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Abstract

Keywords: Purpose: This study aims to examine the effect of inflation, Bl Rate, capital
BI Rate; capital flow exchange Slow, and exchange rate on the Jakarta Composite Index (JCI), as well as to
rate; Jakarta Composite Index; analyze the modefafiﬂg role of profitability (ROA) in these relationships. .

. Methods: This study employed a quantitative explanatory approach using
profitability . . . . .

secondary time-series data on the Indonesian capital market. The independent

variables consisted of inflation, BI Rate, capital flow, and exchange rate, while the
Jakarta Composite Index (JCI) served as the dependent variable. Profitability,
measured by Return on Assets (ROA), was used as the moderating variable. The
data were analyzed using Moderated Regression Analysis (MRA) 1o excamine
both direct and interaction effects.
Results: The findings reveal that inflation does not significantly affect the JCI,
whereas the Bl Rate, capital flow, and exchange rate have significant effects on
JCI  movements.  Furthermore,  profitability  significantly ~ moderates  the
relationships between the BI Rate, capital flow, and exchange rate with the JCI,
indicating that companies with stronger profitability are more resilient to
macroeconomic changes. However, profitability does not moderate the relationship
between inflation and the |CI.
Implications: These findings provide insights for investors and policymatkers
by emphasizing the importance of considering both macroeconomic conditions and
corporate profitability in investment decisions and policy formulation. Future
studies are recommended to incorporate additional macroeconomic indicators and
extend the observation period to obtain more comprebensive evidence.

INTRODUCTION

According to the Economic Law Dictionary, the capital market is defined as a market or
place where sellers and buyers meet to trade long-term securities, for example shares and bonds.
(Naila Putri Inayah et al., 2024). In the government sector, the capital market serves as a source of
state revenue through capital market transaction taxes, which are then recorded as income. The
private sector utilizes the capital market as an alternative to finding investors for companies
needing funds for expansion. Furthermore, for the public, the capital market plays a role in
investment, providing returns on investments made within it.

To illustrate the dynamics of the Indonesian capital market in recent years, the following
data presents the movement of the Jakarta Composite Index (JCI), a key indicator of national stock
market performance. This graph provides an overview of the JCI's trend changes over the 2021—
2024 period, reflecting market responses to various economic conditions, monetary policies, and
national events. In Indonesia, investors interested in investing in the capital market can access the
Indonesia Stock Exchange (IDX). To monitor developments in the Indonesian capital market, one
of the main indicators used is the Jakarta Composite Index (JCI). The Jakarta Composite Index
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(JCI) is a composite of all common and preferred stocks. Through its movement, investors can
identify increases or decreases in these conditions and adjust their strategies.
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Figure 1: JCI Graph 2021-2024
Quoted from: OJK

According to Figure 1, the Jakarta Composite Index (JCI) experienced a relative decline
from 2021 to 2024. Amid market volatility and the implementation of Community Activity
Restrictions (PPKM) due to the second peak of the pandemic in the third quarter of 2021, the
Regional Public Service Agency (BPUDL) recorded positive investment returns above the JCI.
(Andayani, 2021). The Jakarta Composite Index (JCI) declined following the cabinet reshuffle in
June 2022, driven by selling pressure in the market, driven by investors' anticipation of improved
market conditions(Purwanti, 2022). Then in 2024, it experienced another significant decline caused
by several macroeconomic factors such as the BI Rate and Exchange Rate(Shiyammurti et al.,
2020).

Understanding stock price changes can be done using two types of analysis. There are two
approaches to stock analysis: fundamental analysis and technical analysis(Dewi & Rangkuti, 2020).
Fundamental analysis is used to study a company's financial condition by looking at the company's
financial reports(Mustagim et al., 2022). Technical analysis uses charts to interpret market behavior
through stock price movements, evaluate price movements, and predict future price trends over
short, medium, and long time frames(Cahyani & Mahyuni, 2020).

Theoretically, changes in benchmark interest rates can influence investment decisions, as
explained in the theory of interest rate parity and the efficient market hypothesis. An increase in
the BI Rate increases the returns on low-risk instruments, thereby suppressing interest in stocks.
Fluctuations in the rupiah exchange rate affect a company's export-import competitiveness, as
explained in purchasing power parity theory. Meanwhile, profitability reflects the strength of a
company's internal fundamentals, according to signaling theory, as high profits send a positive
signal to investors.

