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Abstract: This study scrutinizes the potency of gold and bonds as safe haven assets for the Indone-
sian and Malaysian capital markets, because some previous studies have been undertaken in estab-
lished market settings. The research period for this study was from June 2008 to September 2016.
The quantile regression technique was used to analyze the data. The results of this study indicated
that gold did not have a role as a safe haven for the Indonesian capital market, but did have a role
as the safe haven for the Malaysian capital market. This study also found that Indonesian govern-
ment bonds, Malaysian government bonds, and Malaysian corporate bonds could not act as safe
haven assets. In contrast, corporate bonds in Indonesia had the potency to perform the function of
a safe haven for stocks on the Indonesian Stock Exchange.

Keywords: gold; hedge; Indonesian corporate bond; Indonesian government bond; Malay-
sian corporate bond; Malaysian government bond; safe haven

 JEL classification: G10



Robiyanto

278

Introduction

For centuries gold has been used as a
universal means of payment, a means to
accumulate wealth (Sujit and Kumar 2011;
Putra et al. 2018), and as a financial asset
(Dee et al. 2013). Wang (2012) also sup-
ported this statement by declaring that tra-
ditionally, investors view gold as the safest
investment instrument (safe haven) espe-
cially during a period of recession marked
by high inflation risks, a falling exchange
rate, and the collapse of the banking sec-
tor. This view is not exaggerated, as many
experts have proven that gold is the pre-
ferred safe haven (Agyei-Ampomah et al.
2013) and a good hedge against inflation
(Capie et al. 2005; Tkacz 2007; Worthing-
ton and Pahlavani 2007) as well as against
political conditions (Ciner et al. 2012) and
a turbulent economy (Ciner et al. 2012;
Baur and McDermott 2012; Baur and
McDermott 2009).

The appeal of gold as a safe haven, or
counter-cyclical investment vehicle
(Sumner et al. 2010), became worldwide
during the global financial crisis of 2008,
when stock prices fell, but gold prices sur-
vived and even increased, due to the occur-
rence of capital’s flight to safety (Agyei-
Ampomah et al. 2013). Roache and Rossi
(2010) even found that gold prices have the
opposite cyclical movement, which implies
that gold can be a safe haven for investors
during negative stock market conditions
and also when banks collapse (Wang 2012).
Tully and Lucey (2007) stated that tradi-
tionally, gold could act as a safe haven as-
set and tends to increase during financial
market turmoil. During financial turmoil,
investors, in an attempt to secure their as-
sets, will switch to more liquid and quali-
fied assets (Beber et al. 2006; and Robiyanto
2018c).

Various studies on the potential of
gold as a safe haven are also rampant after
Baur and Lucey (2010) conceptualized safe
havens as assets that have no correlation,
or are negatively correlated, with other as-
sets or portfolios during turbulent market
conditions; hedges as assets that have no
correlation, or are negatively correlated,
with other assets or portfolios over time;
and diversifiers as assets that have a posi-
tive and significant correlation with other
assets and portfolios over time.

Studies undertaken to assess the po-
tency of gold as a safe haven include those
by Ibrahim and Baharom (2012), Ghazali
et al. Bahari (2013) and Ibrahim (2012) in
the Malaysian capital market, Joy (2011)
in the US capital market, Dee et al. (2013)
in China’s capital market setting, and
Faubert (2012) in the international capital
markets, including the Brazil, Rusia, India,
and China (BRICs). Robiyanto et al.
(2017b) studied the hedging effectiveness of
precious metals (including gold) in the In-
donesian and Malaysian capital markets and
found that gold could produce a high hedg-
ing effectiveness for both capital markets.
Gold could also be a diversifier and enhance
the performance of stock portfolios. This
has been proven by Ibrahim (2012) in the
Malaysian capital market, Ratner and Klein
(2008) in the international capital markets,
Chua et al. (1990) in the Canadian capital
market, Arouri et al. (2014) in China’s capi-
tal market setting and Kumar (2014) in the
Indian capital market.

In addition to gold, bonds have also
been found to be a safe haven. A study by
Ciner et al. (2012) has proven that, only by
using gold, bonds can become a safe haven
for stocks. However, most studies still fo-
cus on the study of the potency of gold as
the single safe haven. In the context of the
Indonesian and Malaysian capital markets,
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studies into the potential of gold and bonds
as safe havens for those stock markets are
still rarely conducted, and possibly have
never been done (especially for Indonesia).
Based on these reasons, this research scru-
tinizes the potential of gold and bonds to
be safe haven assets for the Indonesian
stock market (Indonesia Stock Exchange)
and the Malaysian stock market (Kuala
Lumpur Stock Exchange). The bonds stud-
ied in this research were corporate bonds
which could be aggregately represented by
S&P Indonesian Corporate Bond Index
(SPICBI) and S&P Malaysian Corporate
Bond Index (MCB); Indonesian govern-
ment bonds (Government Securities/
SUN) which can be aggregately repre-
sented by S&P Indonesian Government
Bond Index (SPIGBI), and Malaysian gov-
ernment bonds represented by S&P Malay-
sian Government Bond Index (MGB).

Conceptual Framework

Asset Class and Safe Haven

An asset class is a set of assets that have
the same fundamental economic burdens
and characteristics that make them differ-
ent to other assets which are not part of
their asset class (Greer 1997). This defini-
tion is consistent with stocks and bonds,
as the asset class for stocks is the growth
instrument class, while bonds are classified
as fixed income instruments. Other asset
classes are cash and the additional asset
class, which includes real estate, collectible
goods, and derivatives (Baur 2013).

