UNIVERSITAS
GADJAH MADA

The Influence of Foreign Currency Volatility on Stock Returns and Cash Flows (An Empirical Study in
Indonesia Listed Companies)
NYOMAN ARDIANTHA PUTERA R.M., Zuni Barokah, S.E., M.Comm., Ph.D., CA.

Universitas Gadjah Mada, 2018 | Diunduh dari http://etd.repository.ugm.ac.id/

TABLE OF CONTENTS

TITLE PAGE. ...t e .
STATEMENT OF APPROVAL. ..ot i
RATIFICATION. ..ot e il
STATEMENT OF WORK ORIGINALITY ...viiiiiiieeei e v
ACKNOWLEDGEMENT ...t \%
DEDICATION. .ottt e e e vi
TABLE OF CONTENTS . ..o e vii
LIST OF TABLES ...ttt e e et e e ee e e X
INTISARL .o e e xi
ABSTRACT ...t xii
CHAPTER L. INTRODUCTION ...cuciricrersuecsnissecsancsesssessasssesssssssssssssssssssssssssssae 1
1.1 Background of the Problem..........cccccoceiiiiiiiiiiiniie e, 1
1.2 Problem Statement.........c.coiuieiiiiiiiiiiiiiecee e 4
1.3 Research Motivation..........cocueveeierienienienceieseee et 5
1.4 Research ODJECHIVES ......ocvcuiieeiiieriiecieceiee et 6
1.5 Research ContribUtion ..........cocueeiuieiiiiiiienierie et 6
1.6 WIItING SIUCTUIE ....eeviieiiieiieciie ettt ettt ettt e ve e seaeenseens 7
CHAPTER II. THEORITICAL FRAMEWORK AND HYPOTHESIS DEVELOPMENT
.................................................................................................................................. 9
2.1 Efficient Market Hypothesis..........ccccveviiiiiiiieniieiieiecieceeeeeee 9
2.2 Foreign Currency Volatility.......ccccceeveiiieiieiiiieeieeeee e 11
2.3 Hypothesis Development............ccceecuieriieriieiiienieeieeieeie e 13
2.3.1 Foreign Currency Volatility & Stock Return ........c.cccoceeveviinenienene. 13
2.3.2 Foreign Currency Volatility & Cash FIOWS.........ccccoecvvevviieniiiiciiens 15
CHAPTER III. RESEARCH METHODS.......ccoceeviniirunrsensuessensaecsssssecssncsesaees 17
3.1 Type Of Data...c.eeceiieiieeiieieeee et 17
3.2 Method of Collecting Data ..........ccceeeeiieeiiieiiecciee e 17
3.3 Data and SamPIe.......cccvieviiiiiiiieiiiecie e e e 19
3.4 Operationalization of Research Variables...........ccceceevviiinieniieneenen. 19

3.4.1 Dependent Variable ..........cccooecviiiiiieiiiiecie e 20



The Influence of Foreign Currency Volatility on Stock Returns and Cash Flows (An Empirical Study in
Indonesia Listed Companies)
NYOMAN ARDIANTHA PUTERA R.M., Zuni Barokah, S.E., M.Comm., Ph.D., CA.

Universitas Gadjah Mada, 2018 | Diunduh dari http://etd.repository.ugm.ac.id/

S,
3.4.2 Independent Variable...........coocueiiiiiiiiiienieiieeee e 21

3.4.3 Control Variable .........coccoiiiiiiiiiiiieee e 24

3.5 Methods of ANalySiS....c.ceeciiiiiiiieiiie et 27

3.6 Model SeleCtion.........cccueruieiiirieriinienieieteeeee e 29

3.7 Data Preparation .........ccccccceeeeiieeeieeeiieeeieeeseee e evee s e e 29

3.7 T NOTMAILY oottt e e s e e s e e e saeesnaeeens 30
3.7.2 AUtOCOTTEIAtION ......eiiiieiieciie ettt et 30

3.7.3 HeterosCeedastiCity ....ccuuieruieeeieeeeiiee et ettt e e 31

3.7.4 MUltiCOIlIN@ATILY ......eeeviieeiieeciie et e e 31
CHAPTER IV. FINDINGS AND DISCUSSION.....cciietiiiiiiiniinienicnnnnna 32
A1 DaALA..ceiii e e 32