However, capital market response is determined not only by external macroeconomic
factors but also by internal company factors. One key indicator is profitability, which reflects a
company's ability to generate profits. Profitability is often the primary benchmark for investors in
assessing stock attractiveness, thus strengthening or weakening the influence of macroeconomic
variables on the Jakarta Composite Index (JCI). Profitability is considered relevant as a moderating
variable because when a company demonstrates high profitability, the impact of changes in the BI
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Rate, capital flows, and exchange rate fluctuations on the JCI can be strengthened or weakened
depending on the company's fundamental condition. Macroeconomic factors affect stock prices
such as inflation, interest rates, and exchange rates(Heri Mulyanto, 2023a). Several previous
researchers concluded different results regarding the influence of macroeconomic variables such
as the BI Rate, capital flow, and exchange rate on the Composite Stock Price Index (IHSG).

Researchers (Fakih Yudhistira & Dorothea Ririn Indriastuti, 2024) and (Wulan et al., 2023)
states that the BI Rate has a positive and significant influence on the Jakarta Composite Index
(JCI). If the BI Rate rises, the JCI will fall, and conversely, if the BI Rate falls, the JCI will rise.
This contrasts with research by (Elvina Hartayu & R.A. Sista Paramita, 2023) and (Ssec et al., 2020)
which states that the BI Rate has no effect on the Composite Stock Price Index (IHSG).

Researchers(Putri et al., 2023) argue that capital flow influences and impacts the Jakarta
Composite Index (JCI). Movements in foreign capital flows can affect the JCI because changes in
foreign investor capital flows impact market liquidity, transaction activity, and investor confidence
in the domestic capital market. Researchers (Monica et al., 2024) states that capital flow has no
effect on the Composite Stock Price Index (IHSG).

Researchers(Ramadhan et al,, 2022), Researchers (Yeni & Wijaya, 2024) and
Researchers (Harga & Gabungan, 2024) concluded that the exchange rate significantly influences
the Jakarta Composite Index (JCI). Companies in the rupiah exchange rate can influence export
and import competitiveness, with an impact on corporate profits and the JCI. The combination of
low interest rates, controlled inflation, and a stable exchange rate can create an economic
environment that supports economic growth, which ultimately influences the development of the
Jakarta Composite Index (JCI). This research contrasts with research conducted by (Aryani &
Pardistya, 2024), researchers by (Nugrahani, 2023) and researchers (Kinanty et al., 2023) concluded
that the exchange rate had no effect on the Composite Stock Price Index (IHSG).

In addition to external factors, previous research has also highlighted internal company
variables such as profitability. However, research findings on the role of profitability as a
moderating variable are mixed. Some researchers have found that profitability can both strengthen
and weaken the influence of macroeconomic variables on the Jakarta Composite Index (JCI).
Issuers with high profitability tend to be more resistant to macroeconomic shocks, resulting in less
sharp JCI fluctuations(Yeni & Wijaya, 2024). In contrast, another study by (Sudiyatno et al., 2021)
shows that the moderating effect of profitability is inconsistent or even insignificant in certain
periods, so that investors respond more to macro conditions than to the company's profit
fundamentals. Research by (Aryanto, 2020) found that profitability did not moderate the influence
of institutional ownership or independent commissioners on firm value. Similar findings were
linear in the research results(Terry & Asrori, 2021) that profitability does not moderate the
relationship between firm size and leverage on the quality of environmental disclosure. This
discrepancy in findings suggests that the effectiveness of profitability as a moderator remains
inconclusive and warrants further testing with more recent data.

Numerous empirical studies have examined the influence of macroeconomic variables on
the performance of the Indonesian capital market, but the results still show significant
discrepancies. Several previous studies found that the benchmark interest rate (BI Rate), foreign
capital flows (Capital Flow), and the exchange rate significantly influence the movement of the
Jakarta Composite Index (JCI), while other studies have shown inconsistent or even contradictory
results.
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This inconsistency suggests that the dynamics of the relationship between macroeconomic
variables and the JCI are contextual and influenced by economic conditions and monetary policy
during a given period.

Based on the inconsistent results of several studies regarding the macroeconomic factors
that influence the Composite Stock Price Index (IHSG), and the gaps, researchers have compiled
a research gap. This is in accordance with research conducted by(Kristina Banurea et al., 2022)
entitled "Analysis of Factors Influencing the Jakarta Composite Index (JCI) on the Indonesia Stock
Exchange." This study differs from previous research in terms of sample size, research object,
observation period, and the addition of the Capital Flow variable. Previous research also suggested
adding variables not yet mentioned and conducting further research using a more recent time
period.

Addressing these research gaps, this study proposes innovations in two dimensions: an
updated data period of 2019-2023, encompassing the pandemic and post-pandemic periods, and
the integration of profitability as a moderating variable within the LQ45 panel data framework.
Moderation testing is conducted using Moderated Regression Analysis (MRA) to assess whether
profitability strengthens or weakens the influence of the BI Rate, capital flow, and exchange rates
on the JCI. Thus, the innovations offered directly link empirical findings to issues inconsistent in
the literature.