Meanwhile, gold, as a commodity, can
be viewed as being in a different asset class
because it has a continuous demand [e.g.,
for investment (Spall 2011)] and because
of its ability to function as a hedge (Nastou

2013). According Tully and Lucey (2007),
gold is a precious metal classified as a com-
modity and a monetary asset. Further, gold
can be viewed as belonging to different as-
set classes for it can be an alternative cur-
rency, and saved by the main central banks
as part of their foreign exchange reserves
(Baur 2013).

According to Flavin et al. (2014), a
broad definition of a safe haven is an asset
with low market risk and high liquidity,
used when investors are fearful of market
losses. Flavin et al. (2014) also stated that:

“safe haven assets are essentially risk di-
versifiers that are held to improve the
risk-return trade-off of asset portfolios in
times of market turbulence.”

Similiar to Flavin et al. (2014), Kaul
and Sapp (2006) defined a safe haven as
being an asset that investors are drawn to
in uncertain times. While Baur and Lucey
(2010) defined a safe haven more quantita-
tively, by stating that a safe haven is an as-
set that has a zero or negative correlation
with other assets or portfolios during peri-
ods of turmoil in the financial markets.

During turbulence in the capital mar-
kets, when the price of other instruments fall,
investors will seek to transfer their invest-
ments from one asset class to the more quali-
fied and safer asset classes (flight for safety
and flight for quality), even for their liquid
instruments (flight for liquidity). This action
is important so that investors can stop their
investment’s value from falling (Agyei-
Ampomah et al. 2013). One of the instru-
ments used for investment diversion is gold.
In recent times, investors generally purchase
gold for a hedge and as a safe haven against
market turmoil, because gold’s price had
shown robustness (Robiyanto et al. 2017b).
The gold market is always liquid, despite an
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ongoing financial crisis, even when other
financial markets suffer from a lack of li-
quidity. Moreover, gold is a highly liquid
precious metal, it can be traded 24 hours a
day, and has large denominations with a
small spread (Tully and Lucey 2007), and
also, gold has the potency of being a better
safe haven compared to silver (Figuerola-
Ferretti and Gonzalo 2010).

A research by Hillier et al. (2006) pro-
vided empirical evidence of the role of gold
and commodities on the stock market. This
result was then confirmed by Baur and
McDermott (2009) who conducted a study
on gold as a safe haven for several advanced
capital markets around the world, includ-
ing those in the US, Europe, Australia,
Canada, Japan, and also in the BRIC (Bra-
zil, Russia, India, and China) countries’
capital markets. They both concluded that
gold can be a hedge and safe haven for the
capital markets. A similar conclusion has
also been stated by Marzo and Zagaglia
(2010), Baur and Lucey (2010), Faubert
(2012), and Jubinski and Lipton (2013). In
addition to gold, bonds are also examined
for their potential as a safe haven. Although
research into the potential of bonds as a
safe haven is still relatively limited, a study
by Ciner et al. (2012) provides evidence
that bonds may become a safe haven, but
not a hedge for stocks in the capital mar-
kets, when turbulence occurs.

Hypothesis Development

Gold as a Safe Haven

Gold is generally viewed as a safe ha-
ven for markets, institutions (financial/mon-
etary) and investors (Tomak 2013). Accord-
ing to Coudert and Raymond-Feingold
(2011), gold has, historically, always had a
role as a medium of exchange in interna-

tional monetary exchanges; this makes gold
the ultimate safe haven. Therefore, it is not
surprising that many researchers try to scru-
tinize gold’s potency as a safe haven. Un-
fortunately, there is no exact explanation for
why gold can act as a safe haven.

According to Baur and Lucey (2010),
one explanation is that gold was among the
first forms of money and is traditionally per-
ceived as a hedge against inflation. In short,
if gold is uncorrelated with other asset
classes, those components should contrib-
ute significantly to the role of gold
(Robiyanto 2018a; Robiyanto et al. 2017a;
Robiyanto 2018c; Baur and Lucey 2010),
since in the era of globalization, asset classes’
correlations increase dramatically. After
Baur and Lucey (2010) clearly defined what
a safe haven was, many researchers tried to
examine whether gold could act as a safe
haven asset in many countries. For example,
Ciner et al. (2012) found that gold is a ro-
bust safe haven for the US capital market
during a crisis period, this finding was also
supported by Baur and McDermott (2012)
and Tomak (2013) who scrutinized the po-
tential role of gold as a safe haven for the
Turkish capital market (Istanbul Stock Ex-
change), and found that gold could act as a
safe haven for it. Based on these explana-
tions, some hypotheses are formulated as
follows:

H1a: Gold can act as a safe haven for the Indo-
nesian capital market

H1b: Gold can act as a safe haven for the Ma-
laysian capital market

Bonds as a Safe Haven

Cappiello et al. (2006) showed that the
dynamic conditional correlation between
stocks’ and bonds’ returns usually declined
when stock markets get hit by financial
crashes. While Maslov and Rochner (2004)
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discovered an interesting fact; during a fi-
nancial market’s crash, the stock prices and
spreads moved in opposite directions. This
is an indication of the flight to quality phe-
nomenon. In this phenomenon, investors
try to switch from stocks to safer asset (i.e.,
bonds). Therefore, the correlation between
the returns from stocks and bonds is typi-
cally low, and gets lower during a financial
market’s crash. Supporting this finding,
Christiansen and Ranaldo (2007) showed
that the macroeconomic announcements
had various significant impacts toward the
stocks and bonds’ correlation, which de-
pended on the business cycle. They found
that macroeconomic announcements’ effect
on the correlation of the stocks and bonds
was highly dependent on those correlations.
Zhou (2014) even suggested that investors
should shift to bonds when the high-risk re-
gime (i.e., financial turmoil) hit, to secure their
investments.

