
Introduction

AIMS AND SCOPE

Aims and Scope:
The Journal of Asian Finance, Economics and Business (JAFEB) publishes original research analysis and inquiry into issues of Asian Finance, Economics and
Business Management. The JAFEB is an international peer-reviewed journal, which is devoted to contemporary issues of finance, economics and business in
Asia, including Central Asia, East Asia, South Asia, Southeast Asia, and Middle East.

Mission:
The mission of JAFEB is to bring together the latest theoretical and empirical finance, economics and business management research in Asian markets. The
journal audience includes: business school academics and researchers, economists, social scientists, international business persons, and policy makers, as well
as managers from both for profit and not for profit corporations.

JAFEB has indexed in: 
Clarivate Analytics’ Web of Science - Emerging Sources Citation Index (ESCI) in Web of Science Core Collection: All content published from February
2014, Volume 1 Issue 1 onwards has been indexed in the Web of Science Core Collection database and the indexing process is ongoing [FYI, Following
the response for Journal Evaluation Status Request dated December 28, 2020 [---"Currently, our strategy is to only re-evaluate ESCI journals that map to Q1 or
Q2 of the relevant flagship category"---], the journal continues to being monitored its performance (i.e., quality criteria and impact criteria) based on their selection
criteria on a regular basis (i.e., every six month basis) until the Editorial Team prioritizes re-evaluation for the journal, while the journal still remains its current
status as for ESCI in the Master Journal List of the Web of Science].
Elsevier’s SCOPUS in Elsevier Product(s): The most content published from February 2018, Volume 5 Issue 1 to May 2021, Volume 8 Issue 5 has been
indexed in the Scopus database. [FYI, due to the decision on the re-evaluation of this title dated May 31, 2021, the indexing of content in the Scopus database
shall be discontinued from June 2021 publication onwards. Despite the decision, in general, all previously indexed content will remain in the Scopus database].
Crossref - Digital Object Identifier (DOI)
Directory of Open Access Journals (DOAJ)
Cabell's Directories of Publishing Opportunities
EconBiz
ECONIS - Datenbank der ZBW
Publons
Scilit - MDPI (Basel, Switzerland)
WorldCat
Directory of Korea Open Access Journals (KOAJ)
Korea Citation Index (KCI) - The National Research Foundation of Korea (NRF)

OPEN ACCESS POLICY 

Open Access Policy: The Journal (JAFEB) is an Open Access journal accessible for free on the Internet. JAFEB applies the Creative Commons Attribution-
Non Commercial 4.0 International (CC BY-NC 4.0) to works we publish. This license was developed to facilitate open access – namely, free immediate access
to, and unrestricted reuse of, original works of all types. Under this license, authors agree to make articles legally available for reuse, without permission or fees,
for virtually any purpose. Anyone may copy, distribute or reuse these articles, as long as the author and original source are properly cited.  

COPYRIGHT POLICY

Copyright to the Author(s): After publication of an article, the Copyright of the article transfers and belongs to the Author(s). This is an Open Access
journal distributed under the terms of the Creative Commons Attribution Non-Commercial License which permits unrestricted non-commercial use, distribution,
and reproduction in any medium, provided the original work is properly cited. JAFEB and the Publisher apply the Creative Commons Attribution-Non
Commercial 4.0 International (CC BY-NC 4.0) to the works we publish. This license was developed to facilitate open access – namely, free immediate access
to, and unrestricted reuse of, original works of all types. Under this license, authors agree to make articles legally available for reuse, without permission or fees,
for virtually any purpose. Anyone may copy, distribute or reuse these articles, as long as the author and original source are properly cited.

REVIEW POLICY 

Double-Blind Peer Review Policy:
JAFEB has adopted a double blind peer review policy, where both the referee and author remain anonymous throughout the process. Please remove all
identifying features from the main document itself, ensuring that Authors' identity is not revealed. However, this does not preclude Authors from citing their own
works. However, Authors must cite their works in a manner that does not make explicit their identity.
Acceptable: "Lee (2013) has indicated that . . ."
Acceptable: "Some scholars have indicated that . . . (e.g., Lee, 2013; Youn &Lee, 2018)"

JAFEB operates a double blind peer review process. All contributions will be initially assessed by the Editor-in-Chief for suitability for the journal. Papers
deemed suitable are then typically sent to a minimum of two independent expert reviewers to assess the scientific quality of the paper. The Editor-in-Chief is
responsible for the final decision regarding acceptance or rejection of articles. The Editor-in-Chief's decision is final. 

DOUBLE-BLIND PEER REVIEW PROCESS 

Submission to Editorial Head Office and Revision Invitation Policy (Updated on October 2020): 

Please note that Editorial Board of the journal will be very selective, accepting only the articles on the basis of scholarly merit, research significance, research
integrity and complete compliance with the journal style guidelines (APA).  The JAFEB Editorial Board respects and promotes all authors and contributors
on the basis of research ability and experience without considering race, ethnicity, nationality, citizenship, financial means, or any of narrow frames of
reference. From October 2020, all new submissions to the journal are assessed in two stages. The first hurdle is an editorial screening where we evaluate
whether a paper is likely to get through the peer review process or not. If the Desk Editor does not believe that the submission is suitable for the aims and scope,
standards, and Editorial Board’s selection policy of the journal, then the submission will be rejected at the front stage. Only about less than 20% of our
submissions pass this hurdle. The submissions we decide to take forward for the peer review process fully need to be well structured, well written, good
presentation of English, firmly anchored in existing academic literature, and complete compliance with the journal style guide and template. Only after
careful consideration by Desk Editors based on the editorial grounds, the Desk Editor will selectively send the paper out to external peer reviewers. The same
rules will be strictly applied for all new submissions.

Submission to ACOMS Peer Review System and Editorial Board’s Selection Policy (Updated on October 2020):

Thank you very much for submitting your research article to ACOMS Peer Review System of the Journal of Asian Finance, Economics and
Business (JAFEB). Please be noted that, even if your paper has passed the JAFEB Peer Review Process via  ACOMS Peer Review System (also called
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“ACOMS”), your paper still requires Editor-in-Chief’s final decision on its acceptance and publication through the Editorial Head Office. From this time
point, your article will go through Editorial Executive Board's content selection process and Editor-in-Chief’s final decision to determine if it is accepted and
published in its current form or required further revisions in which case it will be subject to Editorial Executive Board's recommendation. The Editor-in-Chief and
Editorial Executive Board decide its final acceptance against the following criteria and you should provide all the information required on the following THREE
forms: 1) JAFEB(APC)-Submission-Consent-Form, 2) JAFEB(APC)-Revision-Report-Form, and 3) JAFEB(APC)-Manuscript-Template (You can obtain these
forms through the Editorial Head Office (Email: jwlee119@yahoo.com)). 

The Submission-Review-Acceptance Process: 
The submission-review-acceptance-publication process can be broadly summarized into 7 steps, See below:

Step 1: Desk Editor’s decision on the article submitted
For example, check Submission Consent Form, APC agreement, APA style format, Publication Ethics and Publication Malpractice, and CrossCheck screening:
the iThenticate software to detect instances of overlapping and similar text in submitted manuscripts. Authors can be assured that KODISA Journals are
committed to actively combating plagiarism and publishing original research.