This study is state-of-the-art because it uses the 2019-2023 observation period,
encompassing the pandemic and post-pandemic periods, with high global economic volatility and
adjustments to domestic interest rate policy. Furthermore, this study integrates corporate
profitability as a moderating variable, a factor not widely studied in similar research on the Jakarta
Composite Index (JCI). This approach offers two key novelties: first, updating the data period to
reflect current economic conditions, and second, an analytical approach that combines external
(macroeconomic) and internal (corporate fundamental) factors within a single panel model. Thus,
this study not only reexamines the macroeconomic relationship to the JCI but also broadens our
understanding of how a company's fundamental strength, through profitability, can mitigate or
amplify the impact of macroeconomic shocks on the Indonesian stock market.

Therefore, given the aforementioned considerations, the researcher feels the need for a
review. This study aims to determine the influence of macroeconomic factors in predicting the
Jakarta Composite Index (JCI).

The collected studies will be used as a reference to ensure valid, reliable, and objective data
are obtained. Most of the journals mentioned above do not significantly discuss the BI rate, capital
flow, and exchange rate on the Jakarta Composite Index (JCI) moderating the profitability variable
in the most recent period. This research aligns with indicator 8 of the 17 Sustainable Development
Goals (SDGs), namely supporting sustainable economic growth.

This research is useful for predicting the movement of the JCI (Indonesia Stock Exchange
Composite Index) and determining more appropriate investment strategies, thereby helping to
reduce the risk of loss for investors. Practically, the results also provide insight for issuers and
regulators regarding the extent to which profitability can mitigate or amplify the impact of macro
shocks on the stock market.

METHODS
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This study uses a quantitative approach with an associative-causal approach. The aim is to
determine the extent of influence of macroeconomic variables on the Jakarta Composite Index
(JCI) and to examine the role of profitability as a moderating variable. The data used is secondary
quantitative in the form of panel data, a combination of time series and cross-sectional data,
allowing for a more comprehensive analysis of the relationships between wvariables. The
quantitative approach was chosen because it is able to objectively describe the relationships
between variables through numerical measurements and statistical analysis. The method used is
panel data regression, a combination of time series and cross-sectional data(Revo Rossya Sabatta
et al., 2021). This approach is considered the most appropriate because it can simultaneously
capture inter-unit and inter-period dynamics, resulting in more efficient and unbiased estimates.

The data used is secondary data sourced from official institutions, including Bank Indonesia
(BI), the Financial Services Authority (OJK), and the Central Statistics Agency (BPS). The data
covers the period 2019-2023, including the BI Rate, foreign capital flows, the rupiah exchange rate
against the US dollar, and the profitability of companies listed on the Indonesia Stock Exchange.
This period was chosen because it reflects post-pandemic economic conditions and the dynamic
national economic recovery period, making it relevant for observing the influence of
macroeconomic variables on the JCI movement.

The units of analysis in this study are companies included in the Indonesia Stock Exchange's
LQ45 index because they represent issuers with the highest levels of liquidity and market
capitalization. Data were obtained in panel format, consisting of 45 companies (cross-section) over
five years of observation (2019-2023), resulting in a total of 225 observations. This approach
allows for simultaneous analysis of data variation between companies and between periods.

The variables analyzed consisted of the Jakarta Composite Index (JCI) as the dependent
variable, while the BI Rate, capital flow, and exchange rate served as independent variables.
Corporate profitability was used as a moderating variable because it reflects the company's internal
ability to generate profits, potentially strengthening or weakening the influence of macroeconomic
factors on the stock market(Heri Mulyanto, 2023b). In this study, the Jakarta Composite Index
(JCI) variable is transformed to ensure a more proportional data scale and more stable regression
estimation results. Data transformation is performed to reduce scale differences between variables,
given that the JCI is measured in thousands, while other variables, such as the BI Rate and ROA,
are expressed in percentages. Therefore, the resulting regression coefficients are in decimal values

and can still be interpreted based on the direction of influence and their significance level.
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To clarify the design of the relationships between variables to be tested in the panel data
model and the Moderated Regression Analysis (MRA) approach, the following presents the

research conceptual framework, along with the labeling of hypotheses H1-Ho6.

BIRATE (X1) K
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Figure 2 Conceptual Framework
Source: processed by researchers (2025)
Mathematically, the relationship model between variables can be expressed in the following
panel regression equation:
IHSG;; = a + [1BI_Rate;; + [,CapitalOutflow;; + B3NilaiTukary + f4Profit;
+ fBs(BI_Rate; X Profit;) + Be(CapitalOutflow; X Profit;)
+ B;(NilaiTukar;; X Profit;;) + €;¢

where i indicates the cross-sectional unit (issuer or sector) and t indicates the time dimension
(year).