Some researchers [i.e., Krondahl and
Lindahl (2012); and Chiang et al. (2013); Fla-
vin et al. (2014)] tried to identify one poten-
tial characteristic of bonds as a safe haven.
Bonds, as a riskless asset, could be viewed as
a safe investment so it was not surprising if
bonds could act as a safe haven during an
enormous downside in the capital markets.
Chiang et al. (2013) found that bonds could
act as a safe haven for stocks. This finding
was supported by Baur and McDermott
(2012) whom found that in a period of un-
certainty, bonds could act as a safe haven.
Bonds’ seniority over stocks also makes
bonds serve as a safe haven against severe vola-
tility in the stock markets (Bianconi et al.
2013).

Similar to those studies, Krondahl and
Lindahl (2012), by using US treasuries, stated
that US treasuries still reign when looking for
safe haven instruments. Krondahl and
Lindahl (2012) also concluded that US trea-

suries are the assets that can act as a perfect
safe haven compared to other assets. Outside
the US, Bianconi et al. (2013) examined the
behavior of stocks and bonds from Brazil,
Russia, India and China (BRIC). They found
that the return correlation for stocks and
bonds in Brazil and Russia are large and nega-
tively significant. Based on that explanation,
some further hypotheses are formulated as
follows:

H2a: Government bonds can act as a safe ha-
ven for the Indonesian capital market

H2b: Government bonds can act as a safe ha-
ven for the Malaysian capital market

H3a: Corporate bonds can act as a safe haven
for the Indonesian capital market

H3b: Corporate bonds can act as a safe haven
for the Malaysian capital market

Methods

Data

The data used in this study were from
the Composite Stock Price Index (CSPI), the
Kuala Lumpur Composite Index (KLCI),
S&P Indonesian Corporate Bond Index
(SPICBI), S&P Indonesian Government
Bond Index (SPIGBI)¸ S&P Malaysian Cor-
porate Bond Index (MCB), and S&P Malay-
sian Government Bond Index (MGB), in-
cluding data of the monthly closing price of
gold in Indonesia’s local currency (rupiah
or IDR), and data of the monthly closing
price of gold (Kijang Emas) in Malaysia’s
local currency (ringgit or MYR), from June
2008 to September 2016. Malaysian Kijang
Emas is the official gold bullion coin in Ma-
laysia and is denominated in ringgit. The
price of Kijang Emas is determined by the
market’s prevailing international gold price.
This study used the price of a one troy ounce
Kijang Emas as a proxy for the gold price in
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Malaysia. Studies by Ibrahim and Baharom
(2012); Ibrahim (2012) had also done the
same.

The monthly closing data of the CSPI
and KLCI were obtained through
www.google.com/finance website, while
data from the SPICBI, SPIGBI, MCB, and
MGB were retrieved through http://
us.spindices. com/indices/fixed-income/.
The SPICBI is an index designed to mea-
sure corporate bonds’ performance in In-
donesia, and is denominated in rupiah,
while the SPIGBI is an index designed to
measure Indonesian government bonds
and is also denominated in rupiah. MCB is
an index designed to measure corporate
bonds’ performance in Malaysia and is de-
nominated in ringgit, while the MGB is an
index designed to measure the Malaysian
government’s bonds, and is denominated
in ringgit.

The data of gold prices in Indonesia’s
local currency (GOLDIDR) were acquired
by converting world gold prices in US dol-
lars (GOLD) into rupiah by following the
exchange rate of the US dollar against the
rupiah (USDIDR). The world gold prices
and the exchange rate for the US dollar
against the rupiah were obtained from
Bloomberg. Meanwhile, the Malaysian gold
price (one troy ounce of Kijang Emas) an-
notated as GOLDMYR in this study, was
obtained from Bank Negara Malaysia’s of-
ficial website (http://www.bnm.gov.my).

Variables

The following describes the definitions
of the operational variables used in this
study. Returns on the Indonesian stock
market were calculated from the CSPI’s re-
turns by applying this following formula
(Robiyanto 2018b):

where,

CSPI
t

= CSPI’s closing price for the Indo-
nesian Stock Exchange at month
t

CSPI
t – 1

= CSPI’s closing price for the Indo-
nesian Stock Exchange at month
t – 1

Returns on the Malaysian stock market
were calculated from the KLCI’s returns by
applying this following formula (Robiyanto
2018b):

where,

KLCI
t

= KLCI’s closing price for the Kuala
Lumpur Stock Exchange at
month t

KLCI
t – 1

= KLCI’s closing price for the Kuala
Lumpur Stock Exchange at
month t – 1

Returns on the Indonesian govern-
ment’s bond market were calculated from the
return of S&P Indonesian Government
Bond Index (SPIGBI) by applying this fol-
lowing formula:

where,

SPIGBI
t

= closing price of S&P Indone-
sian Government Bond Index
at month t

SPIGBI
t – 1

= closing price of S&P Indone-
sian Government Bond Index
at month t – 1

R
CSPI,t 

=
CSPI

t
 - CSPI

t-1

CSPI
t-1

[           ]

R
KLCI,t

 =
KLCI

t
 - KLCI

t-1

KLCI
t-1

[           ]

