ABSTRACT

This research employs a descriptive quantitative methodology, examining a sample of 5
banking institutions listed in the LQ45 index to evaluate how inflation and exchange rate
fluctuations affect stock returns. The analysis's findings indicate that there is no significant
impact of the two variables on the return on equity of the LQ45 bank'’s shares on the Indonesian
Stock Exchange for the years 2018-2023. However, the analysis shows that inflation and
exchange rate had an impact on the return on equity of the bank's stock in LQ45 during the
same time period. Because of this, the study indicates that fluctuations in inflation and
exchange rate can affect the return on equity of banks in the Indonesian market.
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