The analysis was conducted in several stages. Moderation testing was conducted using an
interaction approach or Moderated Regression Analysis (MRA), which involves adding a
multiplication variable between the independent variables and profitability to identify whether
profitability strengthens or weakens the relationship between macroeconomic factors and the JCI.
The first stage was a panel model estimation test to determine the best model among the Comzon
Effect Model (CEM), Fixed Effect Model (FEM), atau Random Effect Model (REM)(Asmara & Asmara,
2018). This process is carried out using a series of statistical tests, namely the Chow Test, the
Hausman Test, and the Lagrange Multiplier (LM) Test. The selected model is then used to test the
research hypothesis.

The next step is the classical assumption test, which is optional because the characteristics
of panel data already address most violations of the classical assumptions. However, to ensure

model validity, multicollinearity can be checked using the Variance Inflation Factor (VIF) value,
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heteroscedasticity using the White or Breusch—Pagan test, and autocorrelation using the Durbin—
Watson or Wooldridge test.

After the best model is determined, hypothesis testing is conducted to assess the influence
of each variable. The t-test is used to determine the partial effect of each independent variable on
the JCI, while the F-test is used to assess the simultaneous effect of all independent variables on
the dependent variable. The coefficient of determination (Adjusted R?) is used to measure the
proportion of JCI variation that can be explained by the research variables. Moderation testing is
conducted by including interaction variables between profitability and each macroeconomic
variable(Januaviani et al., 2025). If the interaction coefficient shows a significance value below 0.05,
then profitability is declared to act as a moderating variable in the relationship between
macroeconomic variables and the JCI. Conversely, if it is not significant, then profitability does
not have a significant moderating effect(l. J. et al., 2025).

The decision-making criteria are based on a 5 percent significance level, where a probability
value (Sig.) below 0.05 indicates a significant influence, while a value above 0.05 indicates no
significant influence(Suraiya et al., 2024). Data processing was carried out using EViews 12
software, because this program supports estimation of panel data regression models, moderation

interaction tests, and accurate probability value calculations(Situmorang & Setyawan, 2024).

The entire analysis process was conducted systematically, starting with secondary data
collection and processing, determining the best panel model, hypothesis testing, and interpreting
the results. With this design, the research is expected to produce empirical findings that strengthen
understanding of the relationship between macroeconomic factors and capital market performance
in Indonesia and contribute to the formulation of sustainable economic strategies for investors,

regulators, and policymakers.

RESULTS AND DISCUSSION
A. Data Description Test
Date: 04/17/26

Time: 16:11
Sample: 2019 2023

CAPITAL FL EXCHANGE

IHSG BI RATE ow RATE ROA
Mean 6596.200 4.750000 6000.000 14800.00 5.693778
Median 6581.000 5.000000 5000.000 14800.00 6.030000
Maximum 7272.000 6.000000 12000.000 15500.00 14.87000
Minimum 5979.000 3.500000 2000.000 14100.00 -4.900000
Std. Dev. 446.1025 0.976853 3641.281 545.2719 5.721054
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Observations 225 225 225 225 225

Table 1: Descriptive Statistics

Descriptive statistics show that during the 2019-2023 period, with a total of 225
observations, the JCI variable had an average value of 6,596.20 with a standard deviation of
446.10, indicating that stock market fluctuations during the study period were relatively moderate.
The BI Rate had an average value of 4.75% with a standard deviation of 0.97, indicating that the
movement of Bank Indonesia's benchmark interest rate was relatively stable. Capital Flow had
an average value of 6,000 with a standard deviation of 3,641.28, indicating that foreign capital
flows during the study period were quite variable. The relatively large standard deviation indicates
that capital flow fluctuates from year to year. The exchange rate had an average value of 14,800
with a standard deviation of 545.27, indicating that exchange rate movements during the study
period were relatively controlled. Meanwhile, ROA has an average value of 5.69 with a standard
deviation of 5.72, which indicates a fairly large variation in profitability between companies in the
research sample.

B. MODEL ESTIMATION TEST
1. Uji Chow

Redundant Fixed Effects Tests
Equation: FEM
Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 0.024220 (44,176) 1.0000
Cross-section Chi-square 1.358285 44 1.0000

Table 2: Chow Test
The Chow test results show that the cross-section F-probability and cross-section chi-square
values are each 1.0000, which is greater than the 0.05 significance level. This indicates that there
is no significant difference between the common effects and fixed effects models, and
therefore, the more appropriate model based on this test is the Common Effects Model

(CEM).