R
SPIGBI,t

 =[              ]SPIGBI
t
 - SPIGBI

t-1

SPIGBI
t-1
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Returns on the Indonesian corporate
bond market were calculated from S&P In-
donesian Corporate Bond Index (SPICBI)
by applying this following formula:

where,

SPICBI
t

= S&P Indonesian Corporate
Bond Index’s closing price at
month t

SPICBI
t – 1

= S&P Indonesian Corporate
Bond Index’s closing price at
month t – 1

Returns on the Malaysian govern-ment’s
bond market were calculated from the return
of S&P Malaysian Government Bond In-
dex (MGB) by applying this following for-
mula:

where,

MGB
t

= closing price of S&P Malaysian
Government Bond Index at
month t

MGB
t – 1

= closing price of S&P Malaysian
Government Bond Index at
month t-1

Returns on the Malaysian corporate
bond market were calculated from S&P
Malaysian Corporate Bond Index (MCB)
by applying this following formula:

where,

MCB
t

= S&P Malaysian Corporate Bond
Index’s closing price at month t

MCB
t – 1

= S&P Malaysian Corporate Bond
Index’s closing price at month t-1

Return on gold per gram in rupiah
(GOLDIDR) was calculated from
GOLDIDR which was counted by con-
verting the world gold price per troy ounce
in US dollars (GOLD) into rupiah per gram
by following the US dollar exchange rate
against the rupiah (USDIDR). The calcu-
lation was done as follows:

GOLDIDR
t
= (GOLD

t
 * USDIDR

t
)/

31.103

Thus, the return on gold per gram in
rupiah (GOLDIDR) was calculated by ap-
plying this following formula (Robiyanto,
Wahyudi, and Pangestuti 2017b):

where,

GOLDIDR
t

=the closing price of gold
per gram in rupiah at
month t

GOLDIDR
t – 1

=the closing price of gold
per gram in rupiah at
month t-1

Return of one troy ounce of Kijang
Emas in ringgit (GOLDMYR) was calculated
by applying this following formula (Ibrahim
and Baharom 2012):

where,

GOLDMYR
t

= the closing price of
Kijang Emas at month t

GOLDMYR
t – 1

= the closing price of
Kijang Emas at month
t-1

Technique of Analysis

This study used the Ordinary Least
Square (OLS) analysis technique as a cohort

R
SPICBI,t

 =[              ]SPICBI
t
 - SPICBI

t-1

SPICBI
t-1

[           ]R
MGB,t

 =
MGB

t
 - MGB

t-1

MGB
t-1

[           ]R
MCB,t

 =
MCB

t
 - MCB

t-1

MCB
t-1

R
GOLDIDR,t

 = [                ]GOLDIDR
t
 - GOLDIDR

t-1

GOLDIDR
t-1

R
GOLDMYR,t

 = [                 ]GOLDMYR
t
 - GOLDMYR

t-1

GOLDMYR
t-1
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test to see the potency of gold and bonds
as hedging instruments. This OLS analysis
was applied by using all the data periods.

The OLS equation used is as follows:

R
Instrument,t 

=  + 
1
R

Index
 + 

t

with


t

=residual term

R
Instrument,t

=return on GOLDIDR,
GOLDMYR, SPIGBI, SPICBI,
MGB, MCB

R
Index

=return on CSPI, KLCI

To check whether GOLDIDR, SPIGBI,
and SPICBI could act as a robust safe ha-
ven in Indonesia, the data’s analysis were
also done by employing a Quantile Regres-
sion (QREG).

The QREG equation used is as follows:

R
Instrument,t 

=  + 
1
R

CSPI(Q50%, 40%, 30%, 20%, 10%)
 +


t

with,


t

= residual term

R
Instrument,t

= return on GOLDIDR, SPIGBI,
SPICBI

R
CSPI(Q50%,40%30%,20%10%)

 = return on CSPI for
Q50 percent, 40 per-
cent, 30 percent, 20
percent and 10 per-
cent.

To check whether GOLDMYR, MGB,
and MCB could act as robust safe havens in
Malaysia, the data’s analysis were also done
by employing a Quantile Regression (QREG).

The QREG equation used is as follows:

R
Instrument,t 

=  + 
1
R

KLCI(Q50%, 40%, 30%, 20%, 10%)
 + 

t

with,


t

= residual term

R
Instrument,t

= return on GOLDMYR, MGB,
MCB

R
KLCI(Q50%,40%30%,20%10%)

 =return on KLCI for
Q50 percent, 40 per-
cent, 30 percent, 20
percent and 10 per-
cent.

This Quantile Regression (QREG)
technique is commonly applied by studies
into the potency of gold as a hedging in-
strument and a safe haven, such as those
conducted by Baur and Lucey (2010);
Ciner et al. (2012); Ibrahim and Baharom
(2012); Ghazali et al. (2013); Ghazali et al.
(2015). The QREG technique can also pro-
vide the instrument sensitivity and robust-
ness toward the worsening condition of the
financial market.

Diagnostic, Robustness and
Sensitivity Test

Before analyzing the data, several diag-
nostic tests were conducted to detect any
potential violations against the OLS’s and
QREG’s assumptions. Those tests were
model stability tests using the Augmented
Dickey-Fuller (ADF) test (Robiyanto and
Puryandani 2015) and the Cumulative Sum
of Squares (CUSUM) test. This method had
also been used by Parkyn and Vehbi (2013).
While a heteroscedasticity diagnostic (only
for OLS) was conducted by using the Glejser
test and an autocorrelation diagnostic by us-
ing Q statistics in a correlogram of residu-
als. The data normality test was conducted
by using the Kolmogorov Smirnov test.

