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ABSTRACT

This study aimed to identify the effect of BI policy rate in January 2010- March 2016 on stock returns of the property and real estate sector and also identify whether a government bond yields also affect stock returns. This research using purposive sampling technique which obtained a sample of 15 companies. Statistical analysis using SPSS 23. The analysis technique used in this research is the quantitative analysis, to estimate quantitatively the influence of several independent variables are jointly or individually on the dependent variable. The functional relationship between the dependent variable and independent variables can be done by multiple regression. The results showed that the first, there is no significant negative influence between the BI Rate variable to stock return the property sector. The results of this study are consistent with the results conducted by Prastowo (2007), Thobarry (2009) and Tandelilin (1997). The second, bond yields has  a negative influence on stock return of the property sector but unfortunately statistically not significance..
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INTRODUCTION
Capital Market is a meeting place between parties who have excess funds with parties who need funds by trading securities (Tandelilin, 2010). Which is in Indonesia called Indonesia Stock Exchange (IDX), where the common stock is traded. Companies whose shares are listed on the IDX are grouped according to their respective sectors, one of which is the infrastructure sector in which there is the property sub-sector. Stock prices in the capital market will depends on internal and external factors that influence investor’s decision to buy shares, such as inflation rate, rupiah exchange rate, and interest rate.
Interest rates, in this case the BI rate, represent the one-year interest rate set by Bank of Indonesia (BI) as a benchmark for lending rates as well as savings for banks and/or financial institutions throughout Indonesia. In general, Bank Indonesia will change the BI rate as a respond to inflationary changes. If inflation is high or rupiah exchange rate declines, usually Bank of Indonesia will raise the BI rate. The increase in BI rate should be done by BI, in order to keep the public willing to save in the bank. In addition, BI will also raise the BI rate if there is a slump of the rupiah against strong foreign currencies such as the US dollar. If the BI rate is not raised, then the people will withdraw their savings to be exchanged for US dollars. Changes in bank interest rates will also affect other capital market instruments, like stocks and bonds.
Bonds are securities containing promises to make a fixed payment according to a predetermined schedule (Tandelilin, 2010). The bonds themselves are certificates or securities containing contracts between the investor as the funder and the issuer as the borrower of the funds. The bond issuer has an obligation to the holder to pay interest on a regular basis as scheduled and pay off the loan principal at maturity. Yield to Maturity (YTM) is the proceeds of the bonds profit which have taken into account the profit from the coupon, plus the gain / loss from the price difference, assuming the bonds are held to maturity. Bonds as one of the investment instruments is the substitute product of stocks, with yield as the main consideration. Government issued bonds have yields that go along with the BI Rate, so that possible changes in the BI Rate as well as bond yields may affect the stock price.
Government bonds are one of the attractive investment alternatives for investors because they are considered safe. Government bonds will not face bankruptcy problems and will surely yield results in the long run, this certainty is also supported because more than 90% of government bonds are the kind that distribute fixed coupons. Thus, the property stock price will also be affected by the interest rate if the change in interest rate influences the investor to switch from stock investment to bond investment.
Bank of Indonesia’s policy to lower the BI rate in January 2016 from 7.5% to 7.25%, then 7% and 6.75% in February and March 2016 respectively will certainly affect investor sentiment to buy stocks of property sector company. Generally, the decline in interest rates will increase the Composite Stock Price Index in Indonesia Stock Exchange, although there are some possibilities of anomaly. Property sector company’s stock prices are highly dependent on the performance of the property industry that relies on the bank loans in the form of mortgages, so the property industry is very sensitive to changes in interest rates. If the BI rate and mortgage rates fall, many people will apply for credit to the bank to buy property products such as houses and apartments and of course the stock price increases due to the number of home purchases and corporate’s good sales performance.
However, in recent years the property industry in Indonesia has been stagnant due to Bank Indonesia's Loan to Value (LTV) policy which began in 2012. The LTV value is still considered low by the public, resulting in the increase in the sale of property products hampered in recent years, which also affecting the stock price of the property sector.
The negative impact of the BI rate decline on the increasing in property stock prices through the LTV factor should be reviewed, due to the low value of LTV that still hampers the public's desire to buy property products. The lateness of people's desire to buy property products will disturb the profitability of property companies, so that the property subsector is considered less attractive to investors. From the stock price movements in the property sub-sector actually declined after the announcement of the BI rate policy in January and February 2016. In addition, the general decline in interest rates will raise the price of bonds that are certainly less favored by investors so that the impact of price changes and bond yields on prices Property subsector shares cannot be ascertained.