4.2 DeSCriptive StatiSTICS ...ccvieruieriieeiieeriieeieeitesiee et eseee e eteeseeeeeeeaee e 33

4.3  Classical AssSumption TeSt.........cccceerireiiienieiiieiieeie et 37

4.3 1 NOTMAILY .eeitieeiiie ettt et e e e e et e e eenaeeeens 37

4.3.2 AULOCOTTEIAION .....uiieiieiieeiie ettt ettt ettt et eeeae b es 37

4.3.3 HeteroSCeAaStICILY ... ccvuieriieiieiieeieeiee ettt ettt 38

4.3.4 MUItICOIINE@ATIEY ..c.vveeeiiieeeiee ettt e e e e 39

4.4 Hypothesis Testing and Discussion of The Result.............cccccveeeenennnn. 40

4.4.1 Testing Hypothesis ©......ccccieriiiiiieiiieiieiiecieeeeee e 40
4.4.2 Testing HYPOtheSiS 2 ......coouiiiiiieeiiieeie e 45
CHAPTER V. CONCLUSION, LIMITATION AND SUGGESTIONS......... 53
5.1 CONCIUSIONS ...veniiiieniiiiieieeieet ettt sttt 53

5.2 LAMITATIONS . .teiitteiieiiieeieeeite ettt ettt ettt sttt st beesaeeeaeeas 57

TR BN 1 o] o ) 4 1SR 58
BIBLIOGRAPHY ...ttt 60

APPENDIX ..ot 63



The Influence of Foreign Currency Volatility on Stock Returns and Cash Flows (An Empirical Study in
Indonesia Listed Companies)
NYOMAN ARDIANTHA PUTERA R.M., Zuni Barokah, S.E., M.Comm., Ph.D., CA.

Universitas Gadjah Mada, 2018 | Diunduh dari http://etd.repository.ugm.ac.id/

B,
LIST OF TABLES

4.1 Descriptive Statistics (Stock Return Model)..................coooiiiiinn. 35
4.2 Descriptive Statistics (CFQ Model) .........ccoviiiiiiiiiiiiiiiiie, 36
4.3 Descriptive Statistics (CFA Model) .........oooiiiiiiiiiiiiiiiiie, 37
4.4  Statistical Model 1.... ..o 40
4.5 Statistical Model 2.........oiiiiii 40
4.6 Statistical Model 3.... ..o 40
4.7  Chow Test Result for Model 1...........coooiiiiiiiiiiiiii 42
4.8  Haussman Test Result for Model 1..............cooiiiiiiiiiiiii s 42
4.9  Lagrange-Multiplier Test Result for Model 1...................ciinl. 43
4.10  The Result of Model 1 for Hypothesis 1...............ccooiiiiiiiiiiin... 44
4.11  Chow Test Result for Model 2.........c.cooooiiiiiiiiiii 47
4.12  Haussman Test Result for Model 2..............cooiiiiiiiiiiiiii, 47
4.13  The Result of Model 2 for Hypothesis 2..............ocoviiiiiiiiian.. 48
4.14  Chow Test Result for Model 3..........c.ooiiiiiiii 50
4.15 Haussman Test Result for Model 3............cooiiiiiiiiiiii 50
4.16  Lagrange-Multiplier Test Result for Model 3................c.ooiiiiiis 51
4.17 The Result of Model 3 for Hypothesis 2..............cooeiiiiiiiiiiinin... 52

5.1 Summary of Hypothesis Results...............oooooiiiiiiiiiii 55



