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ARTICLE INFO ABSTRACT

The study aims to examine which factors affect the tourism stock price

Avrticle history more. The study uses weekly exchange rate and tourism stock prices;
Received 2021-11-18 the inflation, interest rate, and the number of tourism use monthly data.
Revised 2021-12-11 Using descriptive statistics, correlation matrix, augmented Dickey
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Response. The results show that all the variables in our observations
have no causal relationship. Interest rates do not have a causal
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Interest Rate tourism stock prices. The VAR models show interest rate has a negative
Exchange Rate impact on tourism stock price, exchange rate, and the number of tourists
Inflation positively impacting tourism stock price. Inflation has no impact on
Number of Tourists tourism stock price. A decrease in interest rates will encourage
Tourism Stock Price investment to develop a business. A decrease in the IDR exchange rate

against the USD will lower the product's price, so foreign tourists will
feel that Indonesian goods are getting cheaper; thus, they will spend
more and increase the tourism company's share price. Regulators can
use the research results by lowering and maintaining the stability of
interest rates, exchange rates, inflation, and increasing the number of
tourists to Indonesia.

This is an open-access article under the CC-BY-SA license.

1. Introduction

Indonesia is a country in Southeast Asia rich in natural resources, fertile land, and various
cultural heritages. Natural resource and cultural wealth is essential component of tourism in
Indonesia. Until 2020, 9 locations in Indonesia have been determined by UNESCO to be included in
the list of World Heritage Sites [1]. Tourism in Indonesia is an important economic sector. Tourism
objects in Indonesia consist of natural tourism, cultural tourism, religious tourism, and shopping
tourism. The Indonesian government asks investors to invest in facilities and infrastructure to
support tourism. The stock price plays a vital role in the economy. Investors will select and buy the
tourism stock with a good prospect and tends to increase. The stock price movement is based on the
demand or supply of a particular market stock. Many factors influence the tourism stock price, such
as the stock's financial indicators, technical analysis, the number of tourists, the macroeconomics
indicators, and other factors.

Many researchers have studied various factors in tourism and hospitality management. The study
of [2] and [3] are modeling tourist arrivals and tourist consumptions, exchange rate, and gross
domestic product. [4] find that higher uncertainty drives higher demand for international tourism
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abroad; the increased global economic policy uncertainty negatively impacts international
departures. [5] examined the usefulness of Google Trends data in estimating monthly tourist arrivals
and overnight stays; [6] explored the demand-side factors that influence the number of international
tourists arrivals. [7] indicated that house prices, net financial assets, and stock options have the same
causality as tourism departure. [8] concluded that economic growth appears to support human
capital. [9] show that gross domestic product (GDP) and political stability positively impact the
number of tourism, meaning that the higher GDP growth and the more political stability will
increase the number of tourists. However, the exchange rate negatively affects the tourist number,
which means that the exchange rate fluctuation will increase the tourist flow. [10] and [11] have
studied the stock market and tourism. [12] shows that the Gross Domestic Product and interest rate
have influenced the stock price, while the gold price and exchange rate do not affect the stock price.
[13] results suggest that exchange rate movements have significant short-term and long-term effects
on stock prices. [14] conclude that exchange rate and interest rate have negatively affected stock
price indices. [15] and [16] show that inflation significantly negatively affects the stock price. [17]
study indicates that inflation and interest rates positively and significantly impact the stock market.
[12],[18],[19] results show that the interest rate positively impacts the stock price.

The above studies of inflation, exchange rate, and interest rate impact on the stock price have
different results. Therefore, we have used interest rate, exchange rate, inflation and number of
tourists, and tourism stock price in Indonesia because international tourists' arrival to Indonesia has
increased over the years. So, the problem formulation for this study is: do the interest rate exchange
rate, inflation, and the number of tourists impact tourism stock price, partially and simultaneously?
This study examines which factors have impacted the tourism stock price more. We have collected
the data from Indonesia Statistics Central Bureau, Bank Indonesia, and Indonesia Composite Stock
Price Index (IHSG). We have used descriptive statistics, augmented Dickey-Fuller (ADF) test, the
Granger causality test, the vector autoregressive model (VAR), and Impulse Response.

The original of the research is the first model in this study. The independent variables of interest
rate, exchange rate, and tourists' number impact the tourism stock price, but inflation has no impact
on the tourism stock price. Regulators can use the research results by maintaining the stability of
interest rates, exchange rates, and increasing tourists to Indonesia.