This study used the Theil coefficient
to measure the robustness of the model. As
a scale invariant, the Theil coefficient lies be-
tween zero and one. If the Theil coefficient
equals zero, then the model has a perfect fit
(Woschnagg and Cipan 2004). Meanwhile,
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a sensitivity test was conducted by adding
some data to check whether the results
were sensitive enough to the sample size
chosen for the model’s estimation (Parkyn
and Vehbi 2013). To check the model’s
sensitivity, some periods were added to the
analysis; these periods were October 2016
to September 2017.

Results

The results of the analysis done using
the Quantile Regression (QREG) are shown
in Table 1 and indicate that gold (in the local
currency) tends to not be a safe haven for
stocks on the Indonesian Stock Exchange. It
can be seen from the result of QREG’s analy-

sis that quantiles 50 percent to 10 percent,
except for 30 percent, all have a significant
positive sign. In the quantile of 50 percent,
CSPI has a positive influence on GOLDIDR
with a 10 percent significance level. In the
quantile of 40 percent, CSPI has a positive
influence on GOLDIDR with a 5 percent
significance level; while in the quantile of
30 percent, CSPI has a coefficient of effect
with an insignificant positive mark. Fur-
ther, in the quantiles of 20 percent and 10
percent, CSPI has a positive effect on
GOLDIDR with significance levels of 1
percent. It shows that more extreme tur-
moil in the capital market causes a large
negative return due to the selling actions
of investors, increasing the effect of the
transmission from the capital market

Table 1. Results of Quantile Regression Analysis for Indonesian Stock Market

  Quantile 

 OLS 0.5 0.4 0.3 0.2 0.1 

GOLDIDR 
     

C 
0.091294 -0.001441 -0.015306* 0.026769*** -0.050878*** -0.065199*** 

(0.862608) (-0.171683) (-1.773778) (-3.120291) (-5.796004) (-8.022388) 

CSPI 
0.459889 0.502531* 0.574184** 0.404172 0.693300*** 0.721502*** 

(0.139665) (1.783144) (2.094474) (1.353598) (3.357103) (4.311157) 

SPIGBI       

C 
0.007366*** 0.007025*** 0.005437*** 0.003671*** 0.000718 -0.006230* 

(5.105329) (5.487495) (4.222804) (2.999475) (0.580991) (-1.695479) 

CSPI 0.241701*** 0.276389*** 0.270380*** 0.294424*** 0.329156*** 0.265689*** 
(5.384723) (4.228367) (3.875160) (4.897639) (8.219179) (4.057114) 

SPICBI 
      

C 
0.092925 0.010928 -0.008699 -0.018153** -0.037737*** -0.063796*** 

(0.951556) (1.394010) (-1.090215) (-2.381954) (-4.613994) (-5.704789) 

CSPI 
-0.129883 -0.356419 -0.213407 -0.144523 -0.142041 0.141862 

(-0.042748) (-1.382686) (-0.996820) (-0.821449) (-0.881032) 0.680281 

 Source: Various sources, processed.
Note: Numbers in parentheses are t-statistics

* significant at significance level of 10%;  ** significant at significance level of 5%;  *** significant at
significance level of 1%



Robiyanto

286

Table 2. Results of Quantile Regression Analysis for Malaysian Stock Market

  Quantile 

 OLS 0.5 0.4 0.3 0.2 0.1 

GOLDMYR 
    

C 0.008813 0.010142 -0.001882 -0.014475* -0.036318*** -0.055597*** 

 (1.572546) (1.434615) (-0.267754) (-1.908745) (-3.869150) (-5.700055) 

KLCI -0.236076 -0.416204* -0.450135* -0.307477 -0.115045 -0.080885 
 (-1.491947) (-1.794120) (-1.821934) (-1.149872) (-0.412169) (-0.307525) 

MGB       
C 0.003308*** 0.004068*** 0.002890*** 0.001973*** 6.88E-06 -0.003889* 

 (5.366784) (7.586106) (5.262066) (3.488868) (0.008259) (-1.695000) 

KLCI 0.014750 -0.000740 0.015200 -0.000638 0.013879 0.042639 
 (0.847477) (-0.042421) (0.728418) (-0.034667) (0.665431) (1.302166) 

MCB       
C 0.004488*** 0.004126*** 0.003020*** 0.001628** 0.000889 -0.001828** 

 (7.231170) (6.178943) (4.729560) (2.329572) (1.370983) (2.159033) 

KLCI 0.025876 0.013810 0.032629 0.047060* 0.042109* 0.061353*** 
 (1.476786) (0.600644) (1.315124) (1.859818) (1.975706) (4.570112) 

Source: Various sources, processed.
Note: Numbers in parentheses are probability level

* significant at significance level of 10%;  ** significant at significance level of 5%; *** significant at
significance level of 1%

to gold instruments. Gold investors are also
performing selling actions, because of the
psychological effects (fear) of the investors
in Indonesia’s capital market.

A different result is found in the quantile
of 30 percent, where CSPI has an insignifi-
cant effect. It indicates that at a certain point,
investors experience apprehension (nervous-
ness) that makes it difficult to determine
whether to perform a buying or selling ac-
tion. In general, these QREG results indicate
that gold cannot act as a safe haven for the
Indonesian capital market. Therefore, based
on that result, H1a is rejected. By using the
data from all the periods, it is found that CSPI
does not have a significant influence on gold.

However, the sign for CSPI’s effect is posi-
tive. It shows that gold cannot serve as a
hedge for Indonesia’s capital market but
may function as a diversifier instrument.