Step 2: External Reviewers Board’s decision on scholarly merits of the content of the article.
If the article successfully passes the requirements of submission and the first round of screening and Plagiarism checking, then the paper goes to external
reviews, which will take another 2 to 8 weeks from then. [Important: After the external reviews completed if the paper gets accepted in favor of publication on the
journal then an invoice of APC will be followed. Based on an invoice the author should make a payment for APC. Before the paper finally gets accepted any
payment does not count any credit toward its acceptance for publication.]

Step 3: Editorial Copy Editor’s decision on editorial copy editing
For example, double check citations in text and references, tables and figures, heading and subheadings, etc. If the article finally gets accepted for publication
and the author has paid APC for their publication on the journal, then the paper goes to Copy Editor and Typesetter, which will take another 2 to 4 weeks from
then.

Step 4: Production Editor’s decision on the full information of the article
For example, check DOI number, authors’ name, affiliation, contact information, pagination, etc. If the article has been checked and edited by Copy Editor and
Typesetter and then finally has approved for Production and Printing, then the paper goes to Production Editor, which will take another 2 to 4 weeks from then.

Step 5: Printing Editor’s decision on printed hard copies
For example, check mailing address of printed hard copies to the authors. This process takes another 2 to 4 weeks from then.

Step 6: Online Publishing Editor’s decision on online XML (HTML) and PDF attachments.
This process takes another 2 to 4 weeks from then.

Step 7: Indexing Editor’s decision on Web of Science Core Collection indexing.
This process takes another 2 to 8 weeks from then, although these steps can vary slightly between indexing agencies.

PUBLICATION FREQUENCY AND FAST PRODUCTION 

JAFEB accepts submissions on a rolling basis, and publish accepted articles on the first-in first-out method. In order to best accommodate such needs from
JAFEB authors and contributors and an increasing number of good quality scholarly papers for publication in JAFEB, the journal publishes 12 issues per year
from January 2020 (i.e. January 30, February 28, March 30, April 30, May 30, June 30, July 30, August 30, September 30, October 30, November 30, December
30). We experience dramatic growth of the journal in submissions, quality and impact. Currently acceptance rate is less than 15% (it should be less than 10% in
the near future), making sure that only the high quality research is published in JAFEB. We also have an average time of the submission-review-acceptance-copy
editing-production-online DOI publication of less than 90 days and we try to provide feedback as soon as possible and streamline the process. Please be aware
that the decision with regard to the publication of your paper is depending on the quality of your revisions in the process. Due to an increasing number of
submissions and a limit of publication space in each issue of the publication, the average overall time from submission of the manuscript to publication from now
on takes about 90 days. JAFEB accepts submissions on a rolling basis, and publish accepted articles on the first-in first-out method.

CALL FOR PAPERS

Types of Paper for JAFEB:
Regular Article: This should describe new and/or carefully investigated findings, and research methods should be given in sufficient detail for others to verify the
work. Articles should be 5,000 - 7,000 words long to describe and interpret the work clearly. All regular research articles are peer-reviewed by minimum 3
referees. 
Short Communication Article: This short communication is suitable for reporting the results of small investigations or giving details of new models, innovative
methods or techniques. The style of main sections does not need to conform to that of full-length papers. Short communications should be usually 3,000 - 5,000
words long. Short communication articles are also peer-reviewed. 
[Special Note: JAFEB does not publish the document types of Research Notes, Review Articles, Editorials, Book Reviews, Case Study Reports, Working
Papers, Memoirs, Professional Reports, Industry Reports, Experiments Notes, Policy Briefs, Opinions, Commentary, and Documentary.] 

Article Content Selection Policy:
All accepted and published papers in JAFEB are equally qualified and successfully have gone through peer-review process. The measurement of
impact of the paper might be matriculated by a number of citations from solid ranking journals, however it takes several years after publication. The foundation
and editorial content selection policy of JAFEB as follows:
First Criteria: As the title of the Journal of Asian Finance, Economics and Business (JAFEB) indicates we arrange papers in order of discipline (subject) and
content of the paper:
1. Finance: Finance, Accounting, Financial Economics in Asia at large
2. Economics: Econometrics, Applied Economics, Development Economics in Asia at large
3. Business: Management, Marketing, Decision Sciences, Information Technology in international markets across borders and cultures
4. Social Sciences, Multidisciplinary: others in international markets across borders and cultures
Second Criteria: The JAFEB Editorial Board least likely accepts the papers in the field of study of History, Philosophy, Religion, Political and Legal Issues, the
Arts, Political Science, Military Sciences, Secularism, Nationalism, Education, Pedagogy, Professional Training, Natural Science, and Mathematics. The JAFEB
Editorial Board gives a priority to the research areas of Financial Econometrics, Financial Economics, Accounting and Finance, Econometrics, International
Economics, Economics, International Trade, Business Economics, Business Management, Business Ethics, CSR (Corporate Social Responsibility), ESG
(Environmental, Social and Governance), SRI (Socially Responsible Investing) and Interdisciplinary Studies. 
Third Criteria: Control of Excessive Representation and Promotion of a Wide Diversity of Contributors and Country-of-Origin
1. Each issue is entitled to have included a maximum of less than 25% of the total from one specific economy/nation/country/market/region in the issue, if
applicable.  

Self-Citation Restriction Policy:
The self-citation refers to when an author refers to the previous works written by him/her alone or in co-authorship and cites them. Self-cites are used to compare
current results of the research with earlier findings when continuing to study the same subject. It seems that the only reasonable solution for the issues of self-
plagiarism, research integrity, and originality is to limit the amount of self-citations. JAFEB Self-Citation Restriction Policy regulates that the self-citation level
should not exceed 10% for authors and 20% for co-authors together and 10% for JAFEB. If the reference checker (software) finds that the author(s)
break the rules, then the manuscript will be automatically rejected by the Desk Editor without further review.

Submission: 
In order to submit your paper, please send your manuscript and associated files in MS Word format by Email to the Editorial Office (Email:
jwlee119@yahoo.com). Authors are encouraged to include tables and figures as part of the main file. All manuscripts must be accompanied by a letter which
indicates briefly why the article is suitable for publication in the Journal of Asian Finance, Economics and Business (JAFEB) and attests that “The article has not
been previously published and is not under review elsewhere“. All manuscripts must be prepared according to the JAFEB submission guidelines.
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Submission for the Double-Blind Peer Review: 
JAFEB uses a double blind peer review process, which means the identities of the authors are concealed from the reviewers, and vice versa. To facilitate this,
please include the following separately:
Title page (with author details): This should include the title, authors' names, affiliations, acknowledgements and any Declaration of Interest statement, and a
complete address for the corresponding author including an e-mail address.
Main document (without author details): The main body of the paper (including the references, figures, tables and any acknowledgements) should not include
any identifying information, such as the authors' names or affiliations.