2. Theoretical Framework

ourism is an important economic sector in Indonesia. The stock price is the market value for a
compaTny. The stock price depends on news announcements, market supply and demand, individual
stock’s financial indicators, the particular stock's technical analysis, macroeconomics indicators, and
other factors. The financial indicators of the firm will serve as the fundamental analysis for the value
of an individual stock, and the investor will invest in the undervalue firm.

Given interest rate, exchange rate, and inflation, the tourism stock price and many researchers
have given different results in their studies. [17] reveals that gross domestic product, foreign direct
investment, inflation, and interest rate are co-integrated with market value; the inflation rate and
interest rate positively and significantly impact the stock market. [18] and [19] have also concluded
that interest rates positively impact stock prices. The increment in an interest rate at a certain level
will encourage more consumption and investments; therefore, in the end, it will increase the stock
price. Stocks with good fundamentals will value higher in periods of high inflation, and growth
stocks perform better during low inflation.

[14] study the impact of commodity prices, interest rates, and exchange rates on the stock market
performance. The result concludes that the palm oil price significantly impacts the stock market; the
exchange rate and interest rate negatively affect stock price indices. A simple explanation is an
increase in the interest rate will reduce consumption and investments. The decrease in consumption
and investment will decrease the stock price. On the contrary, if the interest rate decreases will
increase consumption and investments. Investors will establish a factory to produce and increase
market prices. [20] concluded that gross domestic product growth rate, foreign currency reserve
growth rate, and fiscal deficit positively influence the stock market. However, inflation, interest rate,
foreign direct investment to gross domestic product ratio, and exchange rate significantly negatively
impact the stock market. The Granger causality test result that inflation can predict stock market
returns. Exchange rates and stock prices have no long-run relationship but bidirectional and
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nonlinear Granger causality [21]. Inflation has a significantly negative effect on the stock price;
inflation will destroy the value of investment [16]. [22] examines inflation, industrial production,
exchange rate, number of tourist arrivals, and a stock price index of Croatian hospitality companies.
Higher inflation negatively impacts the stock price, and the exchange rate does not impact the
tourism stock price. The exchange rate positively affects the stock prices when
local currency depreciates and local firms become more competitive, leading to increased exports,
which will boost stock prices.

The tourism businesses depend on the tourist flow in Indonesia. One of the parameters to show
the success of the tourism firms is the stock price. The number of tourists arriving will increase the
tourism stock price because they will use the facility and infrastructures. [9] have studied the factors
that influence tourist arrival. The elements are gross domestic product per capita of the traveler's
home country, the political or security situation based on expert perception, the distance weighted
between the destination country's economic center and the travelers' home country, border,
language, visa, flight, inflation, and exchange rate. The result shows that gross domestic product
(GDP) and political or security stability positively impact the tourism inflow, meaning that the
higher growth in GDP and more stability of the political or security will increase the number of
tourists. However, visa and exchange rate negatively affect the tourist number, which means that the
more straightforward it is to get the visa and the decrease of exchange rate fluctuation, the tourist
inflow will increase.

[6] identify the dynamic of tourism demand to achieve sustainable tourism. Their model is very
effective in explaining tourist arrivals. Their findings are that the per capita income of both origin
country and destination country, exchange rate, and globalization positively affect the demand for
tourism. Inflation, violence, household debt level, and bilateral distance between the origin and
destination countries negatively affect the tourism inflow.

3. Method

Based on the introduction and literature review, the interest should negatively impact tourism
stock price, decrease the interest rate, the people will consume more, and investors will expand their
businesses. The lower interest rate will make the company operate better, and the product price will
be stable. If the interest rate increases, the product price will increase, people will buy less, the firms'
profit will decrease, and the stock price will fall. The increasing number of foreign tourists will
increase the sales of local companies' products so that local companies' finances will be better,
which will increase the company's share price. For the exchange rate, if the IDR depreciates against
the USD, then the foreign tourists will find that the products are getting cheaper, and they will
increase their consumption and, in the end, increase the sales of the company and increase the stock
price. The inflation rate is stable or lower, will increase the buying power of the people, in the end,
will increase the sales of the companies and increase their stock prices.

Therefore, we have formulated the hypotheses as to the following:
H1: The interest rate negatively impacts tourism stock price.

H2: The exchange rate positively impacts tourism stock price.

H3: Inflation negatively impacts tourism stock price.

H4: The number of tourists positively impacts tourism stock price.

3.1. Econometric modeling

We have used descriptive statistics to see if data has normally distributed and the augmented
Dickey-Fuller (ADF) test [23]. The equation of ADF is as the following.