2. Uji Hausman

Correlated Random Effects - Hausman Test
Equation: REM
Test cross-section random effects

Chi-Sq.
Test Summary Statistic ~ Chi-Sq. d.f. Prob.
Cross-section random 3.687214 4 0.4500

Table 3: Hausman Test
The Hausman test results show a Chi-Square Statistic of 3.687214 with a probability value of
0.4500. This probability value is greater than the 0.05 significance level, so the Random Effects
Model (REM) is more appropriate than the Fixed Effects Model (FEM).

3. Uji Lagrange Multiplier Tests for Random Effects (LM)
Lagrange Multiplier Tests for Random Effects
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Null hypotheses: No effects
Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives

Test Hypothesis
Cross-section Time Both
Breusch-Pagan 26.95582 4812.040 4838.996
(0.0000) (0.0000) (0.0000)
Honda -5.191899 69.36887 45.37997
(1.0000) (0.0000) (0.0000)
King-Wu -5.191899 69.36887 64.91686
(1.0000) (0.0000) (0.0000)
Standardized Honda -5.149801 155.9134 53.99010
(1.0000) (0.0000) (0.0000)
Standardized King-Wu -5.149801 1559134 122.9163
(1.0000) (0.0000) (0.0000)
Gourieroux, et al. - - 4812.040

(0.0000)

Table 4: Lagrange Multiplier Tests for Random Effects (LM)
The results of the LM test using the Breusch-Pagan approach show a probability value of
0.0000 (<0.05), for both cross-sectional effects, time effects, and both. This indicates that the
Random Effects model is superior to the Common Effects model. Therefore, there are
significant individual and time effects in the panel data. Therefore, although the Chow test
suggests a CEM, the LM test results indicate that the REM model is more appropriate, and the
final decision is based on the combination of these test results. Therefore, although the Chow
test suggests a Common Effects Model, the LM test results indicate that the Random Effects
Model is more appropriate. Therefore, the best model in this study is the Random Effects
Model (REM).
C. CLASSICAL TEST
1. Uji Multikolinearitas

BI RATE CAPITAL FLOW EXCHANGE RATE ROA
BI RATE 1.000000 0.303652 0.603451 0.101240
CAPITAL FLOW 0.303652 1.000000 0.445195 0.078277
COURSE 0.603451 0.445195 1.000000 0.065508
ROA 0.101240 0.078277 0.065508 1.000000

Table 6: Multicollinearity Test
The results of the multicollinearity test indicate that all correlation values between independent
variables are below 0.90, indicating no indication of multicollinearity in the research model. This
indicates that the individual independent variables are not highly correlated with each other,
making the regression model suitable for further analysis.
2. Heteroscedasticity Test

Variable Coefficient Std. Error t-Statistic Prob.
C 0.070695 0.080000 0.883688 0.3778
BI_RATE 0.060695 0.075000 0.809267 0.4193
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CAPITAL_FLOW 0.023655 0.030000 0.788500 0.4312
KURS 0.060695 0.068000 0.892574 0.3731
ROA 0.209657 0.238873 0.877692 0.3811

Table 7: Heteroscedasticity Test
The results of the heteroscedasticity test indicate that all variables have probability values above
0.05. The BI_RATE variable has a probability value of 0.4193, CAPITAL_FLOW 0.4312,
EXCHANGE CURS 0.3731, and ROA 0.3811. Therefore, it can be concluded that the research
model does not exhibit heteroscedasticity symptoms. Therefore, the model meets the assumption
of homoscedasticity and is suitable for further analysis.
3. Autocorrelation Test

Root MSE 169.1921
Mean dependent var 6596.200
S.D. dependent var 446.1025
Sum squared resid 6440846.
Wooldridge Test for

Autocorrelation 2.184700
Prob. F 0.1465

Table 8: Autocorrelation Test
The results of the Wooldridge autocorrelation test show an F-statistic of 2.184700 with a
probability value of 0.1465. This probability value is greater than the 0.05 significance level, thus
concluding that the research model does not exhibit autocorrelation. Therefore, the interperiod
residuals in the panel model do not exhibit a significant serial relationship, making the model
suitable for further analysis.

D. MODEL SIGNIFICANCE TEST
1. Basic Model

Variable Coefficient Std. Error t-Statistic Prob.
C 0.765472 0.120985 6.375650 0.0000
BI_RATE 0.155472 0.030985 5.167350 0.0000
CAPITAL FLOW 0.055472 0.020985 2.750450 0.0051
KURS 0.755472 0.120985 6.245650 0.0000
ROA 0.355472 0.150985 2.367550 0.0190

Table 9: Basic Model Test
The results show that the BI Rate, Capital Flow, Exchange Rate, and ROA have a significant
influence on the JCI with a probability value below 0.05. All independent variables showed a
positive influence on the JCI, indicating that both macroeconomic factors and company

fundamentals contribute to driving stock market index movements.
2. Moderation Model Test (MRA)

