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INTRODUCTION 

Nowadays, the development in business is rapid. One of the 

companies that can affect the economy of Indonesia is a manufacturing 
company. The company’s goal is to maximize the profits for the 

shareholders (Christine & Apriwandi, 2022). A manufacturing company 
is a company whose main task is buying raw materials and then 
turning them into finished goods that would be sold to customers 

(Indrawati, 2016). 
The capital market is a place for trading various long-term 

financial instruments (Darmadji and Fakhruddin, 2012). The capital 

market is also a mean of funding for investment activities, thus the 
capital market facilitates various kinds of facilities and infrastructure 

for buying and selling activities and other activities related to this 
matter (Permatasi & Kusumah, 2017). The financial instruments that 
are traded in the capital market are long-term instruments (with a term 

of more than 1 year), such as stocks, bonds, mutual funds and others. 
A stock is one of the instruments traded in the capital market. Then, 

shares means securities that show the ownership of the company, so 
that the shareholders have the right to receive dividends. 
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Abstract 
 

This study investigates the impact of inflation on stock prices. The 

research used an explanatory method. The population in this study 

are 26 manufacturing companies in the food and beverage sub-sector 

which are listed on the Indonesia Stock Exchange for the 2019-2021 
period. The sample in this research was carried out using a 

nonprobability sampling technique and also purposive sampling 

method. The number of samples in this research was 19 companies. 

The analysis technique used the classical assumption test, simple 

regression analysis with panel data method at a significance level of 

5%, and also hypothesis testing. Eviews 10 was applied for statistical 
calculation. The results of this study indicate that the inflation affects 

stock prices. 
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Basically, stock prices always fluctuate every day. Therefore, the 
inventors must consider the factors that are able to affect the stock 

prices. The more people buy a stock, the more stock price tends to move 
up. On the other hand, the more people sell stock in a company, the 

stock price tends to fall. There are two factors that are able to influence 
the stock price fluctuations, they are internal factors and also external 
factors (Yongki & Siti, 2009). 

Food and beverage companies are companies that produce food 
and beverage products. In Indonesia, this sub-sector has an important 
role, because their products are the basic needs of the Indonesian 

people. According to the Central Bureau of Statistics, the inflation rate 
for the health and food, beverage and tobacco sectors from 2019 to July 

2021 has been fluctuated. However, after several months, the grocery 
sector experienced deflation and reached its highest in August 2020, 
namely 0.86%. Meanwhile, in July 2021, the healthcare and the grocery 

sectors improved by 0.24% and 0.15%  compared to the previous 
month. 

One of the factors that affect stock prices is inflation. High 
inflation causes the company’s operating costs to increase, resulting in 
decreased company profits and affects investors who are less interested 

in investing in the company. Thus, this condition causes the stock price 
is increasing (Sukirno, 2008). 

The phenomena related to inflation on stock prices are cited from 

the website jatengdaily.com by Laeli Sugiyono as Middle Statistics at 
the BPS Central Java Province (2021), the inflation increases, and 

earning share prices usually decrease. It means that when you own 
shares with dividends. The stock price decreases when the inflation 
increases. Under these conditions, investors are able to take advantage 

of the situation to buy shares at low price. In addition, many studies 
have investigated on stock prices but they showed the different results, 
including by Kurniawan and Tri (2019), their research showed that 

inflation has a significant positive impact on stock prices. 
 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 
Inflation 
 According to Murni (2016:218), inflation is an event that refers to 

a generally increasing price level and occurs continuously. According to 
Natsir (2014:266), the formula used to calculate inflation is as follows: 

 
 
Where:  
INFn  = Inflation or deflation at time (month or year) (n) 

IHKn        = Consumer Price Index at time (month or year) (n) 
IHKn-1 = Consumer Price Index at time (month or year) (n-1) 
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 Inflation gives positive and negative influence depending on the 
severity of inflation. The positive impact will be given if the inflation is 

not worst, such as improving the national income, encouraging people 
to work, saving and also investing. On the other hand, the economy will 

chaos and low when the inflation is getting worst or out of control 
(hyperinflation). 
 According to Nano Prawoto (2019:81), there are several policies to 

prevent inflation, as follows: 
1. Monetary Policy: This policy focuses on the money supply. The 

central bank uses monetary policy by changing the bank’s 

minimum reserves, changing the discount rate, opening market 
operations, and moral appeals to commercial banks. 

