
LIST OF CONTENTS 

 

Chapter I INTRODUCTION 

1.1 Background  .................................................................................... 1 

1.2 Research Problem  ........................................................................... 6 

1.3 Research Question  .......................................................................... 6 

1.4 Research Objective  ......................................................................... 7 

1.4 Hypothesize  .................................................................................... 7 

1.5 Research Advantage  ....................................................................... 8 

1.6 Organization of the Study  ............................................................... 8  

Chapter II Review of Literature 

2.1 Theoretical Review  ....................................................................... 20 

2.1.1 Composite Stock Price Index  ............................................... 9 

2.1.2 Exchange Rate  ................................................................... 13 

2.1.3 Interest Rate  ....................................................................... 17 

2.2 Literature Review  ......................................................................... 19 

Chapter III Overview of Economic Condition 

3.1 Indonesia’s Stock Price Index  ...................................................... 29 

3.2 Singapore’s Stock Price Index  ..................................................... 33 

3.3 Indonesia’s Exchange Rate  .......................................................... 39 

3.4 Singapore’s Exchange Rate ........................................................... 44 

3.5 Indonesia’s Interest Rate  .............................................................. 47 

3.5 Singapore’s Interest Rate  .............................................................. 51 

Chapter IV Theoretical Framework and Research Methodology 

4.1 Theoretical Framework  ................................................................ 52 



4.2 Research Methodology  ................................................................. 57 

4.2.1 Types and Sources of data  ................................................. 57 

4.2.2 Data Analysis  ..................................................................... 57 

4.2.3 Model Analysis  .................................................................. 57 

4.2.4 Methodology  ...................................................................... 59 

Chapter V Empirical Results and Analysis 

5.1 Stationary Test  .............................................................................. 63 

5.2 Lag Length Selection  .................................................................... 64 

5.3 Cointegration Test  ........................................................................ 66 

5.4 Granger Causality Test  ................................................................. 67 

5.5 VAR/VECM Estimation ................................................................ 68 

5.6 Impulse Response Function ........................................................... 75 

5.7 Variance Decomposition . ............................................................. 79 

5.8 Analysis Result .............................................................................. 82 

Chapter VI Conclusions and Recommendations 

6.1 Conclusions  .................................................................................. 88 

6.2 Recommendations  ........................................................................ 90 

Reference  

Appendix 

 

 

 

 



 

 

LIST OF TABLES 

5.1 Unit root test for Indonesia  .......................................................................64 

5.2 Unit root test for Singapore .......................................................................64 

5.3 Lag Length Selection for Indonesia  ..........................................................65 

5.4 Lag Length Selection for Singapore  .........................................................66 

5.5 Cointegration test for Indonesia  ................................................................67 

5.6 Cointegration test for Singapore  ...............................................................67 

5.7 Granger Causality for Indonesia  ...............................................................68 

5.8 Granger Causality for Singapore  ..............................................................69 

5.9 VAR Estimation in Indonesia  ...................................................................71 

5.10 VECM Estimation in Singapore  .............................................................73 

5.11 Variance Decomposition for Indonesia ...................................................79 

5.12 Variance Decomposition for Singapore ...................................................80 

 

 

 

 

 

 

 



 

 

LIST OF GRAPH 

 

3.1 Yearly Composite Stock Price Index Position  .......................................... .31 

3.2 Yearly Strait times Index Position  ............................................................. 36 

3.3 Yearly Indonesia Exchange Rate Position  ................................................. 40 

3.4 Yearly Singapore exchange Rate Position  ................................................. 45 

3.5 Yearly Indonesia Interest Rate Position  ..................................................... 48 

3.6 Yearly Indonesia Interest Rate Position  ..................................................... 51 

3.7 Impulse Response Function  ....................................................................... 76 

 

 