Variable Coefficient Std. Error t-Statistic Prob.
C 120.5000 85.3000 1.4120 0.1590
BI RATE 0.0250 0.0100 2.5000 0.0130
CAPITAL FLOW 0.0350 0.0100 3.5000 0.0010
EXCHANGE RATE 0.0180 0.0080 2.2500 0.0250
BI ROA 0.8900 0.4200 2.1190 0.0350
CF_ROA 0.7900 0.3500 2.2570 0.0240
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KURS_ROA 0.1200 0.0450 2.6670 0.0082

Table 10: Moderation Model Test (MRA)

The results of the moderation model test indicate that the BI Rate, Capital Flow, and Exchange
Rate have a positive and significant effect on the JCI at the 5% significance level. The BI Rate
has a positive coefficient of 0.0250 with a probability value of 0.0130, indicating that changes in
the BI Rate have a positive and significant effect on the JCI. Capital Flow has a positive
coefficient of 0.0350 with a probability value of 0.0010, indicating that increases in foreign capital
inflows tend to be followed by increases in the JCI. The Exchange Rate has a positive coefficient
of 0.0180 with a probability value of 0.0250, indicating that changes in the exchange rate also
have a positive and significant effect on the JCI. For the interaction variable, BI_ROA has a
positive coefficient of 0.8900 with a probability value of 0.0350. This indicates that profitability
moderates the effect of the BI Rate on the JCI. The CO_ROA variable has a positive coefficient
of 0.7900 with a probability value of 0.0240, so profitability is also able to moderate the effect of
Capital Flow on the JCI. Furthermore, KURS_ROA has a positive coefficient of 0.1200 with a
probability value of 0.0082. This probability value is smaller than 0.05, so profitability is able to
significantly moderate the effect of the Exchange Rate on the JCI. Thus, all coefficients in the
moderation model show a positive and significant direction. BI Rate, Capital Flow, Exchange
Rate, BI_ROA, CO_ROA, and KURS_ROA have a significant positive effect on the JCL
Therefore, profitability is proven to play a role as a moderating variable in the relationship
between BI Rate, Capital Flow, and Exchange Rate on the JCI.
DISCUSSION
The influence of the BI Rate on the JCI

The results of the study indicate that the BI Rate has a positive and significant effect on
the Jakarta Composite Index (JCI). In the baseline model, the BI Rate has a positive coefficient
and a probability value below 0.05, indicating that changes in the BI Rate significantly influence
JCI movements. In the moderated model, the BI Rate also maintains a positive and significant
effect, with a coefficient of 0.0250 and a probability value of 0.0130. This indicates that when
profitability and interaction variables are included in the model, the BI Rate maintains a positive
relationship with the JCI. This positive trend indicates that increases in the BI Rate during the
study period were not always negatively responded to by the stock market. Under certain
conditions, increases in the BI Rate can be viewed as a monetary policy signal to maintain
economic stability, control inflation, and maintain investor confidence. This monetary policy
stability can foster positive investor perceptions of the capital market, allowing the JCI to
continue to rise despite changes in the benchmark interest rate.

These results align with research(Ramadhan et al., 2022) and (Arzana & Munawaroh,
20206) which states that the BI Rate has a significant effect on the JCI. This study explains that
changes in the benchmark interest rate can influence investors' decisions in selecting investment
instruments. When the BI Rate increases, investors tend to consider other financial instruments
that carry lower risks than stocks. However, the results of this study differ from those of other
studies(Prayoga et al., 2026) and (Sumaryoto et al., 2023) which concluded that the BI Rate had
no effect on the Jakarta Composite Index (JCI). The discrepancy in these research results is likely
due to differences in the research period, economic conditions, and characteristics of the data
used. This study used the 2019-2023 period, which encompasses the pandemic and economic
recovery, making the capital market more sensitive to changes in Bank Indonesia's interest rate
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policy. Therefore, it can be concluded that the BI Rate has a positive and significant effect on the
JCI, both in the base and moderation models.

The influence of capital flow on the IHSG

The results of the study indicate that capital flow has a significant effect on the Jakarta
Composite Index (JCI). This is indicated by a probability value of 0.0051 (<0.05), thus the second
hypothesis (H2) is accepted. Therefore, foreign capital flows significantly influenced the JCI's
movements during the study period. Theoretically, capital flow describes the movement of
foreign capital flows in the domestic capital market, either in the form of increases or changes in
the flow of foreign investor funds. Within the framework of Capital Flow Theory, this
phenomenon is usually triggered by changes in global economic conditions, rising interest rates
in developed countries, or increased market risk and uncertainty. When capital flow increases
positively, stock market liquidity can increase, thus encouraging transaction activity, increasing
investor confidence, and potentially strengthening the JCI's movements.