2. Fiscal Policy: This policy consists of government spending and 
taxation. They directly affect prices. This policy is also related to 
the government’s policy on spending and taxation, which can 

directly affect process. Reduction of total demand and inflation is 
one of the fiscal policies. 

3. Policies related to Output: The output that continues to increase 
is able to reach by policies. This policy can reduce the import 
duties so that the import prices is increasing or decreasing in 

prices. The increase in output can hold up the movement of 
inflation. 

4. Pricing and Indexing Policy: This policy is caused by setting a 

ceiling price (the highest price), especially for the cost of certain 
goods, and the index of wages or salaries. 

 
Stock Prices 
 The share price is the price for Securities traded on the Stock 

Exchange where the share price is affected by the large number of 
requests and offers where the share price is unpredictable (Christine & 
Winarti, 2022). 

 According to Sunariyah (2011:127), there are three types of stock 
prices, they are: 

1. Nominal Share Price 
The initial price defined as a value setl byl thel issuerl tol examine 
eachl share lissued. Forl example, thel nominal sharel pricel 

depends on the issuer wish. 
2. Prime Price or Common Stock Price 

A Prime price or common stock price means the price before the 
listed price published on the Exchange. The price depends on the 
agreement between the issuer and the underwriter. 

3. Share Market Price 
This pricel isl thel sellingl pricel of sharesl between onel investorl and 
anotherl after being listed on the Exchange. It depends on the 

forces of demand and the secondary market offers. 
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Inflation 

Kurniawan (2019) 
Nurasila (2019) 

Jeffrey (2020) 
 

Stock price 

Rachmawati (2018) 
Ratnasari (2019) 

Christina (2022) 
 

Share 
 Shares are proof of the company’s ownership, where the owner is 

also known as a shareholder (stockholder). The l forml ofl sharesl isl a 
piecel of lpaper, which explainsl that thel owner ofl paper orl document isl 

the lcompany’s ownerl that issuesl the lsecurities (Adnyana, 2020:33). 
 
The Impact of Inflation on Stock Prices 

 Mohamad Samsul (2015:211) explains thel effectl ofl inflationl onl 
stock lprices. High inflation drives down stock prices in the market. 
Beside that, moderate inflation also slows down stock prices.  

 A high inflation increases company’s costs. If the increased cost is 
more than the increased selling price set byl thel lcompany, thenl thel 

company’sl profitability willl ldecrease. Investors will not invest in the 
company, so the stock price drops. On the other hand, moderate 
inflation will encourage company growth. If the increased costs are 

smaller than the increased selling price set byl lthe lcompany, lthe 
lcompany’s profitabilityl will lincrease. Investors are glad to invest their 

money in a company, therefore, the share price will be rising 
(Kurniawan & Tri, 2019). 
 The results of the research is similar to the research conducted 

by Rachmawati (2018), Kurniawan and Tri (2019), Nurasila, Diah, & 
Supramono (2019), Jefry and Abid (2020), Ratnasari, Abdul, and Cholid 
(2019). The result showed that inflation hasl al significantl effectl lon 

stock lprices. 
Basedl on thel description labove, thel following isl an overviewl ofl 

thel research framework: 
 
 

 
 
 

Figure 1. Thinking Framework 
 Basedl onl thel frameworkl describedl labove, the researchl 

hypothesis isl as lfollows: 
H0: Inflationl does notl affect lstock lprices 
H1: Inflation affects stock prices 
 

METHOD 
Type of Research 

Thisl researchl isl quantitativel lresearch. It usesl a secondaryl data 
froml the lIndonesian Stock Exchangel (IDX) lwebsite, namely 
www.idx.co.id. The secondary datal usedl inl thisl studyl is the closing 

price of the sample companies in 2019-2021 period, while the inflation 
data in this study comes from the Bank Indonesia (BI) website, namely 
www.bi.go.id. The secondary data used in thisa study is the actual 

inflation that occurred in Indonesia in 2019-2021.  
The research object in this study is inflation and stock prices. 