The same results are also found for
the Indonesian government’s bond, all the
quantile regressions’ results show that CSPI’s
regression coefficients have a positive sign
and a significant effect on SPIGBI. These
findings show that government bonds can-
not act as safe havens for the Indonesian capi-
tal market. Based on that, H2a is rejected. On
the contrary, almost all quantile regression
coefficients, except quantile 10 percent, show
that the CSPI’s regression coefficients have a
negative sign but no significant effect
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on SPICBI. These findings show that cor-
porate bonds can act as a safe haven for
the Indonesian capital market. Based on
that, H3a is accepted. Additionally, the re-
sults show that the role of corporate bonds,
as a safe haven, will fade away as the mar-
ket worsens dramatically.

Inconsistent results are found for the
capital market in Malaysia. In contrast to
the Indonesian capital market, gold is able
to become a safe haven for the Malaysian
capital market (KLSE). As stock market
conditions become more volatile, gold still
shows its existence as a safe haven for the
Malaysian capital market. This is indicated
by the QREG’s KLCI regression coeffi-
cient which is always signed negatively from
the 50 percent quantile to the 10 percent
quantile in Table 2. Based on that, H1b is
accepted. The OLS results also show that
gold can be a hedging instrument for the
KLCI because the KLCI’s regression coef-
ficient is negative. This finding is supported
by the research of Ibrahim and Baharom
(2012).

Based on the OLS result, it can be con-
cluded that the Malaysian Govern-ment’s
Bond (MGB) cannot act as a hedging instru-
ment for the KLSE, but for the MGB it could
act as a diversifier. The QREG’s result also
shows that the MGB could not act as a ro-
bust safe haven for the KLSE. Only QREG
with the quantile of 50 percent and the
quantile of 30 percent have an insignificant
negative sign; the other quantiles have a posi-
tive and insignificant sign. Based on that, H2b
is rejected.

Some similar results are also found in
the Malaysian Corporate Bond (MCB) model.
Based on the OLS result, which produced
an insignificant positive coefficient, the MCB
could act as a diversifier, but not a hedging

instrument, for the KLSE. Moreover, based
on the QREG’s result, the MCB cannot act
as safe haven for the KLSE because all the
QREG’s results in every quartile show a
positive regression coefficient, even for the
quantiles of 30 percent, 20 percent and 10
percent, the regression coefficients in those
models become positive and significant (the
quantiles of 30 percent and 20 percent are
significant at the 10 percent significance level,
while the quantile of 10 percent is signifi-
cant at the 1 percent significance level). Based
on that, H3b is rejected. The findings also
show that if there is extreme turmoil on the
KLSE, there is a higher positive correlation
between the MCB and KLSE.

Diagnostic Test Results

Both the ADF test (as shown in Table
3) and the CUSUM test results for OLS
(as shown in Figure 1) are not suggestive
of any instability (in both the parameters
and variance) in the models.

The results of the heteroscedasticity
diagnostic (only for OLS) by using the Glejser
test (as shown in Table 4 and Table 5) and

Variable Augmented 
Dickey-Fuller 

(ADF) Statistic 

Probability 

GOLDIDR -10.87009 0.00000 

SPIGBI -5.921121 0.00000 

SPICBI -10.92247 0.00000 

GOLDMYR -12.60202 0.00000 

MGB -9.038593 0.00000 

MCB -16.49468 0.00000 

 

Table 3. Augmented Dickey-Fuller (ADF)
Test Result

Source: Various sources, processed
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Figure 1. CUSUM Test Results For OLS
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the autocorrelation diagnostic by using Q
statistics in the correlogram of residuals (as
shown in Table 6) do not indicate any signifi-
cant autocorrelation for a 1 percent level of
significance or hetero-scedasticity in the
models.

Table 4. Heteroscedasticity Test Result by
Using Glejser Test (For OLS
Only) For Indonesian Stock Mar-
ket

Source: Various sources, processed.
Note: Numbers in parentheses are probability level

Dependent 
Variable 

Independent 
Variable 

t statistic 

GOLDIDR CSPI 0.191451 
  (0.9553) 

SPIGBI CSPI 0.709653 

  (0.4796) 

SPICBI CSPI 0.127250 
  (0.8990) 

 

Dependent 
Variable 

Independent 
Variable 

t statistic 

GOLDMYR KLCI 
0.995975 
(0.3217) 

MGB 
KLCI -1.795725 

 (0.0756) 

MCB 
KLCI -0.873042 

 (0.3847) 

 

Table 5. Heteroscedasticity Test Result
by Using Glejser Test (For
OLS Only) For Malaysian
Stock Market

Source: Various sources, processed.
Note: Numbers in parentheses are probability level

The data normality test was conducted
by using the Kolmogorov Smirnov (as
shown in Table 7) and all the variables were
normally distributed.

 Quantile 

 OLS 0.5 0.4 0.3 0.2 0.1 

GOLDIDR None None None None None None 

SPIGBI None None None None None None 

SPICBI None None None None None None 

GOLDMYR None None None None None None 

MGB None None None None  None None 

MCB None None  None None None  None 

 

Table 6. Autocorrelation Test Result by Correlogram (36 Lags)

Source: Various sources, processed.
Information: None lag has a significant Q Statistics at significance level of 1 percent
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Variable Kolmogorov 
Smirnov Z 

Probability Conclusion 

GOLDIDR 0.440 0.990 Normally Distributed 

SPIGBI 1.229 0.097 Normally Distributed 

SPICBI 0.612 0.848 Normally Distributed 

CSPI 0.961 0.314 Normally Distributed 

GOLDMYR 0.495 0.967 Normally Distributed 

MGB 0.585 0.884 Normally Distributed 

MCB 1.144 0.146 Normally Distributed 

KLCI 1.078 0.195 Normally Distributed 

Table 7. Data Normality Test Result

Source: Various sources, processed.