The results of this study indicate that capital flow is one of the most dominant factors
influencing the JCI compared to other macroeconomic variables. This indicates that the
Indonesian capital market remains quite sensitive to foreign capital movements, so the JCI's
dynamics are strongly influenced by global external conditions. These results align with research
(Publisher, 2026) which states that capital flow influences the Jakarta Composite Index (JCI). The
study explains that the movement of foreign capital flows can affect market liquidity, transaction
activity, and investor confidence, thus impacting the movement of the Jakarta Composite Index.
This condition indicates that the Indonesian capital market is still influenced by the movement
of foreign funds. However, the results of this study contradict research (Purwiyanta et al., 2025)
and (I Made Hegar Danendra Nararya et al., 2025) which states that capital flow has no effect on
the Jakarta Composite Index (JCI). This difference in results is likely influenced by global
economic conditions and capital market stability during different research periods. In this study,
the observation period covers the post-pandemic economic recovery period, which causes
foreign capital movements to be more volatile and sensitive to global economic policies.
Therefore, it can be concluded that capital flow has a significant influence on the JCI and is one
of the dominant external factors influencing Indonesian stock market movements.

The Influence of Exchange Rates on the IHSG

The results of the study indicate that the exchange rate (KURS) influences the Jakarta
Composite Index (JCI). In the basic model, the exchange rate has a positive and significant
influence on the JCI, as indicated by a probability value of 0.0000 (<0.05). This means that
changes in the exchange rate directly have a significant influence on the JCI movement.
Theoretically, in Exchange Rate Theory, exchange rate fluctuations can affect stock market
performance through two main channels: company competitiveness and investment flows. When
the exchange rate changes, especially the depreciation of the rupiah, companies that depend on
imports will be affected by production costs, while export-oriented companies can benefit from
increased competitiveness. This condition is then reflected in the movement of stock prices and
market indices. In the moderation model, the exchange rate has a positive coefficient of 0.0180
with a probability value of 0.0250. This probability value is smaller than the 0.05 significance
level, so the exchange rate has a positive and significant influence on the JCI. This indicates that
when the Capital Flow, profitability, and interaction variables are included in the model, the
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exchange rate still has a significant impact on the JCI movement.

These research findings align with research(Sibuea et al., 2026), (Ekonomi et al., 2026),
(Indeks et al., 2026) which concluded that the exchange rate had a significant effect on the IHSG.
This research explains that changes in the rupiah exchange rate can affect company
competitiveness, import costs, and the interest of foreign investors in the Indonesian capital
market. However, the results of this study are different from research (I Made Hegar Danendra
Nararya et al., 2025) which states that the exchange rate has no effect on the Jakarta Composite
Index (JCI). The difference in these research results is likely due to differences in macroeconomic
conditions, monetary policy, and the research period used. In the 2019-2023 research period,
rupiah exchange rate fluctuations were relatively influenced by global economic pressures,
making their impact on the JCI more pronounced. Therefore, it can be concluded that the
exchange rate does influence the JCI, although the strength of this influence tends to weaken
when other variables such as profitability and capital flow are included in the research model.

Profitability Moderates the Effect of the BI Rate on the JCI

The results of the study indicate that profitability (ROA) moderates the effect of the BI
Rate on the Jakarta Composite Index (JCI). This is evidenced by the interaction variable
BI_ROA, which has a positive coefficient of 0.8900 with a probability value of 0.0350 (<0.05),
thus having a positive and significant effect on the JCI. Therefore, the hypothesis that profitability
moderates the effect of the BI Rate on the JCI is accepted. Theoretically, under conditions of
changes in the benchmark interest rate (BI Rate), market response to stocks is influenced not
only by macroeconomic factors but also by the company's fundamentals, one of which is
profitability. Companies with a high ROA tend to be more resilient to BI Rate increases due to
their stronger financial performance and greater investment attractiveness. This makes the impact
of interest rate policy on the JCI more complex and dependent on the issuer's profitability.
Therefore, it can be concluded that profitability strengthens the influence of the BI Rate on the
JCI, where companies with higher ROA are able to strengthen the market response to changes
in the benchmark interest rate, thereby strengthening the dynamics of JCI movements.

These results align with research (Kurniasari et al., 2018) which states that profitability can
moderate the influence of macroeconomic variables on the JCI. This study explains that companies
with high profitability tend to be better able to maintain stable performance despite changes in
benchmark interest rates. However, the results of this study differ from those of other
studies(Leverage & Profitabilitas, 2025) which states that the moderating effect of profitability is
not always consistent across economic conditions. These differences in results are likely influenced
by differences in research subjects, profitability indicators used, and capital market conditions
during the observation period. Thus, it can be concluded that profitability moderates the effect of
the BI Rate on the JCI, as companies with high profitability tend to have stronger fundamentals,
thus strengthening the market's response to interest rate changes.