Inflation is the independent variable, while stock prices used as 
dependent variable. 

http://www.idx.co.id/
http://www.bi.go.id/
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Population and Sample 
 Thel populationl inl thisl researchl is al food andl beverage lsub-

sector manufacturingl listed onl the Indonesial Stock Exchangel (IDX) forl 
the l2019-2021 lperiod. After applying purposive sampling method to 

obtain the data, there were 19 companies used as samples of this 
research.  After applying the normality test, the extreme values require 
the researcher to remove the data by conducting an outlier test. 

Therefore, there were 54 samples used as the data by the researchers.  
lTable l1. Researchl Samplel Selectionl Processl 

 

Data Collection Method 
 In this study, the researcher uses several methods to obtain the 
data as follows: 

1. Literature Review (Literature Study) 
Literature study is carried out by studying or reviewing theories, 
understanding required books (literature), the result of experts’ 

research, textbooks, journal, and other references related to the 
observed problems. 

2. Internet Studies (Internet Research) 
The secondary data is obtained through internet studies. The 
researchers used several websites such as www.idx.co.id and 

www.bi.go.id. Other official websites also used by the researchers 
as the additional references. 

 
Data Testing Methods 
 The data testing method used the classical assumption test. It 

obtains to fulfill the requirements of linear regression analysis and to 
ensure that the regression coefficient is unbiased, consistent, and 
accurate.  

 
Data Analysis 

The data analysis method used in this study is simple linear 
regression analysis. Regression analysis is used to test the relationship 
of one dependent variable and one independent variable (Sugiyono, 

2018:4). 

Nol lSample Criterial Amount 

1l 
Foodl andl beveragel lsub-sectorl manufacturing companiesl listed 

lon the Indonesial Stock Exchangel (IDX) inl 2019-l2021.  
26 

2l 

Manufacturingl companies inl the foodl and beveragel sub-sectorl 

that havel not publishedl their financiall reports consecutivelyl in 

l2019-l2021.  

(5) 

3 
Manufacturingl companies inl the foodl and beveragel sub-sectorl 
that dol not havel consistently auditedl financial reportsl in l2019-

l2021.  

(0) 

4 
Manufacturing companyl in thel food andl beverage lsub-sector thatl 

is conducting an IPO in 2020 
(2) 

5 The selected company chosen as the samples 19 

6 Number of sample companies in  2019-2021 (19 companies x 3 years) 57 

7 The Outlier Data (3) 

lThe numberl ofl samplesl usedl in lthe lstudy 54 

http://www.idx.co.id/
http://www.bi.go.id/
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The partial test or t-statistical test is basically to show how far 
the influence of one independent variable has on the dependent variable 

by assuming the other independent variables are constant (Ghozali, 
2018:98) 

The coefficient of determination basically measures how far the 
model can explain the variation in the dependent variable is. A small R2 

value means that the ability of the independent variables to explain the 

variation in independent variable is limited. The score that closed to one 
means that the independent variables provide almost all the 
information needed to predict variations is the dependent variable 

(Ghozali, 2018:97). 
 

RESULTS AND DISCUSSION 
Normality Test 
 The normality applied to test whether the residual or confounding 

variables in the regression model have a normal distribution or not. The 
model used in this study Jarque-Bera test. Decision-making is taken by 

looking at the resulting probability value. If the resulting probability 
value is more than 0.05, then the data is not distributed normally. On 
the other hand, if the resulting probability value is less than 0.05 then 

the data is not distributed normally. The following are the results of the 
normality test:  

 
Figure 2. Normality Test 

Source: Eviews Output Results 10 

Basedl onl thel datal labove, the probabilityl value lis l0.126396, 
becausel the lprobability value onl the lJarque-Bera testl is greaterl than 

thel margin ofl error lof l5% (0.05l), itl concludes lthat the regressionl model 
isl distributed lnormally. Therefore, itl can bel assumed thatl the 
lassumption of normality ofl the datal is lfulfilled. 
 

