation as follows:

@)

Regression between Dow Jones Islamic Market USA to Jakarta Islamic Index of —0.044

means if Dow Jones Islamic Market USA increases one unit then JII will experience decline of

0.044.
(b)

Regression between Dow Jones Islamic Market Japan to Jakarta Islamic Index of 0.082 means

if Dow Jones Islamic Market Japan increases one unit then JII will increase by 0.082.

©

Regression between Dow Jones Islamic Market Malaysia to Jakarta Islamic Index of 0.293 means

if Dow Jones Islamic Market Japan increased one unit then JII will increase by 0.293.

C)

Regression between Dow Jones Islamic Market Europe to Jakarta Islamic Index of 0.016

means that if Dow Jones Islamic Market Europe increases one unit then JII will increase by

0.016.

Classic Assumptions

Normality

data:
W =20

data:
W

data:
W

data:

data:
W

Source: Output R, 2017.

94475,

= 0.

= 0.

W = 0.

= 0.

Shapiro-Wilk normality test

Europe

p—value = 0.007516

Shapiro-Wilk normality test

Ush
86345,

p—-value S5.783e-06

Shapiro-Wilk normality test

Japan
97294,

p-value 0.1866

Shapiro-Wilk normality test

Malay=ia

95818, p-value = 0.0377

Shapiro-Wilk normality test

JITI
88687, p-value

3.456e-05

The calculation results show that the value of shapiro wilk (w) is greater than 0.05 then the data is

normally distributed and suitable for research.
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Multicolinearity

> wif (JIIRegModel)
Europe Japan Malaysia TSk
1.204404 7.211503 9.31067% 5.573258

Source: Output R, 2017.

VIF value shows each variable has a VIF value of no more than 10, which means that between the
independent variables are not found any correlation

Heterocedastisity

Breusch-Pagan test

data: JII ~ Eurcpe + Japan + Malay=sia + USA
BPF = 0.4313, df = 1, p-value = 0.5114

Residuals vs Leverage

o
[}
=}
©
w
o
? o o
N
°
o
= o o
w < - o o o
8
ffffffffff Cook's distance
t\ll i o
T T T T T
0.00 0.05 0.10 0.15 0.20

Leverage

Source: Output R, 2017.

3. Scatter Plot

P-value value shows greater than 0.05 which means no heterocedastisity between variables and feasible to
use. The heterocedastisity test can be explained also by scatter plot graphs that are dispersed and do not
form a pattern.

Autocorrelation

Durbin-Watson test
data: JII ~ Europe + Japan + Malaysia + USA

DW = 0.94912, p-value = 3.,635e-07
alternative hypothesis: true autocorrelation is greater than 0

Source: Output R, 2017.

I International Journal of Economic Research m



The Dynamics of Islamic International Stock Price Movement to Jakarta Islamic Index

From the table Durbin Watson obtained value dLL = 1.283 and dU = 1.559. DW wvalue of the calculation
of 0.94912 where the DW is located in the area there is no autocorrelation.

Correlation Test

Pear=son's product-moment correlation

data: Europe and JII
t = 8.3864, df = &0, p-value = 1.077e-11
alternative hypothesis: true correlation is not equal to 0
895 percent confidence interval:

0.5937748 0.8317560

zample estimates:

cor
0.7345877

Pearson's product-moment correlation

data: JII and U3S&
t = 4.658, df = 60, p-value = 1.81%e-05
alternative hypothesis: true correlation is not egual to 0
895 percent confidence interwval:
0.3048051 0.8778575
sample estimates:
cor
0.5153401

Pearson's product-moment correlation

data: Japan and JII
t = 8.5359, df = 60, p-value = 6.004e-12
alternative hypothesis: true correlation is not egual to 0O
95 percent confidence interwval:
0.6021513 0.8357311
sample estimates:
cor
0.7405431

Pearson's product-moment correlation

data: JIT and Malaysia
t = 10.772, df = 60, p-value = 1.186e-15
alternative hypothesis: true correlation is not equal to 0
895 percent confidence interwval:
0.7051111 0.8826693
sanple estimates:
cor
0.8118833

Source: Output R, 2017.