Robustness Test Results

As mentioned previously, this study
used the Theil coefficient to measure the ro-
bustness of the model. The Theil coefficients
for each model are presented in Table 8.

According to Woschnagg and Cipan
(2004), the smaller the Theil coefficient is,
the better the model is. Based on Table 6.,
the SPIGBI models are better than any
model resulted in this study, both for the
Indonesian capital market and the Malay-
sian capital market. The SPIGBI models’
Theil coefficients are spanning from
0.450681 to 0.701115. The SPIGBI OLS’s
Theil coefficient is the smallest and in-
creases gradually, regarding the smaller
quantile used. This means that a smaller
quantile will lead to less fit models, because
the SPIGBI tends to become a hedge for
the IDX over time. The SPICBI OLS’s
Theil coefficient is the smallest among the
SPICBI’s models. However, by looking at
the SPICBI models in any quartiles, any of
them that show a smaller quartile will pro-
duce a smaller Theil coefficient, so it can

be concluded that more severe financial
market conditions will lead to a better fit.
This may happen because almost all the
CSPI’s regression coefficients in the SPICBI
models are negative. For the Malaysian capi-
tal market, the MCB’s OLS model produces
the lowest Theil coefficient, but the find-
ing shows that MCB can only act as a di-
versifier for the Malaysian capital market
because the regression coefficient is posi-
tive but insignificant.

For the GOLDIDR models, the OLS
model has the smallest Theil coefficient. This
finding doesn’t mean that gold is a robust
safe haven because the CSPI’s regression
coefficients in the GOLDIDR models are
positive. This indicates that the more se-
vere the market’s condition is, the higher
the positive correlation between gold and
the CSPI is. While for GOLDMYR, the
QREG with the 50 percent quartile model
has the smallest Theil coefficient. Since the
KLCI’s regression coefficient in this model
has a consistent negative sign, this shows that
gold can act as a safe haven for the Malay-
sian capital market.
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  Quantile 

 OLS 0.5 0.4 0.3 0.2 0.1 

GOLDIDR 0.908610 0.984213 0.981094 0.976924 0.958136 0.948175 

SPIGBI 0.450681 0.442368 0.464738 0.482595 0.520533 0.701115 

SPICBI 0.905891 0.985055 0.987932 0.981247 0.964353 0.945295 

GOLDMYR 0.812078 0.756023 0.783138 0.797720 0.762850 0.753315 

MGB 0.586745 0.557070 0.612250 0.700396 0.928037 0.854542 

MCB 0.495296 0.516898 0.570835 0.668281 0.747141 0.846166 

Table 8. Theil Coefficient for Each Model

Source: Various sources, processed.

Figure 2. GOLDIDR Model’s Sensitivity Analysis

Source: Various sources, processed.
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Figure 3. SPIGBI Model’s Sensitivity Analysis

Source: Various sources, processed

Figure 4. SPICBI Model’s Sensitivity Analysis

Source: Various sources, processed.
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Source: Various sources, processed.

Figure 5. GOLDMYR Model’s Sensitivity Analysis

Figure 6. MGB Model’s Sensitivity Analysis

Source: Various sources, processed.
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Figure 7. MCB Model’s Sensitivity Analysis

Source: Various sources, processed

Sensitivity Test Results

To examine whether the model’s re-
sults are not sensitive to the sample size
chosen, the researcher added some periods
that could potentially lead to parameter
instabilities. The researcher re-estimated the
model for the period from June 2008 to
September 2017. The results tend to have
a low sensitivity and are fairly robust. The
results for the Indonesian stock market can
be seen in Figure 2, Figure 3, and Figure 4;
while the results for the Malaysian stock
market can be seen in Figure 5, Figure 6,
and Figure 7.

Discussion

The inability of gold to become a safe
haven for the Indonesian capital market is
consistent with several previous studies,
such as the research undertaken by Ghazali
et al. (2013); Ghazali et al. (2015); Ibrahim

and Baharom (2012). Ghazali et al. (2013)
even suggested that when the condition of
the capital market gets worse, stocks on the
capital market will tend to have the same
movement to gold and the same is also
found in this study. However, this study
finds that gold can act as a robust safe ha-
ven for the Malaysian capital market. This
finding is the opposite of almost all the stud-
ies done on the Malaysian capital market,
i.e. Ibrahim and Baharom (2012); Ghazali
et al. (2013); Ghazali et al. (2015). This
might have happened because this study
used a longer period which consisted of
various market dynamics.

This finding supports the idea that gold
can serve as a diversifier instrument for the
Indonesian stock market and is consistent
with the findings of Ibrahim and Baharom
(2012) who had previously studied the Ma-
laysia capital market (Kuala Lumpur Stock
Exchange). This study also supports the ar-
guments of several other experts, such as



297

Gadjah Mada International Journal of Business – Sept.-Dec., Vol. 20, No. 3, 2018

Chua et al. (1990); Hoang et al. (2015) who
all stated that gold can function as a diver-
sifier instrument in a portfolio. Meanwhile,
this study also finds that gold can act as a
hedging instrument for the Malaysian capi-
tal market across time.