Heteroscedasticity Test 
 Thel purposel ofl thel heteroscedasticityl test isl to testl whether 
therel is anl inequality lof variance froml one residuall observation tol 

another inl the regressionl model. Ifl the variancel from onel observer’sl 
residual tol another observerl is lconstant, then itl is calledl 

homoscedasticity. lBut if itl is ldifferent, it isl called asl heteroscedasticity. 
Al good regressionl model isl a modell that lhas homoscedasticity orl no 
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heteroscedasticityl at lall. To testl heteroscedasticity lusing Breusch-
lPagan-Godfrey testl with thel following lcondition: 

1. Ifl the lobs*R-squarel probability valuel is <l0.05 thenl there arel the 
symptomsl of lheteroscedasticity 

2. Ifl the lobs*R-squarel probability valuel isl > l0.05, thenl there arel no 
symptomsl of lthe lheteroscedasticity. 
Followingl are thel results ofl the lheteroscedasticity ltest: 

lTable 2. Heteroscedasticityl Test lResults 
Heteroskedasticityl Test: lBreusch-Pagan-Godfreyl 

     
     lF-statistics l0.02387l Prob. lF(1,52) l0.8779 

lObs*lR-squaredl l0.02472l Prob. lChi-lSquare(l1) l0.8751 

lScaled lexplained lSS l0.03914l Prob. lChi-lSquare(l1) l0.8431 

     
     Source: Eviews Output Results 10 

Basedl onl thel tablel labove, the testl results throughl Breusch-
Paganl-Godfrey lshows an lObs*R-squaredl probability valuel of l0.024722 
withl a lChi-Square valuel is l0.8751, becausel the probabilityl value isl 

more thanl 0.05l (0.8751l > l0.05), itl can bel concluded thatl there isl no 
heteroscedasticityl in lthis lstudy. 

 
Autocorrelation Test 
 Thel autocorrelationl testl appliedl tol test whetherl there isl a 

correlationl between lthe confounding errorsl in lt-period andl the residuall 
error inl t-1l periodl (previous). Inl this lstudy, the autocorrelationl test 
usedl Breusch-Godfreyl test. Ifl the resultingl probability isl more thanl 

0.05l then thel regression modell is freel from autocorrelationl problems. 
Thel following arel the resultsl of thel autocorrelation ltest: 

 lTable 3. Autocorrelationl Test lResults 
lBreusch-Godfrey Seriall Correlation lLM lTest:  

     
     lF-statisticsl l1.45523 lProb. F (1,51) l0.2333l 

lObs*R-lsquared l1.498078 lProb. Chi-Squarel (1) l0.2210l 

     
     Source: Eviews Outputl Results l10 

Basedl on thel results ofl Breusch-Godfreyl test, youl can seel the 

Probl value. lChi-Square (Obsl*R-squaredl) of l0.221 isl still greaterl than 
l0.05 (l0.221 > l0.05), becausel the probabilityl value isl more thanl l0.05. Itl 

can bel concluded thatl there arel no signsl of autocorrelationl in lthe 
regression lmodel. 
 

Simple Linear Regression Analysis 
Inl linearl lregression, thel coefficientsl are takenl which isl able tol be 

addedl to lthe regression lequation. The variablesl will bel tested includel 
stock pricesl and linflation. The lresults of linearl regression testingl 
carried outl by Eviewsl as lfollows: 
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lTable 4. Simplel Linear lRegression 
     
     Variablesl coefficientl lstd. Errorl lt-Statisticsl lProb. 