Editorial Head Office:
Anhui University of Finance and Economics (AUFE), School of International Economics and Trade
[Postal Address: 962 Caoshan Road, Bengbu City, Anhui Province, 233030, China]
Email: jwlee119@yahoo.com  or jungwan.lee@aufe.edu.cn

ARTICLE PROCESSING CHARGE (APC) 

JAFEB is an Open Access journal accessible for free on the Internet. Yet, the print and online publication process does involve costs including those pertaining
to setup and maintenance of the publication infrastructure, routine operation of the journal, processing of manuscripts through peer-reviews, editing, publishing,
maintaining the scholarly record, and archiving. To cover these costs, the journal depends on APC also called Publication Fee (US dollar $500 or Korean
currency 600,000 Won) per article so that APC is mandatory. The cost of APC is very often assumed either by the organization funding the research
published in the article, or by the institution at which the author is employed or by the author oneself. Authors pay a one-time Article Processing Charge (APC) to
cover the costs of peer review administration and management, professional production of articles in PDF and other formats, and dissemination of published
papers in various venues, in addition to other publishing functions. There are no surcharges based on the length of an article, figures or supplementary
data. [Important 1: Before the paper finally gets accepted, any payment or early payment does not count any credit toward its final acceptance for
publication.] After the external reviews completed if the paper gets accepted in favor of publication in the journal then an invoice for APC will be followed. Based
on the invoice the author should make a payment for APC. For this reason, the corresponding author will be receiving an official invoice for USD500.00 (or
Korean currency 600,000 Won) as for Article Processing Charge (APC) for their upcoming publication with two payment options (the Publisher, Korea
Distribution Science Association’s official e-Payment System or Bank Wire T/T) within 7 days after the invoice having issued. [Important 2: There are no
refunds for paid APCs whether the article has withdrawn, cancelled, or removed even before its publication and after its publication. Once papers have been
reviewed and accepted even though having it withdrawn, cancelled, or removed in the process and/or before having it published, the paid APCs are non-
refundable. Once papers have been published and assigned DOI even though having it withdrawn, cancelled, or removed after having it published, the paid
APCs are non-refundable. Absolutely no refunds will be granted for the withdrawn, the cancellation, or the removal due to authors’ failure to comply with the basic
rules and ethics of publication. There is no exception to this rule.]

NO SUBMISSION FEE 

There are no submission charges for JAFEB whether the article is rejected, reviewed, or accepted.
Please note that Editorial Board of JAFEB will be very selective, accepting only the articles on the basis of scholarly merit, research significance, research
integrity and compliance with the journal style guidelines (APA). JAFEB Editorial Board respects and promotes submissions from any authors and
contributors on the basis of research ability and experience without considering race, ethnics, nationality, citizenship, gender, financial means, or any of
narrow frames of reference.

https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0103
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0103
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0103
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0103
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0103
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0106
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0106
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0106
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0106
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0106
https://www.kisti.re.kr/post/privacypolicy
https://www.kisti.re.kr/post/privacypolicy
https://www.kisti.re.kr/post/privacypolicy
https://www.kisti.re.kr/post/privacypolicy
https://www.kisti.re.kr/post/privacypolicy
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
mailto:jwlee119@yahoo.com
mailto:jwlee119@yahoo.com
mailto:jungwan.lee@aufe.edu.cn
mailto:jungwan.lee@aufe.edu.cn
https://creativecommons.org/licenses/by-nc/4.0/legalcode
https://creativecommons.org/licenses/by-nc/4.0/legalcode
https://creativecommons.org/licenses/by-nc/4.0/legalcode


Editorial Board

EDITORIAL BOARD

Senior Editor-in-Chief

Jung Wan Lee, Ph.D.

School of International Economics and Trade, Anhui University of Finance and Economics, China

Editor for Southeast Asia

Hooi Hooi Lean, Ph.D.

School of Social Sciences, Universiti Sains Malaysia, Malaysia

Editor for East Asia

Teng-Tsai Tu, Ph.D. 

Graduate Institute of International Business, National Taipei University, Taiwan

Editor for Central Asia

Azimkhan A. Satybaldin, Ph.D.

The Institute of Economics under the Ministry of Education and Science, Republic of Kazakhstan

Publishing Editor

Myoung-Kil Youn, Ph.D.

Department of Medical IT Marketing, College of Health Industry, Eulji University, Korea (the Republic of)

Associate Editors

Tripati Rao, Ph.D.

Professor of Economics. Business Environment Area, Indian Institute of Management Lucknow, India

Wee-Yeap Lau, Ph.D.

Department of Applied Statistics, Faculty of Economics and Administration, University of Malaya, Malaysia

Moh'd Mahmoud Ajlouni, Ph.D.

Department of Banking and Finance, Faculty of Economics, Yarmouk University, Jordan

Anel A. Kireyeva, Ph.D.

The Institute of Economics, under the Ministry of Education and Science, Republic of Kazakhstan

Nailya K. Nurlanova, Ph.D.

The Institute of Economics, under the Ministry of Education and Science, Republic of Kazakhstan

Jung-Lieh Hsiao, Ph.D.

Graduate Institute of International Business, National Taipei University, Taiwan

Jooh Lee, Ph.D.

Department of Management &Entrepreneurship, College of Business, Rowan University, USA

Rajasekhara Mouly Potluri, Ph.D.

College of Business Studies, Al Ghurair University, Dubai, United Arab Emirates

Muhammad Ayub Siddiqui, Ph.D.

Bahria Institute of Management and Computer Sciences, Bahria University, Pakistan

Tahereh Alavi Hojjat, Ph.D.

Peer Review System
THE JOURNAL OF ASIAN FINANCE, ECONOMICS AND BUSINESS

Login

About Submission & Review Archive Search

https://www.jafeb.org/journal/intro.do?page=logo&journalSeq=J000171
https://www.jafeb.org/journal/intro.do?page=logo&journalSeq=J000171
https://www.jafeb.org/journal/intro.do?page=logo&journalSeq=J000171
https://www.jafeb.org/journal/intro.do?page=logo&journalSeq=J000171
https://www.jafeb.org/journal/intro.do?page=logo&journalSeq=J000171
https://www.jafeb.org/journal/intro.do?page=logo&journalSeq=J000171
https://www.jafeb.org/journal/intro.do?page=logo&journalSeq=J000171
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0102#
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0102#
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0102#
javascript:fn_goAbout()
javascript:fn_goAbout()
javascript:fn_goAbout()
javascript:fn_goAbout()
javascript:fn_goeSubmissionView()
javascript:fn_goeSubmissionView()
javascript:fn_goeSubmissionView()
javascript:fn_goArchives()
javascript:fn_goArchives()
javascript:fn_goArchives()
javascript:fn_goArchives()
javascript:fn_goSearch()
javascript:fn_goSearch()
javascript:fn_goSearch()
javascript:fn_goSearch()


· Authors Guide · Editor’s & Reviewer’s Guide · Publication Ethics · Privacy Policy

Professor of Economics &Finance, Division of Business, DeSales University, USA

Tantatape Brahmasrene, Ph.D.

Professor of Finance and International Business, College of Business, Purdue University Northwest, USA

Ad Hoc Associate Editors

Helena M. Nobre, Ph.D.

DEGEIT - Economics, Management, Industrial Engineering and Tourism, GOVCOPP, University of Aveiro, Portugal

Yuliani Dwi Lestari, Ph.D.