AY, = a+ BT +p¥, + T ViAY,  +e, (1)

We can apply the Johansen cointegration and Granger causality test if the ADF is stationary at
the first difference.

We have used a vector autoregressive model [24],[25] for the study to organize the data into the
impulses mechanism. Other studies have used Johansen's cointegration test [26],[27] continuous
wavelet analysis [28], ARDL cointegration approach [29].
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[30] Causality is a tool for discovering if a one-time series is a substantial long-run relationship
between variables, such as equations (2) and (3):

Y, =B0+ XL, BeVoop + B X + U, Q)
X, = B0+ 3 frXep + T, 6V + 1, 3)

According to [31] and [32], model vector autoregressive is a system of a dynamic equation where
the estimations of a variable in a certain period depending on the movement of these variables and

the other variables involved in the system in the previous period. Var model is a combination of
several autoregressive models.

Ve=c+ A1 yeg T A2yt "'+"1p Ve—pt I‘J”r(4)

We have used the interest rate, exchange rates (USD-IDR), inflation, number of tourists arriving,
and tourism stock price of IHSG from Indonesia Statistics Central Bureau, Bank Indonesia, and
Indonesia Composite Stock Price Index (IHSG). We have used the consumer price index (CPI) to
represent the inflation of Indonesia. We collect the weekly data of tourism stock price and exchange
rates from Bank Indonesia, Indonesia Composite Stock Price Index (IHSG), monthly data of CPI,
interest rate, and tourists arriving from Indonesia Statistics Central Bureau Bank Indonesia.

4. Results and Discussion

4.1. Data Description

Table 1 shows the descriptive statistics data that the mean and standard deviation of IR is 0.048
and 0.007; the mean and standard deviation of ER is 14518.33 and 655.73; the mean and standard
deviation of inflation is 0.23 and 0.266; the mean and standard deviation of NT is 993931.8 and
456708.3; the mean and standard deviation of SP is 609.006 and 69.02.

Table 1. Descriptive Statistics
IR ER Inflation NT SP
Mean 0.048484 14518.33 0.230164 993931.8 609.0055
Median 0.047500 14413.00 0.200000 1147031 598.7576
Std. Dev 0.007060 655.7262 0.266424 456708.3 69.01675
Skewness 0.117450 1.398952 0.338279 -1.051212 0.670909
Kurtosis 2.128262 5.213481 3.262080 2.642425 2.703927
Jarque-Bera 2.071725 32.34973 1.337975 11.55962 4.799010
Probability 0.354920 0.000000 0.512227 0.003089 0.090763
& Source: authors' work
Table 2. Correlation Matrix
IR ER Inflation NT SP
IR 1 0.202255 0.044214 0.008887 -0.468793
ER 0.202255 1 0.237362 0.273444 0.056780
Inflation 0.044214 0.237362 1 0.176333 0.167862
NT 0.008887 0.273444 0.176333 1 0.447772
SP -0.468793 0.056780 0.167862 0.447772 1

b Source: authors' work

Table 2 shows the correlation between the variables in the study. The tourism stock price
negatively correlates with interest rates, i.e., -0.468793, and positively correlates with exchange
rates, inflation, and tourists' number. The stock market has high negative correlations with the
interest rate and a high positive correlation with tourists' arrival, 0.447772.
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Table 3. Lag
Lag LogL LR FPE AIC SC HQ
0 -1362.563 NA 4.75e+14 47.98465 48.16387 48.05430
1 -1079.383 506.7428 5.55e+10 38.92571 | 40.00100* | 39.34361*
2 -1044.862 | 55.71778* | 4.06e+10* 38.59165 40.56302 39.35779
3 -1022.458 32.22997 4.69e+10 38.68275 41.55019 39.79713
4 -993.4480 36.64460 4.52e+10 | 38.54203* 42.30555 40.00466

¢ Source: authors' work
After running the correlation matrix, table 3 shows that the AIC criteria for number 4 lag were
good to use in this research.