     
     Cl -0.479087l l0.145107l -l3.301619l l0.0017l 

INFLATIONl l21.64763l l6.723878l l3.219516l l0.0022l 

     
        lSource: Eviewsl Output lResults l10 

 Thel results ofl regression testl above arel used tol be enteredl into 

thel equation tol see lthe relationship betweenl the independentl variable 
andl the dependentl variable. lSo, the lregression equation obtainedl is las 
lfollows: Stock lPrice = -l0.479087 + l21.64763 lInflation 

Basedl on thesel equations, itl can bel concluded las lfollows:  
1. Thel constant valuel of -l0.479087 indicatesl the decreasedl average 

inl stock pricesl when inflationl is lzero. It meansl that whenl 
inflation isl increasing, sol the stockl prices ofl food land beverage 
sectorl listed onl the Indonesial Stock Exchangel will ldecrease. So,  

thel constant valuel of thel stock pricel is lnegative 
2. Thel positive inflationl coefficient lis l21,64763, itl indicates al 

number ofl stock pricesl when inflationl increases byl 1%. Ifl 
inflation increasesl by l1%, thenl the stockl price ofl the foodl and 
beveragel sector listedl on thel Indonesia Stockl Exchange isl 

predicted tol increase lby l21.648%. 
 
T-test 

 Thel partiall testl lor lt-statistical testl is usedl to showl how farl the 
independentl variable affectsl the dependentl variable byl assuming thatl 

the otherl independent variablesl have al constant lvalue (Ghozali, 
2018:98). Al partiall testl orl lt-test isl used tol determine whetherl or notl 
thel independentl variable hasl a significantl effect onl the dependentl 

variable. Ifl the significancel value isl less lthan l0.05, itl can bel concluded 
thatl the independentl variable influencesl the ldependent variable. The l 
following arel the resultsl of thel t-ltest: 

Tablel 5. Partiall Hypothesis Testingl (t ltest) 
Variablesl coefficientl lstd. Errorl lt-Statisticsl lProb. 

     
     Cl -0.479087l l0.145107l -l3.301619l l0.0017l 

INFLATIONl l21.64763l l6.723878l l3.219516l l0.0022l 
     

   lSource: Eviews lOutput Results l10 
 
Determination Coefficient (R2) 

 Thel determinationl coefficientl testl isl used tol measure howl far thel 
model isl able lto explain thel variation ofl the independentl variable tol the 
dependentl variable. Thel results ofl the coefficientl of determinationl test 

isl as lfollows: 
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     lR-squaredl l0.166203 lMean dependent lvar -l0.022482l 

lAdjusted lR-squaredl l0.150168 SDl dependent lvar l0.244641l 

lSE ofl regressionl l0.225525 Akaikel info lcriterion -l0.104434l 

lSum squared residuel l2.644810 Schwarzl criterionl -l0.030768l 

lLikelihood logsl l4.819714 lHannan-Quinnl criter. -l0.076024l 

lF-statisticsl l10.36528 lDurbin-Watson lstat l1.666954l 
lProb (F-lstatistic) l0.002214l    

     
     

 Basedl on thel table labove, the lR-Square valuel of l0.166203 

indicatesl that inflationl is lable to explainl changes inl stock pricesl of 
foodl and beveragel sector listedl on thel Indonesia lStock Exchange byl 
l16.6%. Inl other lwords, inflation hasl an linfluence/contribution ofl 

16.6%l on lthe stock pricel of foodl and beveragel sector listedl on thel 
Indonesia Stockl Exchange, whilel the remainingl 83.4%l is thel influence 

ofl other factorsl not lexamined. 
 
CONCLUSION 

 Basedl onl thel resultsl ofl data analysisl and discussionl that hasl 
been carriedl out lregarding the impactl of inflationl on stockl prices, thel 
researchers concludel that inflationl affects lstock pricesl in foodl and 

beveragel sub-sectorl manufacturing companiesl listed onl the Indonesial 
Stock Exchangel for thel 2019-2021l period. Forl further lresearch, he 

researchersl suggest tol expand lthe range ofl research byl adding thel 
independent lvariables, and addingl a longerl time spandl in lorder to 
obtainl better lanalysis lresults. 
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