LITERATURE REVIEW AND RESEARCH FRAMEWORK 

This framework is prepared and created from the formulation of problems aimed at determining the effect of BI Rate fluctuations as well as bond yields on stock price changes in the property sector. Bond yields fluctuations were obtained from INDOBex and Indonesia Bond Pricing Agency, while stock price changes were obtained from sectoral index data of property sub-sector of Indonesia Stock Exchange.
The interest rate is one of the attractions for investors to invest in the form of deposits or SBI so that investment in the form of shares will be unrivaled. According to Cahyono (in Raharjo, 2007) there are two explanations for the increase in interest rates can push stock prices down. First, an increase in interest rates changes the investment return map. Second, an increase in interest rates will cut corporate earnings. This happens in two ways. The increase in interest rates will increase the interest expense of the issuer, so that the profit can be cut. In addition, when interest rates are high, production costs will increase and product prices will be more expensive so that consumers may postpone their purchases and keep their funds in the bank. As a result, the company's sales decreased and this will cause a decline in profits that will suppress the stock price.
Theoretical contradictions also occurred in previous studies, including research conducted by Mok (in Thobarry, 2009). The results showed that partially interest rates do not have a significant effect on the stock price index property. While Gujarati (2006), Samsul (2006), and Tandelilin (2010) said that there is a significant influence between interest rates and stock prices.
The yield to maturity (YTM) of a bond is the rate of return an investor obtains when holding a bond until maturity (Francis and Richard, 1992). YTM evaluates both interest income, capital gains and cashflows received throughout the life of the bond market until maturity date (Ang, 1997). Specifically, the higher the yield rate to maturity, the lower the rate of price change. For the same large change in yields, at low yield levels leads to larger price changes compared to high yield rates. In other words for a certain change of results, price level changes will be greater at low yields than at high yields (Kusuma and Asrori, 2005). It can be concluded that bond prices and yields move in the opposite direction, resulting in the movement of yields is in the same direction of interest rate movements.
If the yield to maturity is higher than the current yield that is considered appropriate then the bond is said to be underpriced (undervalued) and is a candidate for purchase. Conversely, if yield to maturity is lower than the currently estimated yield, the bond is said to be overpriced (overvalued) and is a candidate for sale (Sharpe, et al, 2005).
According to Van Horne and Wachowicz (1997) that if interest rates increase so the expected rate of return of the market also increases, then bond prices will decline. If the interest rate decreases, bond prices increase. So the interest rate and bond prices move in the opposite direction. From the above statement, it is clear that the diversity of interest rates can lead to the diversity of bond prices. This variation in the price of securities caused by changes in the interest rate is called the interest rate risk.
The value of a bond moves in the opposite direction with an interest rate change. If interest rates generally tend to fall, then the value or price of bonds will increase, as investors tend to invest in bonds. Meanwhile, if interest rates tend to increase in general, then the value or price of bonds will fall, because investors tend to invest money in the Bank (Bapepam, 2003).
If the market believes that interest rates will rise, the bonds will be traded at higher yields so that bond prices will fall. Changes in interest rates may occur several months later and may be subject to market expectations. Therefore, if bond yield is expected to rise, bond prices will fall, and vice versa. Thus, bond yields move in the direction of the interest rate. The movement of bond yields in the direction of fluctuations in interest rates also allows the influence of stock price changes in the property sector.

Figure 2.1 Research Framework
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HYPOTHESIS

Based on the framework that has been presented, there is a negative influence of fluctuations in bond yields and interest rates on changes in stock returns of the property sector.
Ha1: There is a negative effect of interest rate on stock return of property sector.
Ha2: There is a negative effect of bond yield on stock return of property sector.
Ha3: There is a negative effect on bond yield and interest rate on stock return of property sector

RESEARCH METHODS
The research uses quantitative method with associative explanation level. Analytical techniques used are multiple linear regression and Hypothesis Testing using t Test and F Test. Definition of each variable used for this research are:

1. Return of stock price is a certain amount of profit earned from a stock. A stock return can also be negative. If positive means gain or capital gain. And if negative means loss or get capital loss. In this study used is the monthly return of sample stock price property sub-sector.


 	= Monthly return of the stock price in the property subsector
 	= Stock price from the property sub-sector in month t
 	= Stock price from the property sub-sector in month t-1
Return of each listed issuer in the average as the form of index.