Table 4. Unit Root Test
Variables Intercept Intercept, Linear Trend None

t-Statistic | Probability | t-Statistic | Probability | t-Statistic | Probability
IR -2.270047 0.1850 | -2.224678 0.4671 | 0.714877 0.8668
D(IR) -4.750839 0.0002 | -4.784994 0.0014 | -4.641428 0.0000
ER -3.230312 0.0233 | -3.713894 0.0293 | 0.179027 0.7347
D(ER) - - - - | -7.599167 0.0000
Inflation -6.457217 0.0000 | -7.489520 0.0000 | -1.465064 0.1322
D(Inflation) - - - - | -8.443793 0.0000
NT -0.756791 0.8236 | -1.603387 0.7799 | -0.883457 0.3292
D(NT) -5.817102 0.0000 | -5.982972 0.0000 | -5.812517 0.0000
SP -1.776714 0.3884 | -1.869805 0.6575 | -2.071561 0.0377
D(sp) -6.728197 0.0000 | -6.789322 0.0000 - -

d Source: authors' work
Table 4 describes the ADF (Augmented Dickey-Fuller) test at the level and in the first difference.
The Augmented Dickey-Fuller test is to ascertain if the data in the study are stationary or not. We
can conclude from the table that the exchange rates, inflation, and stock price variable was stationary
at the level, but the interest rate and tourists' arrival variables were stationary at the first difference.

Table 5. Stability
Root Modulus
0.953945 - 0.132460i 0.963097
0.953945 + 0.132460i 0.963097
0.439117 - 0.755498i 0.873843
0.439117 + 0.755498i 0.873843
0.819069 - 0.238785i 0.853166
0.819069 + 0.238785i 0.853166
0.840482 0.840482
-0.029102 - 0.784400i 0.784940
-0.029102 + 0.784400i 0.784940
-0.555175 - 0.536721i 0.772198
-0.555175 + 0.536721i 0.772198
0.731562 0.731562
0.667852 - 0.269831i 0.720303
0.667852 + 0.269831i 0.720303
0.089950 - 0.667845i 0.673875
0.089950 + 0.667845i 0.673875
-0.570525 - 0.062717i 0.573962
-0.570525 + 0.062717i 0.573962
-0.437014 + 0.246178i 0.501582
-0.437014 - 0.246178i 0.501582

& Source: authors' work
We have tested the stability, and Table 5 can conclude that the data was stable because the
modulus is less than 1.
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Table 6. Granger Causality Test
Null Hypothesis Obs | F-Statistics | Prob. Conclusion
ER does not Granger Cause INFLATION 57 0.57188 0.6843 | The relationship does not exist
INFLATION does not Granger Cause ER 57 0.53657 0.7095
IR does not Granger Cause INFLATION 57 1.82113 0.1402 | The relationship does not exist
INFLATION does not Granger Cause IR 57 1.83310 0.1379
NT does not Granger Cause INFLATION 57 0.65918 0.6234 | The relationship does not exist
INFLATION does not Granger Cause NT 57 0.78342 0.5416
SP does not Granger Cause INFLATION 57 1.64069 0.1794 | The relationship does not exist
INFLATION does not Granger Cause SP 57 0.24481 0.9114
IR does not Granger Cause ER 57 1.33479 0.2707 | The relationship does not exist
ER does not Granger Cause IR 57 1.09452 0.3700
NT does not Granger Cause ER 57 0.55940 0.6932 | The relationship does not exist
ER does not Granger Cause NT 57 0.49406 0.7401
SP does not Granger Cause ER 57 1.89618 0.1264 | The relationship does not exist
ER does not Granger Cause SP 57 1.67945 0.1702
NT does not Granger Cause IR 57 0.67297 0.6140 | The relationship does not exist
IR does not Granger Cause NT 57 0.20396 0.9350
SP does not Granger Cause IR 57 0.63606 0.6393 | The relationship does not exist
IR does not Granger Cause SP 57 0.87468 0.4861
SP does not Granger Cause NT 57 1.72338 0.1603 | The relationship does not exist
NT does not Granger Cause SP 57 1.54268 0.2049

T Source: authors' work
From table 6, we can conclude that all of the variables in our observations do not have a
relationship. Interest rates are not related to exchange rates, inflation, number of tourists, and
tourism stock prices. Likewise, there is no linkage between one variable and another with other
variables examined in the study.

Response to Cholesky One 5.D. (df. adjusted) Innovations + 2 5.