Professor, School of Business and Management, Institut Teknologi Bandung, Indonesia

Nguyen Xuan Truong, Ph.D.

Professor, Faculty of Marketing, University of Finance – Marketing, Ho Chi Minh City, Vietnam

Soo-Joon Chae, Ph.D.

Division of Business Administration and Accounting, Kangwon National University, South Korea

Nguyen Ngoc Duy Phuong, Ph.D.

Professor, International University, Vietnam National University, Ho Chi Minh City, Vietnam

Jarunee Wonglimpiyarat, Ph.D.

Department of Aeronautics and Astronautics, Massachusetts Institute of Technology, USA

Yu Hsing, Ph.D.

Joseph H. Miller Endowed Professor. Department of Management & Business Administration, College of Business, Southeastern Louisiana University, USA.

Yoon S. Shin, Ph.D.

Department of Finance, The Sellinger School of Business and Management, Loyola University, Maryland, USA

Ayşe Yüce, Ph.D.

Professor of Finance. Department of Finance, Ted Rogers School of Management, Ryerson University. Toronto, Canada

https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0103
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0103
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0103
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0103
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0103
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0104
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0106
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0106
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0106
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0106
https://www.jafeb.org/journal/journalintro.do?journalSeq=J000171&introMenuId=0106
https://www.kisti.re.kr/post/privacypolicy
https://www.kisti.re.kr/post/privacypolicy
https://www.kisti.re.kr/post/privacypolicy
https://www.kisti.re.kr/post/privacypolicy
https://www.kisti.re.kr/post/privacypolicy






Arintoko ARINTOKO /  
Journal of Asian Finance, Economics and Business Vol 8 No 3 (2021) 0099–0110 9999

Print ISSN: 2288-4637 / Online ISSN 2288-4645
doi:10.13106/jafeb.2021.vol8.no3.0099

The Stock Price Response of Palm Oil Companies  
to Industry and Economic Fundamentals

Arintoko ARINTOKO1

 Received: November 20, 2020  Revised: January 25, 2021  Accepted: February 03, 2021

Abstract

This study aims to examine empirically the industry and economic fundamental factors that affect the stock prices of the leading palm 
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economic system. Stock prices change due to their supply 
and demand. If more people want to buy stocks than people 
who sell them, the stock price tends to increase, vice versa. 

There are differences in the types of assets on the 
stock  market between individual stocks and aggregate 
stocks, which are stated in the market index (Callado & 
Leitão, 2018). Referring to these differences, research 
on stock prices can also be aimed at both types of stocks. 
Nowadays, research on stock prices has become a favorite of 
researchers on financial issues. However, research on stock 
prices still relies heavily on aggregate stock price analysis, 
both in general and by sector or by type of business. There 
are still very few studies that focus on individual stock price 
or firm-level data analysis.

Research on stock prices has been widely carried out 
in various countries, especially in developing countries. 
However, most of the stock prices studied are aggregate 
stock prices measured in an index. Also, the factors that 
influence the stock price are generally seen from internal 
factors of company performance and external factors, which 
are generally macroeconomic variables. Several previous 
studies on the influence of internal company factors on 
stock prices include research conducted by Macharia and 

1.  Introduction

In the realm of stock investment, the law of supply and 
demand can explain stock prices at a given time (Jain, 2014). 
At the level of study, the impact of the law of supply and 
demand is considered in the stock market analysis. The 
company stock price is a reflection of investors’ perceptions 
of the ability of stocks to generate earnings and increase 
profits in the future. The rise and fall of stock prices will 
be a clue for the company to reduce or increase the sale of 
additional shares. Milošević-Avdalović and Milenković 
(2017) stated that economists believe that securities prices 
are influenced by the forces of supply and demand in a free 
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Gatuhi (2013), Mulyono, Suprapto, and Prihandoko (2018), 
Milošević-Avdalović (2018), Bhattarai (2018), Herawati and 
Putra (2018), and Ligocká and Stavárek (2019). Meanwhile, 
many previous studies regarding macroeconomic factors 
that affect the stock price index on the stock exchange are 
research conducted by Hunjra, Chani, Shahzad, Farooq, and 
Khan (2014), Mehrara, Farahani, Faninam, and Karsalari 
(2016), Giri and Joshi (2017), Epaphra and Salema (2018), 
Megaravalli and Sampagnaro (2018), and Vychytilová, 
Pavelková, Pham, and Urbánek (2019).

 The factors that affect the stock price include internal and 
external factors and they can be selected based on different 
perspectives and methods (Özlen & Ergun, 2012). Some 
general factors can apply to all stock markets, but some 
specific factors only apply to particular company stock. 
In this study, a model is developed by selecting specific 
factors that affect the company stock price. The economic 
perspective views that stock prices are determined by the 
supply and demand for stocks. External factors related to 
company business prospects will also affect the company 
stock price. In this case, individual stock price analysis is 
very important. If the stock price of the company chosen is 
a palm oil company, the market price of palm oil and the 
substitute and complementary goods for palm oil will affect 
its stock price.

 The palm oil production sector is very important to the 
Indonesian economy considering that the country is both the 
world’s largest producer and consumer, providing about half 
of the world supply. This study aims to analyze the stock 
price of the leading palm oil company in Indonesia, namely, 
Astra Agro Lestari (AAL). This company is an oil palm 
plantation company that produces crude palm oil, which has 
earned the title as the company with the best governance. In 
this study, the autoregressive distributed lag model (ARDL) 
is applied concerning the dynamic analysis of monthly 
stock prices. Apart from including the stock price of the 
competitor company, the price of palm oil, and its substitute 
and complementary, macroeconomic variables are also 
added to the analysis model. With this method, the analysis 
aims to test whether the variables of competitor stock prices, 
palm oil product prices, substitute and complementary 
product prices, interest rates, exchange rates, and inflation 
significantly affect the company stock price in the short and 
long run. 

2.  Literature Review and Hypotheses 

In general, investors in conducting the fundamental 
analysis can use the top-down approach as an alternative 
to the bottom-up approach. With a top-down approach, 
investors analyze by starting from the global economy along 
with international and national economic indicators. Factors 
considered include real GDP growth rates, inflation, interest 

rates, exchange rates, productivity, and energy prices. The 
analysis can then be narrowed down to regional or industry 
analyses related to total sales, price levels, effects of 
competing products, foreign competition, and entry or exit 
from the industry. After that, the analysis can be narrowed 
down to the best businesses in the field under study.

The determination of the price of securities is primarily 
driven by a balance between supply and demand for the 
liquidity of the securities in the market (Liu & Park, 2015). 
In the cycle of supply and demand for stocks, an increase in 
demand will increase the stock price. The stock price will 
fall as the demand decreases and the supply increases. In the 
economic and financial literature, economic data, interest 
rates, and company results can affect the demand for stocks. 
In macro terms, economic conditions, market dynamics, and 
changes in economic policies tend to have an impact on the 
overall supply of stocks. 