2. Yield to maturity (YTM) of the bond is the rate of return an investor obtains when holding a bond until maturity (Francis and Richard, 1992). YTM evaluates both interest income, capital gains and cashflows received throughout the life of the bond market until maturity date (Ang, 1997). YTM bonds that will be used as a calculation is YTM average government bond in Indonesia obtained from historical data www.investing.com.
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INT = coupon / interest rate
M = maturity value / par value
PV = bond price now
n = the duration of the bonds until maturity

3. The interest rate, in this case the BI rate, represents the one-year interest rate set by BI as a benchmark for lending rates as well as savings for banks and / or financial institutions throughout Indonesia. BI rate data obtained from www.bi.go.id.
The data used in this research is secondary data taken from the price of shares of go public in property sub-sector listed in Indonesia Stock Exchange in period January 2010-March 2016 obtained from www.yahoo.finance.com. Stock price data is taken from www.yahoo.finance.com. As well as the BI rate data is taken from www.bi.go.id and historical government bond yield data obtained from IBPA.

The population used is all property and real estate companies listed on the Indonesian stock exchanges in January 2010 until March 2016, which is 47 companies. This research uses purposive sampling method as sampling technique used. Purposive Sampling is a technique of determining the sample with certain considerations (Sugiyono, 2015). The purposive sampling criteria used are as follows:
a. Listed on the Indonesia Stock Exchange from January 2010 to March 2016.
b. Companies belonging to the property sub-sector.
c. 15 Property companies with the largest capitalization from 2010 to 2016.

The method of analysis used is multiple linear regression model with the following model:

Y = a + b1X1+ b2X2 +e

Y = Stock price index of property sector
a = random variable
b1, b2 = coefficients of regression
X1 = YTM government bond
X2 = BI Rate

The regression coefficient will be calculated by regressing the data of stock return estimation from January to March 2016 on each issuer with YTM data, as well as regulating the data of stock return estimation from January to March 2016 at each issuer with interest rate. 
The test of regression coefficient using t test to know the significance of the role of independent variables partially with other independent variables is considered constant. Testing of regression coefficients simultaneously using the F test, this test is done to see the effect of independent variables on the dependent variable together. If the value of significance is less than 5% then Ho is accepted and Ha2 is rejected, indicating that there is no negative effect of fluctuations in bond yields and interest rates on changes in stock prices of the property sector. However, if the significance value obtained is greater than 5% then Ha is accepted and H0 is rejected, indicating that there is a negative influence of fluctuations in bond yields and interest rates on changes in stock prices of the property sector.


RESULTS

This study using samples from companies in the property sector. But from 47 companies only 15 (fifteen) companies that meet the criteria according to the purposive sampling method. For more details, the name of the issuer can be explained in Table 4.1 below:

Table 4.1
Issuers of Property Sector in IDX
Period of January 2010 – March 2016
	Company Name
	Code
	Core Business

	1. PT Bumi Serpong Damai Tbk
	BSDE
	Property And Real Estate

	2. PT Ciputra Development Tbk
	CTRA
	Property And Real Estate

	3. PT Lippo Karawaci Tbk
	LPKR
	Property And Real Estate

	4. PT Pakuwon Jati Tbk
	PWON
	Property And Real Estate

	5. PT Summarecon Agung Tbk
	SMRA
	Property And Real Estate

	6. PT Kawasan Industri Jababeka Tbk
	KIJA
	Property And Real Estate

	7. PT Lippo Cikarang Tbk
	LPCK
	Property And Real Estate

	8. PT Plaza Indonesia Realty Tbk
	PLIN
	Property And Real Estate

	9. PT Modernland Realty Tbk
	MDLN
	Property And Real Estate

	10. PT Alam Sutera Realty Tbk
	ASRI
	Property And Real Estate

	11. PT Ciputra Surya Tbk
	CTRS
	Property And Real Estate

	12. PT Intiland Development Tbk
	DILD
	Property And Real Estate

	13. PT Pikko Land Development Tbk
	RODA
	Property And Real Estate

	14. PT Jaya Real Property Tbk
	JRPT
	Property And Real Estate

	15. PT Duta Pertiwi Tbk
	DUTI
	Property And Real Estate


Source: Yahoo Finance

After going through the process by using the SPSS program, statistical descriptive variable sample company which became the object of this study can be seen in Table 4.2 below:


	Table 4.2 
Descriptive Statistics Results

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	BI RATE
	75
	.0047260000
	.0063700000
	.005534053333
	.0005694978322

	GOV BOND
	75
	.0034950000
	.0070880000
	.005640173333
	.0009670061680

	INDEX2
	75
	-.1626700000
	.2007500000
	.029985466667
	.0846794998372

	Valid N (listwise)
	75
	
	
	