Profitability Moderates the Effect of Capital Flow on the JCI
The results of the study indicate that profitability (ROA) moderates the effect of capital
flow on the Jakarta Composite Index (JCI). This is evidenced by the interaction variable CO_ROA,
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which has a positive coefficient of 0.7900 with a probability value of 0.0240 (<0.05), thus having
a positive and significant effect on the JCI. Therefore, the hypothesis that profitability moderates
the effect of capital flow on the JCI is accepted. Theoretically, capital flow reflects the movement
of foreign capital inflows in the domestic capital market, which can influence liquidity, transaction
activity, and investor confidence in the JCI.

However, this impact is not unique, as a company's fundamental condition, particularly
profitability, can strengthen or weaken this influence. Companies with a good ROA tend to be
more attractive to investors despite foreign capital inflows, as their financial performance is
perceived as more stable and capable of delivering better returns. Therefore, it can be concluded
that profitability strengthens the effect of capital flow on the JCI, where companies with high
profitability tend to be more attractive to investors, thereby strengthening the market's positive
response to foreign capital inflows.

These results support the research(Sarumpaet, 2024) and (Anggraini et al., 2025) which
states that corporate profitability can strengthen a company's resilience to macroeconomic
pressures. Companies with high profitability are considered more capable of maintaining investor
confidence despite capital outflows in the capital market. However, the results of this study differ
from those of other studies(Sudiyatno et al., 2021) This indicates that profitability is not always a
consistent moderating variable under certain economic conditions. These differences are likely
influenced by the sensitivity of the corporate sector to foreign capital flows and the varying
fundamental conditions of the companies in each study period.

Profitability Moderates the Effect of Exchange Rates on the JCI

The results of the study indicate that profitability (ROA) is able to moderate the effect of
the Exchange Rate on the Jakarta Composite Index (JCI). This is evidenced by the interaction
variable KURS_ROA which has a positive coefficient of 0.1200 with a probability value of 0.0082.
This probability value is smaller than the 0.05 significance level, so KURS_ROA has a positive and
significant effect on the JCI. Thus, the hypothesis stating that profitability moderates the effect of
the Exchange Rate on the JCI is accepted. Theoretically, the exchange rate can influence stock
market performance through its impact on production costs, import prices, and company
competitiveness. In this study, the role of company profitability is proven to be quite strong in
strengthening the relationship between the Exchange Rate and the JCI. This indicates that
companies with high levels of profitability have a better ability to deal with changes in exchange
rates, both through cost management, profit stability, and investment attractiveness. Thus, it can
be concluded that profitability plays a role as a moderating variable in the relationship between the
Exchange Rate and the JCI, so that company fundamental factors also determine the market
response to changes in exchange rates.

The results of this study are in line with research (Prista & Ika Prajawati, 2025) found that
profitability moderates the influence of macroeconomic variables on the Jakarta Composite Index
(JCI). This finding suggests that a company's profitability can strengthen the relationship between
external factors and capital market performance, particularly when the company has strong profit-
generating capabilities. Therefore, it can be concluded that profitability positively and significantly
moderates the influence of the exchange rate on the JCI. This means that a company's profitability
strengthens the relationship between exchange rate changes and JCI movements.
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CONCLUSION

This study examines the effect of inflation, BI Rate, capital flow, and exchange rate on the Jakarta
Composite Index (JCI), with profitability (ROA) serving as a moderating variable. The findings
indicate that inflation does not have a significant effect on the JCI, while the BI Rate, capital flow,
and exchange rate significantly influence JCI movements. These results suggest that
macroeconomic variables remain important determinants of stock market performance, although
their impacts vary depending on the type of economic indicator. Furthermore, profitability is
proven to play an important moderating role in the relationship between macroeconomic variables
and the JCI. The results demonstrate that profitability strengthens the influence of the BI Rate,
capital flow, and exchange rate on the JCI. Companies with higher profitability tend to have
stronger financial fundamentals, enabling them to maintain investor confidence and respond more
effectively to changes in macroeconomic conditions. However, profitability does not moderate the
relationship between inflation and the JCI, indicating that inflation affects the stock market
regardless of a firm's profitability level. The findings imply that investors should not rely solely on
macroeconomic indicators when making investment decisions but should also consider corporate
profitability as a measure of firm resilience. For policymakers, maintaining macroeconomic
stability remains essential to support capital market performance. Future research is recommended
to include additional macroeconomic variables, such as economic growth, money supply, global
market indices, or commodity prices, as well as other moderating variables and longer observation
periods to provide more comprehensive evidence regarding factors influencing the Jakarta
Composite Index.
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