Dow Jones Islamic Market Europe shows a strong correlation strength of 0.734, Dow Jones Islamic
Market USA shows a considerable correlation strength of 0.515, Dow Jones Islamic Market Japan shows a
strong correlation strength of 0.740, and Dow Jones Islamic Market Malaysia shows a very strong correlation
strength of 0811.

Determination Test

Re=sidual standard error: 5.11 on 57 degrees of freedom
Multiple R-squared: 0.6987, Adjusted E-sguared: 0.86775
F-statistic: 33.04 on 4 and 57 DF, p-value: 2.373e-14

Source: Output R, 2017.
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The adjusted R-squared value shows a value of 0.6775 which means that the Dow Jones Islamic
Market Europe, USA, Japan and Malaysia variables contributed to the Jakarta Islamic Index of 67.77%
and the remaining 32.23% influenced by other variables.

Multiple Linear Regression Test

Coefficients:
Estimate Std. Error t wvalue Pr(>|t])
(Intercept) 300.84208 73.75368 4.079 0.000142 =**

Europe 0.01560 0.04518 0.345 0.731093

Japan 0.08193 0.09036 0.907 0.368384

Malavsia 0.29301 0.08692 3.371 0.001349

USH -0.04408 0.01821 -2.421 0.018679 -

Signif. codes: O '#**' 0.001 '#*%' 0.01 '*" 0.05 ".* 0.1 ' ' 1

Source: Output R, 2017.

From the results of coefficient calculations obtained the form of linear equations of multiple regression
are: JII = 300.84 + 0.01560 Europe — 0.04408 USA + 0.0819 Japan + 0.29301 Malaysia. The multiple
regression equation that is formed, can be interpreted as follows:

@)

(b)

©

G

Constant o = 300.84 gives the meaning that JII will have a value of 300.84 if Dow Jones Islamic
Market Europe, USA, Japan, and Malaysia are ignored.

The coefficient value of Europe (1) = 0.01560, meaning that if Dow Jones Islamic Market
Europe increases one unit then JII will increase with the assumption of Dow Jones Islamic
Market of USA, Japan, and Malaysia constant.

The coefficient value of Europe (B1) = 0.01560, meaning that if Dow Jones Islamic Market
Europe increases one unit then JII will increase with the assumption of Dow Jones Islamic
Market of USA, Japan, and Malaysia constant.

The coefficient value of USA (B2) = —0, 04408, means that if Dow Jones Islamic Market USA
increases one unit then JII will experience decline with assumption Dow Jones Islamic Market
Europe, Japan and Malaysia constant.

The coefficient value of Japan (33) = 0.135 means that if Dow Jones Islamic Market Japan increases
one unit then JII will increase with the assumption of Dow Jones Islamic Market Europe, USA
and Malaysia constant.

The coefficient value of Malaysia (B4) = 0, 29301 means that if Dow Jones Islamic Market
Malaysia increases one unit then JII will increase with the assumption of Dow Jones Islamic
Market Europe, USA and Japan constant.

6. CONCLUSION

The analysis in this study tried to examine the matter so that after going through the hypothesis test,

got the following conclusion: (1) The Dow Jones Islamic Europe Index has no significant effect on the
Jakarta Islamic Index; (2) Based on the results of the research note that the Dow Jones Index of USA has
a negative and significant impact on the Jakarta Islamic Index; (3) Based on the results of the research note

that Japan Dow Jones Index has no significant effect on Jakarta Islamic Index; (4) Based on the research
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results, it can be seen that the Dow Jones Islamic Index of Malaysia has a positive and significant impact
on the Jakarta Islamic Index.
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