2.1.  Competitor Stock Price

Apart from following the forces of supply and demand 
in general, the movement of a company’s stock tends to 
follow the market and with similar sectors or industries. 
It is argued by some of the leading investment firms that 
the combination of market movements and the sector as a 
whole, as opposed to the individual performance of the 
company, determines the majority of stock movements. 
Li and Zhao (2016) explain that according to the results of 
the study there is an effect of industry similarity on stock 
co-movement between the two companies. The two stock 
prices will tend to move linearly with each other. Company 
stocks whose earnings are correlated because they are in a 
related industry will move together in response to changes 
that cause changes in earnings or because they respond to 
the common effects of changes in macroeconomic variables 
(Pindyck and Rotemberg, 1993). Likewise, the stock returns 
at the same market and industry level will tend to experience 
synchronicity when more information is reflected in their 
stock prices (Vu, 2020). Based on the previous description 
up to the last paragraph in the section, the first hypothesis 
can be derived as follows:

H1: Company stock price is positively related to the 
competitor stock price.

2.2.  Commodity price

From the investor perspective, factors from the demand 
side are seen as fundamental factors affecting stock prices. 
This is because the demand for stocks is much more 
responsive to changes in external environmental factors that 
affect the business prospects of companies that issue shares. 
In stock price analysis, there are fundamental and technical 



Arintoko ARINTOKO /  
Journal of Asian Finance, Economics and Business Vol 8 No 3 (2021) 0099–0110 101

analyses. Cohen, Kudryavtsev, and Hon-Snir (2011) stated 
that fundamental analysis is more often used by investors than 
technical analysis in making decisions. Fundamental analysis 
is a way of studying the economic, industrial, and company 
conditions to determine the intrinsic or fundamental value of 
a company’s stocks (Westerhoff, 2006). The preference for 
fundamental analysis is due to the relatively long investment 
horizon rather than the short-term investment horizon in 
investment decisions. In the long run, economic fundamentals 
are considered more appropriate to be factors affecting 
the company stock price. This is also because economic 
fundamental factors will affect a company’s performance. 

The market price of commodities sold by a company can 
have a positive effect on stock prices. The more the price 
increases, the more revenue the company gets so that in turn 
it can increase its profit. Empirically, the increase in the price 
of crude palm oil has a positive effect on the profitability of 
the company, as found in the research conducted by Mubarok, 
Hartoyo, and Maulana (2019). In the case of fishery firms, a 
study by Vo (2019) found evidence that company profitability 
has a significant positive relationship with stock returns. 
A sustainable increase in profit can then improve a company’s 
performance and business prospects, which will encourage 
an increase in demand for stocks. The increase in demand for 
these stocks will push up stock prices. The increase in stock 
prices was due to increased investor expectations, which 
made company performance increase and in turn, the stock 
price increased (Antono, Jaharadak, & Khatibi, 2019). 

Commodity prices produced by a company generally have 
a positive effect on the company stock price performance. 
Specifically, several studies have found a positive relationship 
between commodity prices and stock price performance. 
Nordin and Ismail (2014) and Nordin, Nordin, and Ismail 
(2014) conducted studies where the results showed that the 
price of palm oil had a significant positive effect on stock price 
performance. Furthermore, palm oil prices consistently have 
a positive effect on the stock price index. The findings of a 
study conducted by Musawa and Mwaanga (2017) show that 
copper prices have a positive impact on stock prices. In a study 
conducted by Mongale and Eita (2014), gold and platinum 
prices have a positive effect on stock market performance. 
Likewise, the research results of Putra and Robiyanto (2019) 
show that the commodity prices of gold, silver, and crude oil 
each have a positive effect on the stock price performance of 
mining companies. In investigating fundamental factors based 
on indicators of investor demand that it makes sense if sentiment 
from investors drives stock prices (Shleifer & Summers, 1990; 
Tvaronavičiene & Michailova, 2006). Based on the theoretical 
explanation and the results of previous studies, the second 
hypothesis statement can be formulated as follows:

H2: Company stock price is positively related to the 
palm oil price.

2.3. � Substituted and Complementary  
Commodities Price

In the theory of demand, the prices of substituted and 
complementary goods affect the demand for a good. In the 
case of palm oil products, an increase in the price of soybean 
oil, as a substitute, will increase the demand for palm oil, 
which will drive the price up (Rahman, Balu, & Shariff, 2013). 
In the context of the stock market as the results of the studies 
by Nordin and Ismail (2014) and Nordin, Nordin, and Ismail 
(2014), an increase in the market price of palm oil will 
increase the earnings of palm oil producers, which in turn 
will increase the stock price. Meanwhile, an increase in the 
price of sunflower oil, as complementary goods, will reduce 
the demand for palm oil and push the price down. Decreasing 
demand for palm oil can reduce company earnings, thereby 
lowering the company stock price. A study conducted by 
Alao and Oloni (2015) shows that commodity prices have a 
positive effect on firm value. For investors, in particular, an 
increase in company value indicates an increase in company 
performance in generating profits. Based on the description 
in the paragraph above, the third and fourth hypothesis 
statements can be derived as follows:

H3: Company stock price is positively related to the 
soybean oil price.

H4: Company stock price is negatively related to the 
sunflower oil price.

2.4.  Macroeconomic Fundamentals

A study conducted by Naik (2013) stated that there is a 
theoretical relationship between macroeconomic factors and 
stock market movements. The relationship between the two 
can be explained through the present value model and arbitrage 
pricing theory. The long-run relationship between stock market 
movements and macroeconomic fundamentals is explained 
by the present value model, while the short-run relationship 
between the two is explained by the arbitrage pricing theory. 
Information about macroeconomic fundamentals such as real 
output, money supply, inflation, interest rates can influence 
stock prices or returns through expected dividends, discount 
rates, or both (Rahman, Sidek, & Tafri, 2009).

A fundamentalist whose aim is to estimate the expected 
future cash flows of a company can use an interest rate 
projection to assess the present value of these cash flows. The 
interest rate is one of the main macroeconomic variables that 
affect stock prices. With fundamental analysis techniques, an 
increase in interest rates can reduce the present value of a 
company’s future cash flow. Therefore, an increase in interest 
rates will lower the company stock price. Several studies 
on the effect of interest rates and the impact of monetary 
policy that examine the effect of interest rates on stock 
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prices are research conducted by Ioannidis and Kontonikas 
(2008), Alam and Uddin (2009), Rifat (2015), Epaphra and 
Salema (2018), and Tursoy (2019). The results of empirical 
studies show that interest rates negatively affect stock prices. 
Research conducted by Panda (2008) also found a negative 
relationship between long-term interest rates and stock 
prices. Furthermore, a study by Eldomiaty, Saeed, Hammam, 
and AboulSoud (2020) shows that there is cointegration 
between the stock price and the interest rate where the change 
in stock prices is due to interest rates. From the theoretical 
explanation and the results of the previous research review, 
the fifth hypothesis can be formulated as follows:

H5: Company stock price is negatively related to the 
interest rate.

Regarding the exchange rate, in theory, a negative 
relationship between stock prices and exchange rates occurs 
when the value of the local currency increases (appreciates) 
and the products produced by local companies become less 
competitive, which leads to a decline in their exports. This 
will result in the shrinkage of a company’s profits, which in 
turn will lower the stock price and vice versa. The relationship 
between two variables is proven in empirical studies 
including the results of a study by Amado and Choon (2020). 
A study conducted by Mgammal (2012) found evidence that 
in the long run, the exchange rate negatively affects the 
stock price. Likewise, a study conducted by Poornima and 
Ganeshwari (2015) shows that the exchange rate and stock 
market index have a negative correlation. Based on the 
theoretical explanation and the results of previous research 
reviews, the sixth hypothesis can be formulated as follows:

H6: Company stock price is negatively related to the 
exchange rate.