4.2. Discussions

After we run the impulse response, we can see that inflation's response was not noticeable in 10
periods because of the symmetric impact on inflation; in other words, inflation has no impact on
tourism stock price—the impulse response of exchange rates in periods 1 and 2. The response
declined from the 2nd period until the 3rd period, when it hits its steady-state value. Beyond the 4th
period, the exchange rates rise above their steady-state and remain in the positive region. It means
that stock prices will have a positive impact on exchange rates. The response of interest rates
declines until the 4th period when it hits its steady-state value-form where it remains in the negative
region from the 5th period until the 10th period falls very drastically than its steady-state value and
remains in the negative areas. It means that interest rates will negatively or asymmetric impact
tourism stock price. The response of the total number of tourism rises until the 3rd period when it
hits its steady-state value-form where it remains in the positive region from the 4th period until the

Thomas Sumarsan Goh et.al (Factors affect tourism stock price in Indonesia)



ISSN 2684-9267 International Journal of Communication and Society 169
Vol. 4, No. 1, June 2022, pp. 163-171

10™ period rises sharply, its steady-state value, and remains in the positive areas. It means that the
total number of tourists will positively impact tourism stock price.

So, based on the impulse responses charts, the first hypothesis is accepted; we see that the
interest rate negatively impacts stock prices in the tourism sector. The decrease in interest rate will
drive the investment in developing a business and opening branches or opening new companies.
Then, with a low-interest rate, the public will increase consumption so that the company will sell its
products well, the company will get good profits, and its stock price engagement in the tourism
sector will increase. The result supports [14]. But it contradicts those of [12], [18], [19] results show
that the interest rate positively impacts the stock price.

The second hypothesis is accepted; the exchange rate impacts tourism stock price positively. The
result supports the conclusion of [6]. A decrease in the IDR exchange rate against the USD will
lower the price of the products so that foreign tourists will feel that Indonesian goods are getting
cheaper. Thus, they will spend more, so, in the end, companies in Indonesia engaged in tourism will
increase their share prices. The results of this study contradict those of [9] and [14]. Their results are
the exchange rate has negatively affected the stock price [12] shows that the exchange rate has no
significant impact on the stock price.

The third hypothesis is rejected; inflation has no impact on tourism stock price. The results from
[6], [15], [16], [22] studies show that inflation has a significantly negative effect on the stock price,
while [17] indicates that the inflation rate positively and significantly impacts the stock market. The
fourth hypothesis is accepted; the number of tourists positively impacts tourism stock price. An
increasing number of tourists coming to Indonesia will shop for Indonesian products, namely
transportation, housing, food, and souvenirs. Companies engaged in tourism will increase the value
of their companies by increasing share prices.

The contribution of this paper is policymakers to keep interest rates low to create a favorable
climate for doing business. Policymakers must maintain a more stable IDR-USD exchange rate to
stabilize the prices of products and services. With the depreciation of the IDR currency against the
USD, foreign tourists will feel that a decrease in the price of Indonesian domestic products will
eventually increase consumption. Thus, the tourism company's share price will increase. However,
policymakers should strive for stable IDR and USD exchange rates; so business people do not
hesitate in carrying out their business activities. Although the inflation rate does not affect the
tourism stock price in this study, the regulators must maintain inflation stability and even try to
reduce the inflation rate so that the standard of living of the Indonesian people becomes better.
Indonesia should strive to increase the number of international tourists on vacation in the country;
this will develop local businesses in Indonesia, increase the company's share price, and bring in the
state's foreign exchange.

The government can stimulate investors to invest in facilities and infrastructure with low-interest
rates, stable foreign exchange rates, and low inflation rates to increase the number of tourists. The
tourists will increase sales to all companies in Indonesia, especially companies engaged in the tourist
business sector. Increased sales will increase business opportunities so that investors will open new
businesses and absorb workers. Absorption of workers will increase consumption, increase the
company's sales growth, increase company profits, ultimately improve people's welfare.

5. Conclusion

Our research focuses on the impact of the interest rate, exchange rate, inflation, and the number
of tourists on tourism stock prices in Indonesia. We show the descriptive statistics, correlation
matrix, ADF test, Granger causality test, and the impulse responses. The ADF test shows that the
exchange rates, inflation, and stock price variable was stationary at the level, but the interest rate and
tourists' arrival variables were stationary at the first difference. All the variables in our observations
have no Granger causality test. Interest rates are not related to exchange rates, inflation, number of
tourists, and tourism stock prices. Thus there is no relationship between one variable and another
with other variables examined in this study.

Our findings are that interest rate negatively impacts stock price in the tourism sector, exchange
rate and the number of tourists positively impact tourism stock price, and inflation does not impact
tourism stock price. This paper has used the variables of interest rates, foreign exchange rates,
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inflation, the number of tourists, and the share price of tourism companies. Further researchers can
use the variables of economic growth, consumption of tourists, duration of tourist visits, political
stability, security, gold prices, and commodity prices
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