	


Source: secondary data from 2010-2016 processed by SPSS 23.0;

In Table 4.2 above shows that the amount of data used in this study as many as 75 data samples. The average of monthly stock return variable value (INDEX2) is 0.02999 with 0.0846 of standard deviation. The highest monthly stock return value is 0.20 while the lowest monthly stock return value is -0.16.
The minimum value of interest rate is 0.0047 and the highest value is 0.00637. In addition, the interest rate shows the average value (mean) of 0.055 with a standard deviation of 0.000569. While the lowest yield value of Indonesian government bond is 0.00349 and the highest is 0.007088. In addition the Yield of Indonesian government bond shows the average value (mean) of 0.005640 with a standard deviation of 0.0009675.

Normality Test

Normality test aims to test whether in the regression model, residual variables have a normal distribution. To test whether the distribution of data is normal or not, there are two ways to detect it, namely by graph analysis and statistical tests. Graph analysis is the easiest way to see residual normality by looking at a histogram graph comparing observational data with a distribution closer to a normal distribution. Testing the normality of data by analysis also can be done by using Kolmogorov -Smirnov test. 

	Table 4.3 
Normality Test

	
	BI RATE
	GOV BOND
	INDEX2

	N
	75
	75
	75

	Normal Parametersa,b
	Mean
	.005534053333
	.005640173333
	.029985466667

	
	Std. Deviation
	.0005694978322
	.0009670061680
	.0846794998372

	Most Extreme Differences
	Absolute
	.212
	.148
	.054

	
	Positive
	.135
	.120
	.042

	
	Negative
	-.212
	-.148
	-.054

	Test Statistic
	.212
	.148
	.054

	Asymp. Sig. (2-tailed)
	.000c
	.000c
	.200c,d


Source: secondary data from 2010-2016 processed by SPSS 23.0;

Based on the results in Table 4.3 above, it shows that the average return data of property sector shares are normally distributed. This is indicated by the value Kolmogorov-Smirnov has a significant value of 0.2 Where the results indicate the level of significance above α = 5% or 0.05, this means that the data in the variable is normally distributed. While the variable Yield Indonesian government bond and the BI Rate is not normally distributed because it has a significance level below α = 5% or 0.05.

Multicoleniarity Test

Multicoleniarity test aims to test whether the regression model found a correlation between independent variables. If independent variables are correlated, these variables are not orthogonal. Orthogonal variable is independent variable which correlation value between independent variablesequal to zero (Ghozali, 2006). To find out whether there is multicoleniarity can be seen from the VIF values contained in each variable as shown in Table 4.4 below:

Tabel 4.4
Multicolinearity Test Result
	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	GOV BOND
	.301
	3.318

	
	BI RATE
	.301
	3.318


Source : secondary data from 2010-2016 processed by SPSS 23.0;

A regression model is said to be free of multicoleniarity if it has a tolerance value below 1 and a VIF value below 10. Based on Table 4.4 it is found that all independent variables have tolerance values below 1 and VIF values are well below number 10. So it can be concluded that there are no symptoms of multicoleniarity in the regression model.

Autocorrelation Test

The autocorrelation test aims to test whether in the linear regression model there is a correlation between the confounding error in period t-1 (previous). According to Ghozali (2006), a good regression model is a regression independent of autocorrelation. To determine whether there is an autocorrelation we should look at the D-W (Durbin-Watson) test with the following conditions

	Table 4.5
Durbin Watson Test

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate
	Durbin-Watson

	1
	.193a
	.037
	.011
	.0842276423215
	1.844

	a. Predictors: (Constant), GOV BOND, BI RATE

	b. Dependent Variable: INDEX2


Source : secondary data from 2010-2016 processed by SPSS 23.0;

Based on the result of regression analysis, Table 4.5 obtained DW value equal to 1.844. While the DW table for "k" = 2 and n = 75, the magnitude of DW-table: dl (outer boundary) = 1.570; Du (internal limit) = 1,680; 4 - du = 2.32. Thus it can be concluded that DW-test lies in the autocorrelation free area.

Heterocedasticity Test

The heteroscedasticity test aims to test whether in the regression model there is a variant inequality of one residual observation to the other. If the residual variant of one observation to another observation remain the same, then it is called homocedasticity and if different it will be called heteroscedasticity. A good regression model is a model that does not occur heteroscedasticity (Ghozali, 2006). The results of heteroscedasticity testing were obtained as follows:
Figure 4.1
Grafik Scatter Plot
[image: ]
Source : secondary data from 2010-2016 processed by SPSS 23.0;


By looking at the scatterplot graph above, spots appear to be randomly distributed, as well as scattered either above or below the number 0 on the Y axis. Thus it can be concluded that the regression equation used does not occur heteroscedasticity.