In stock investing, inflation is one of the factors that affect 
the portfolio. In theory, stocks should provide a hedge against 
inflation, because company earnings and profits must grow at 
the same rate as inflation, after a period of adjustment. When 
inflation is rising, the price of the income share generally 
falls. So owning a stock that pays dividends when inflation 
increases usually means the stock price will go down. A study 
by Eldomiaty, Saeed, Hammam, and AboulSoud (2020) 
shows that there is cointegration between stock prices and 
inflation, where the change in stock prices is due to the inflation 
rate. The inflation rate is negatively related to stock prices. 
The findings of a study conducted by Epaphra and Salema 
(2018) support this relationship that most of the estimation 
results of individual firm models show a negative effect of 
inflation on stock prices. Likewise, the results of a study by 
Bhattarai (2018) show a negative effect of inflation on stock 
prices in banking and insurance companies. The theoretical 

explanation and the results of the previous research review 
can formulate the seventh hypothesis as follows:

H7: Company stock price is negatively related to inflation.

3. Research Methods 

3.1.  Model Approach 

This study is motivated to use the ARDL model approach 
as has been widely used in previous studies, but specifically 
related to the small sample properties and monthly stock 
price dynamics that are interesting to study collectively in 
the short and long run. Since the appearance of articles from 
Pesaran and Shin (1999), Pesaran, Shin, and Smith (2001), 
and Shin, Yu, and Greenwood-Nimmo (2014), the ARDL 
approach has been widely adopted in economic and financial 
research. In macroeconomic research, this model approach 
has been carried out by, among others, Halicioglu (2008), 
Latif, Adullah, and Razdi (2015), and Elfaki, Anwar, and 
Arintoko (2020). Meanwhile, in financial research especially 
on the stock market, the ARDL method has been used, 
among others, by Türsoy (2017), Kwofie and Ansah (2018), 
and Amado and Choon (2020).

According to Pesaran and Shin (1999) and Pesaran, 
Shin, and Smith (2001), the ARDL method with the bound 
test is a technique for the solution of determining long-run 
relationships between non-stationary series. Furthermore, 
this approach is used to test for the existence of a long-run 
relationship between variables in levels regardless of whether 
the underlying regressor is purely I(0), purely I(1), or mixed. 
With this approach, we can estimate the level effect and short-
run dynamics of the dependent variable adjustment. The 
advantage of this approach is confirmed by Narayan (2004), 
that the properties of small samples based on the bound 
test approach are far superior to multivariate cointegration. 
In macroeconomic and financial analysis, the problem 
commonly encountered is the unit root problem where the 
data series is not stationary at the level. The ARDL approach 
becomes a solution when researchers are faced with unit root 
problems. In the ARDL model approach, reparameterized 
results provide short-run dynamics and long-run relationships 
of the variables considered in the developed research model.

3.2.  Variables and Data

The variables used in the model are variables that 
represent economic and industrial variables that have an 
impact on the performance and business prospects of the 
palm oil company. Furthermore, the increase in a company’s 
performance and prospects will be associated with a 
company’s stock price. Industry or market variables include 
the stock price of the competitor company, crude palm oil 
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price, palm oil substitute, and complementary commodity 
prices, namely, soybean oil and sunflower oil, respectively. 
Meanwhile, the selected economic variables include interest 
rate, exchange rate, and inflation. The period for the data 
analyzed was January 2008 to March 2020. The list and 
definitions of each variable are presented in Table 1.

3.3.  Econometric Modeling

In this study, the analysis of company stock prices is 
based on the use of the ARDL model, which is applied 
to long-run relationship analysis when the underlying 
variables are I(1). The ARDL method can be used to solve 
the stationary problem in time series regression. The 
ARDL method can be applied to the model whether the 
independent variable is stationary at I(0) or I(1), while the 
dependent variable must be stationary at I(1). To determine 
the stationarity of a time series in what order, unit root tests 
are required. Referring to the model developed by Pesaran 
and Shin (1999), the more detailed equation in this study 
is expressed in the ARDL (k, l, m, n, p, q, r, s) model as in 
equation (1). The optimal lag determination of k, l, m, n, 
p, q, r, and s orders in this analysis is based on the Akaike 
Information Criterion (AIC) statistic as used in Pesaran, 
Shin, and Smith (2001).
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where it is assumed that u1t ~ iid(0, σ2). All variables in 
natural logarithm, except IR and INF. 

From the conditional equilibrium correction model 
(ECM) according to Pesaran, Shin, and Smith (2001), in this 
study, case V (unrestricted intercept and unrestricted trend) 
was taken to describe how the deterministic components 
were determined. Statistically, the long-run relationship 
is expressed in terms of cointegration between time series 
variables. A long-run relationship in economic analysis 
is a theory-based relationship between variables. The 
ARDL model is a method used in determining the long-run 
relationship based on the selected variables. The test for 
cointegration or long-run relationship in this study uses the 
bound test to equation (2).
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Where y = LOSP and x = (LCSP, LPCPO, LPSOY, 
LPSUN, IR, LER, INF).

The form of ECM regression based on the results of 
the bound test, which follows equation (2) is generally 
expressed in the form of equation (3). The equation 
(3) is called ARDL Error Correction regression with 
the dependent variable of ∆LOSP and the independent 
variables include ∆LCSP, ∆LPCPO, ∆LPSOY, ∆LPSUN, 
∆IR, ∆LER, and ∆INF as well as with unrestricted constant 
and trend.
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Table 1: Definition of Variables 

Variable Term Unit of Measurement Source
Own stock price of palm oil company (AAL) OSP Current price in rupiah 

traded on the stock market
Indonesia Stock Exchange

Stock price of the competitor company 
(SMART)

CSP Current price in rupiah 
traded on the stock market

Indonesia Stock Exchange

Price of crude palm oil PCPO US Dollars per metric ton IndexMundi
Price of soybean oil PSOY US Dollars per metric ton IndexMundi
Price of sunflower oil PSUN US Dollars per metric ton IndexMundi
Bank Indonesia benchmark interest rate IR percent per annum Bank Indonesia
Indonesian Rupiah exchange rate ER US Dollars per Rupiah Bank Indonesia
Inflation INF Percent, year on year (yoy) BPS-Statistics Indonesia
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The ARDL model has a reparameterization in the form 
of error correction (Hassler & Wolters, 2006). Models in 
the error correction form are useful in forecasting and 
for disentangling long-run relationships from short-run 
dynamics. The parameters β1, β2, β3, β4, β5, β6, and  β7 
in equation  (4) are long-run coefficients, while the 
parameters βj,  δj, γj, ϕj, λj, ρj, and σj in equation (3) are 
short-run coefficients. The long-run coefficients represent 
the equilibrium effects of the independent variables on the 
dependent variable. Meanwhile, the short-run coefficients 
take into account short-run fluctuations that are not due to 
deviations from the long-run equilibrium.

In the final section, estimation is carried out to investigate 
the possible asymmetry of the effect of the independent 
variables on stock prices as they rise and fall both in the 
short and long run. Following Shin, Yu, and Greenwood-
Nimmo (2014), estimate the effect of asymmetry by providing 
variables of �
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(2). The  long-run asymmetric effect of increasing and 
decreasing palm oil prices on stock prices is calculated by 
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Testing of asymmetric effects is also carried out on other 
variables, in the same way, using the stepwise regression 
method.

4.  Results and Discussion

To determine whether the independent variables are 
stationary at I(0) or I(1), or mixed, and to determine that 
the dependent variable is stationary at I(1), the unit root 
test is used. The unit root tests used were the Augmented 
Dickey-Fuller (ADF) tests. The use of the ADF test is 
commonly used in the ARDL method. In the analysis 
of time series data, the ADF test is a parametric test as 
stated by Shrestha and Bhatta (2018). The ADF test can 
also provide more reliable results in the unit root test. The 
results of the unit-roots test for the variables in this study 
are presented in Table 2.

The unit root tests are based on the optimal lag selection 
of the Schwarz Info Criterion (SIC). The test equation used 
includes trend and intercept. The results of the unit-roots 
test as presented in Table 2 show that all variables, both the 
dependent and independent variables, are I(1) with a p-value 
of 0.05. The ADF test with a critical value at the 5% level 
shows that all variables have unit roots and are integrated of 
order one, I(1), after the all series are transformed into the 
first difference. This condition fulfills the application of the 
ARDL method in this study as stated in Pesaran, Shin, and 
Smith (2001). In this case, the dependent variable, which is 
an I(1) is combined with the independent variables, which 
are purely I(1).

The ARDL model that includes the selected variables 
is shown in equation (1). According to the results of model 
selection with optimal lag based on AIC, the best model is the 
ARDL (2, 6, 6, 5, 6, 2, 2, 8) model. The diagnostic checks of 
the result are shown in Table 3. The results are fit reasonably 
and pass the diagnostic test for non-normal errors, serial 
correlation, heteroscedasticity, and model instability. The 
ARDL model is then tested for the existence of a long-run 
relationship by applying the bound test. The test results are 
presented at the bottom of Table 3.

Based on the F statistic (bound test), the F statistic is 
greater than the critical upper limit value at the 1% level, 
so the test results reject the null hypothesis. The meaning of 
these results is that there is a long-run relationship between the 
company stock price and its independent variables. The results 
of long-run parameter estimates are reported in Table 4.

In the long run, the stock price of the competitor company 
and the crude palm oil price have significant positive 
relationships with the company stock price. Meanwhile, 
soybean oil and sunflower oil prices have significant 
negative relationships with the company stock price. The 

Table 2: Unit Root Test of Variables 

Variables ADF Test
Level First Difference

LOSP −2.2713 −10.4906***
LCSP −2.3638 −12.3172***
LPCPO −3.3647* −7.3579***
LPSOY −2.7817 −8.3122***
LPSUN −3.4035* −7.6911***
IR −2.6705 −4.7965***
LER −1.9758 −9.9426***
INF −3.1341 −7.5317***

***p-value < 0.01.
*p-value < 0.10.
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short-run parameter estimates are reported in Table 5.  
The results show that the price of soybean oil and inflation 
affect the stock price in the short run according to the 
expected sign. Although the other variables are statistically 
significant, the estimated sign is not following the hypothesis.

To complement the results, the model estimation 
also includes investigating the asymmetric effects of 
independent variables on stock prices. Following the 
methods and steps of Shin, Yu, and Greenwood-Nimmo 
(2014), the estimation results on the effect of asymmetry 
on stock prices are reported in Table 6. The results were 

obtained employing stepwise regression estimation. 
The effects of asymmetry in the short run were found in 
the variables of competitor stock price, palm oil price, 
soybean oil price, sunflower oil price, and the exchange 
rate on the company stock price. Generally, the effect of 
these variables works when they decrease. Meanwhile, 
the effect of asymmetry in the long run only occurs in the 
variable of the competitor stock price when it decreases. 
Other variables as a whole do not show any asymmetric 
effects because they are partially insignificant for both the 
direction at a p-value of 0.05.

Table 3: ARDL Model Diagnostic Checks and Bounds Test of Cointegration 

Diagnostic Elements Statistical Value Annotation
R2 0.9577
Adjusted R2 0.9372
F-Stat 46.7444*** *** p-value < 0.01
AIC −2.0855
SIC −1.1144
JB Stat 0.0192
LM test F-stat (2,91) 1.4910
Het. test F-stat (45,93) 0.9947
CUSUM Test Stable
F-statistic (Bound test) 6.4590*** *** significant at the 1% level and rejected H0

(H0: no levels relationship)
Lower bound value = 3.31
Upper bound value = 4.63

Table 4: Long-Run Coefficients 

Variable Coefficient Std. Error t-statistic Annotation

LCSP 0.7446*** 0.0734 10.1493 *** p-value < 0.01, support the 
hypothesis of H1 in the long run

LPCPO 1.2855*** 0.1798 7.1492 *** p-value < 0.01, support the 
hypothesis of H2 in the long run

LPSOY −1.0794*** 0.3567 −3.0260
*** p-value < 0.01, but does not 
support the hypothesis of H3 in 
the long run

LPSUN −0.9415*** 0.2176 −4.3276 *** p-value < 0.01, support the 
hypothesis of H4 in the long run

IR −0.0403 0.0263 −1.5355 Does not support the hypothesis 
of H5 in the long run

LER −0.0986 0.4208 −0.2343 Does not support the hypothesis 
of H6 in the long run

INF 0.0100 0.0185 0.5436 Does not support the hypothesis 
of H7 in the long run
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Table 5: Results of ARDL Error Correction and Short-Run Coefficients 

Variable k Sort-Run 
Coefficient Wald t-stat Annotation

Constant 5.5625*** *** p-value < 0.01
Trend −0.0050*** *** p-value < 0.01

� jj

k
t j� �� �

1
LOSP 1 −0.1711* * p-value < 0.10

� jj

k
t j� �� �

1
LCSP 5 −0.7186 −2.3677** Does not support the hypothesis of H1 in the short 

run

� jj

k
t j� �� �

0
LPCPO 5 −0.8774 −1.7815* Does not support the hypothesis of H2 in the short 

run

� jj

k
t j� �� �

0
LPSOY 4 1.8082 2.3767** Support the hypothesis of H3 in the short run

� jj

k
t j� �� �

0
LPSUN 5 1.3610 2.0864** Does not support the hypothesis of H4 in the short 

run

� jj

k
t j� �� �

0
IR 1 0.0307 0.5886 Does not support the hypothesis of H5 in the short 

run

� jj

k
t j� �� �

0
LER 1 1.8903 4.1247*** Does not support the hypothesis of H6 in the short 

run

� �jj

k
t j� �� �

0
INF 7 −0.1075 −2.4982** Support the hypothesis of H7 in the short run

ECTt-1 −0.6451*** *** p-value < 0.01

Table 6: Results of Short-Run (SR) and Long-Run (LR) Asymmetric Effects

Variable Short-Run 
Coefficient

Wald t-stat for SR 
Asymmetric Effect Long-Run Coefficient Wald t-stat for LR 

Asymmetric Effect
LCSP+ −0.0035 5.2916*** 0.2533 −3.8525***

LCSP- 0.8675*** 0.3974***
LPCPO+ 0.1098 4.5661*** −0.2940 −2.0482**

LPCPO- 1.9418*** 0.0464
LPSOY+ −0.0654 3.6179*** −0.6497 −2.6362***

LPSOY- 2.3793*** −0.1405
LPSUN+ 0.3122 1.4808 −0.4436 −1.4295
LPSUN- 1.2138*** −0.0306
IR+ −0.1662 −0.5916 −0.1346 −1.5546
IR- −0.0821 0.0058
LER+ 0.0871 2.3576** −0.2341 −1.0755
LER- 2.6765*** 0.2321
INF+ −0.0320 −0.6319 −0.0789 −1.7836*