Multiple Regression Analysis Results
Based on the SPSS output, the effect of the two independent variables, namely interest rate and bond yield, on stock return are shown in Table 4.6 as follows:

Table 4.6
Summary of Statistical Test
	Variables
	Coefficients
	t
	Sig.

	(Constant)
	0,157
	1,511
	0,135

	Gov. Bond
	-10,313
	-0,559
	0,578

	BI Rate
	-12,457
	-0,398
	0,692

	F Value = 1,398
	        0,254

	R square = 0,037


                            Source : secondary data from 2010-2016 processed by SPSS 23.0;


By looking at the table above, we can compile multiple linear regression equations as follows:

Return Index = 0,157 – 12,457 BI Rate -10,313 Yield + e

The results of statistical test of each independent variable to the dependent variable shows that Yield Indonesian government Bond has no significant effect on stock return, it can be explained that yield Indonesian government bond has a significance value greater than α = 5% or 0.05, respectively of 0.578. While the variable BI Rate also has no significant effect on stock return, which has a significance value of 0.692 (above 0.05).
From the results of regression analysis can be also known that independent variables simultaneously have an insignificant influence on the dependent variable. This can be proven from the F value of 1.398 with a significance value of 0.254 (above 0.05). Because significant at the level of significance above 10%, the regression model can not be used to predict stock returns or it can be said that the interest rate and Yield Indonesian government bond together does not affect the stock return of the property sector.
From the statistical results, the influence of independent variables to the dependent variable which can be explained by this equation model is 0.037 or 3.7% and the rest of 92.3% influenced by other factors not included in the regression model.

DISCUSSION

The Relationship between BI Rate and Stock Returns
The absence of the effect of the BI Rate on the Property index indicates that the increase in interest rates imposed by Bank Indonesia has less impact on shareholders who fall into the Property group. The increasing interest rate is less influential on the high investor interest to invest in the Property group. This is different from the influence of interest rate on the developers or developers in the field of property that is heavily influenced by interest rates. Low interest rates can attract buyers to build up housing loans and ultimately determine the level of demand for real estate and property. Comparing the results of previous research, this study was supported by Mok (1993) which using Arima analysis model found no significant relationship between these two variables. In addition, Prastowo (2007) research using Granger Causality also shows that there is no significant influence of BI Rate on stock return.
In connection with previous research, which states that interest rates affect stock returns, if interest rates rise then investors will sell their shares at high prices and will invest their capital in the form of deposits (Dornbusch & Fischer, 1992). Theoretically, changes in interest rates will be inversely related to the performance of stock returns on the market (Tandelilin, 2001 in Nuka Lantara 2004). This means that if interest rates decrease then the return of stocks in the market will tend to increase, and vice versa if interest rates increased will be followed by a negative reaction to market performance. The test results in this study do not indicate any support for the theory.

The Relationship between Yield of Indonesian Government Bond and Stock Returns 
The value of a bond moves in the opposite direction to changes in interest rates in general. If the interest rate is generally tends to go down, then the value or price of the bond will increase, as investors tend to invest in bonds. Meanwhile, if interest rates in general tend to rise, then the value or price of the bond will fall, because investors tend to put their money in the bank (Bapepam, 2003).
Bond yields move in the same direction with the interest rate which has a negative effect on the stock return. Rising bond yields will create alternative instruments for investors to invest their funds. The movement of bond yields in line with the interest rates according to the results of research which are both negative but do not have significant effect on stock returns the property sector. Based on the results of the research that has been done, it can be concluded that there is no negative effect of bond yield on stock return of property sector. The results of this study are in line with Shanken and Weinstein (2006) research on the effect of excess return from government bond on stock return.




CONCLUSION
There is no significant negative influence between the BI Rate variable to stock return the property sector. The results of this study are consistent with the results conducted by Prastowo (2007), Thobarry (2009) and Tandelilin (1997). The second, bond yields has  a negative influence on stock return of the property sector but unfortunately statistically not significance. From the value of R square also too low, only 3,7%, which is means that there are so many factors (92,3%), especially exterbal factors that can affect stock stock return of real estate and property sector which is still haven’t included in the model, like exchange rate, government policy, etc.
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