INF- −0.0012 −0.0476

*** p-value < 0.01.
** p-value < 0.05.
* p-value < 0.10.
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The results provide evidence in the short run that previous 
stock prices affect current stock prices. The stock price, 
which is reflected in the previous period stock price, shows 
an autocorrelation of stock prices that supports evidence that 
stock prices move not randomly. This result is in line with 
the findings of several previous studies including the study 
by Hawaldar, Rohit, and Pinto (2017).

In the long run, there is a significant positive relationship 
between the stock price of the company and the stock price 
of the competitor. There is a tendency for co-movement at 
the same time between two stock prices of companies in 
the same industry, in this case, the palm oil industry. This 
evidence is in line with the results of the study by Li and 
Zhao (2016) and the explanation of Pindyck and Rotemberg 
(1993). However, for the asymmetric effect, stock prices 
positively respond to the stock price of the competitor when 
they fall, both in the short and long run. 

With the asymmetric effect, the price of palm oil has a 
positive effect on stock prices when the price falls in the 
short run. Under the symmetric assumption, the effect of 
palm oil prices on stock price only occurs in the long run. 
The company stock price has a positive relationship with the 
price of palm oil in the long run. In this case, the stock price 
reflects all available information, especially the increase in 
palm oil prices, which affects stock price. An increase in 
stock prices refers to an increase in the price of palm oil, 
which increases the company earnings and profitability and 
in turn increases investor expectations. However, a long-
run relationship is much more important and meaningful 
in theory. These results confirm that the long-run positive 
relationship between commodity prices and producer 
company stock prices is robust. These results are in line with 
the findings of the studies conducted by Nordin and Ismail 
(2014), Nordin, Nordin, and Ismail (2014), and Alao and 
Oloni (2015).

The price of soybean oil negatively affects the company 
stock price in the long run. The estimation results do not 
support the previous hypothesis. It is assumed that the 
increase in the price of soybean oil will increase the stock 
price of soybean oil producers and have an inverse effect 
on the stock price of the palm oil company. According 
to Kiatmanaroch and Sriboonchitta (2014), there is still 
a dependence on imported soybeans from outside the 
ASEAN region, as well as problems with limited capacity 
and performance of soybean oil production in the ASEAN 
region. However, in the short run, the price of soybean oil 
has a positive effect and so it supports the hypothesis. The 
price of soybean oil only affects when its price decreases. 
An asymmetric effect is found in this relationship.

The price of sunflower oil has a negative effect on the 
stock price. These results support the hypothesis in the 
long run. When the price of sunflower oil rises, the demand 
for palm oil can fall, so that the price of palm oil falls. 

The  decline in palm oil prices will reduce profitability so 
that the stock price will fall. 

Of the selected macroeconomic variables, none of the 
variables have an effect on stock prices in the long run. In the 
long run, stock prices only respond to industry fundamentals, 
namely, competitor stock price and commodity prices. In the 
term of the aggregate stock price in the index, the findings 
of the relation between stock price and macroeconomic 
fundamentals can be different. For example, the Ditimi 
and Ifeoluwa (2018) study found evidence of a long-run 
relationship between macroeconomic fundamentals and 
stock price. 

Meanwhile, in the short run, only inflation has a significant 
effect on stock prices. Stock prices respond negatively to 
inflation. Although the exchange rate is significant, it has 
a positive effect on stock prices and so it does not support 
the hypothesis. When the rupiah depreciates, it will only 
become a negative sentiment for the stock market and cause 
the company stock price to fall in the short run. However, the 
finding of the asymmetric effect is open to the possibility of 
empirical evidence of the effect of exchange rates on stock 
prices as the results of research by Dang, Le, Nguyen, and 
Tran (2020). Also, stock prices do not respond to interest 
rates in the short run and have no significant relationship in 
the long run. These findings are in line with the findings of a 
study by Vo (2019).

In line with the theory, the negative effect of inflation 
on stock prices has an economic meaning in the stock 
investment portfolio. This finding supports the previous 
hypothesis. This result is at least in line with the findings of 
Naik (2013), Epaphra and Salema (2018), dan Eldomiaty, 
Saeed, Hammam, and AboulSoud (2020). Inflation affects 
decreasing a company’s stock price.

Finally, the ECT value is −0.6451, which means that 
stock prices converge to long-run equilibrium with 64.51 
percent in one period through independent variables that 
have a relationship with them. Referring to Pesaran, Shin, 
and Smith (2001), the estimated equilibrium correction 
coefficient shows a reasonably quick correction of the 
equilibrium distortion of the company stock price in monthly 
dynamics.

5.  Conclusions 

The stock price does not move randomly because of 
influenced by the previous stock price in the short run. In the 
long run, the company stock price has a significant positive 
relationship with the stock price of competitor and the price 
of crude palm oil. However, the positive response of stock 
prices to the two variables only occurs asymmetrically, that 
is when they both fall especially in the short run. Competitor 
stock price has an asymmetric and significant effect on 
the downturn, both in the short and long run. The positive 
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effect of the competitor stock price supports the previous 
hypothesis. This result shows evidence of the effect of 
industry similarity, which leads to a co-movement between 
the two stock prices. Meanwhile, the positive effect of crude 
palm oil prices shows empirical evidence to support the 
hypothesis. The price of soybean oil only effects in the short 
run and has an asymmetric effect when the price falls. On 
the other hand, the price of sunflower oil only affects stock 
prices in the long run.

Of the selected macroeconomic variables only inflation 
has a significant negative effect on stock prices in the 
short run and has no significant relationship in the long 
run. Meanwhile, in the short run, the positive effect of the 
exchange rate occurs because the depreciation of the local 
currency becomes bad news and tends to be a negative 
sentiment for investors in determining stock prices. In 
the short run, market sentiment responds more quickly to 
changes in macroeconomic variables.

Investors need to always observe and evaluate industry 
and economic fundamental factors in investing in stocks, 
especially in palm oil companies. This consideration 
is important in forecasting future stock prices amid the 
dynamics of the macroeconomic environment. Meanwhile, 
the company needs to consider more industry and economic 
fundamentals, particularly the price dynamics of commodities 
and their competitors’ products in management and decision 
making related to business development.
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