The results of the analysis, as listed in
Table 1 and Table 2 show that the Indone-
sian government’s bonds (represented by
SPIGBI), the Malaysian government’s bonds
(represented by MGB) and the Malaysian
corporate bonds (represented by MCB) are
entirely incapable of functioning as hedges
and safe havens for their respective capital
markets. This is indicated by the significance
of the positive effect of CSPI on CSPI for
all the quantiles used and on all the data ana-
lyzed with OLS at the 1 percent significance
level. For the Malaysian capital market, it is
indicated by the insignificant positive effect
of the KLCI in most MGB models (only in
the quantile of 50 percent and 30 percent, is
there an insignificant negative effect). In the
Malaysian capital market, MCB could act as
a diversifier asset across the research period,
but the MCB cannot act as a safe haven for
the Malaysian capital market. MCB tends to
have a significant and positive relationship
with the KLCI during the market’s turbu-
lence, which becomes stronger as the
market’s condition worsens.

This finding indicates that there is a
close co-movement between stocks and gov-
ernment bonds in both the Indonesian and
Malaysian capital markets in all conditions;
and close co-movement between the Malay-
sian corporate bond and the KLCI. This also
implies that Indonesian government bonds
are also unable to become a diversifier asset
for stocks on the Indonesian capital market.
On the contrary, Malaysian government
bonds and Malaysian corporate bonds can act
as diversifier assets for stocks on the Malay-

sian capital market. The inability of govern-
ment bonds to serve as a hedge for the capi-
tal markets is in line with the research find-
ings from Ciner et al. (2012) conducted in
the United States.

Unlike Indonesian government bonds,
Malaysian government bonds and Malay-
sian corporate bonds, all of which cannot
serve as safe havens, Indonesian corporate
bonds are surprisingly capable of perform-
ing the role of a safe haven and a hedge. It
can be seen from the coefficient of the
CSPI’s influence with negative marks on the
quartiles of 50 percent, 40 percent, 30 per-
cent, and 20 percent. However, this coeffi-
cient of the CSPI’s influence turns positive,
although insignificant, on the quartile of 10
percent, indicating that the corporate bonds
are not a robust safe haven for Indonesia’s
capital market. The OLS analysis produces
the coefficient of the CSPI’s influence with
an insignificant negative mark, meaning that
corporate bonds may serve as a hedge for
stocks on Indonesia’s capital market.

The findings in this study are quite sur-
prising because government bonds, which
are supposed to be able to serve as a safe
haven for stocks should exist, as found in
Cineret al. (2012). Government bonds’ in-
terest rates are often referred to as risk-free
rate calculations, for they are considered to
be a risk-free instrument (Thillainathan
1996; Heng et al. 2005; Fen et al. 2014).

This condition may occur due to the
fact that Indonesian and Malaysian govern-
ment bonds are in demand by foreign inves-
tors. Based on the data published by Gadjah
Mada University (UGM) in 2015, it is noted
that the share of foreign ownership of SUN
by October 2015 was 37 percent. For Ma-
laysian government bonds, according to
BNM (2018), the share of foreign ownership
in September 2016 was 33.8 percent (which
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had increased from 29.7 percent in 2014).
Hence, both the Indonesian government’s
bonds and Malaysian government’s bonds
tended to be more vulnerable to turbulence
in the capital markets, or to any change in
interest rates, as these foreign institutional
investors would tend to sell their investment
instruments to secure their portfolios.

In Indonesia, corporate bonds, in most
of the transactions, are dominated by local
investors (institutions) such as pension funds,
mutual funds, and other institutions. These
local institutional investors tend to possess
long-term bonds, many of whom bought the
bonds at the initial public offerings and held
the corporate bonds to maturity (hold to
maturity) so they tend to be less liquid (for
example, based on “Capital Market Statis-
tics 2017” published by the Financial Ser-
vices Authority or OJK in 2017), the fre-
quency of SUN transactions during 2016
was 212,797 times, compared to the fre-
quency of corporate bond transactions dur-
ing 2016 which was 24,398 times; a similar
result also happened to the amount of SUN
transaction in 2016 which reached IDR
3,649,061 trillion, compared to the corpo-
rate bond transactions in 2016, which
amounted to IDR 224,317 trillion. Relatively
similar cases also happened in the previous
years.

Conclusion

The findings of this study indicate that
gold cannot function as a safe haven for the
Indonesian capital market but can act as a
robust safe haven for the Malaysian capital
market. This study also finds that gold is not
able to become a hedge for the Indonesian
stock market; however, it indicates that gold
can serve as a diversifier (in both the Indo-
nesian and Malaysian capital markets).

Indonesian government bonds, Malay-
sian government bonds, and Malaysian cor-
porate bonds could serve as hedges and safe
havens because they tended to have a co-
movement in all conditions. This co-move-
ment is strengthened when market condi-
tions worsen. In contrast, corporate bonds
in Indonesia have the potential to perform
a function as a hedge and safe haven for
stocks on the Indonesian Stock Exchange.
However, as the market’s condition wors-
ened, the ability of corporate bonds in In-
donesia to act as a safe haven for the Indo-
nesian Stock Exchange faded.

Stock investors in Indonesia may add
the gold instrument into their portfolios,
which also consist of stocks, as gold is
proven to be a diversified instrument in port-
folios of the Indonesian Stock Exchange. In-
vestors do better to not transfer their stocks
to Indonesia’s government bonds when con-
ditions decline on the Indonesian stock mar-
ket, due to powerful co-movements between
the stock market and the Indonesian gov-
ernment bonds market. Nevertheless, inves-
tors may use corporate bonds as a hedge and
safe haven for stocks on the Indonesian
Stock Exchange, though they should be cau-
tious, as the role of corporate bonds as a
hedge and a safe haven will fade when stock
market conditions are declining rapidly.
Stock investors in Malaysia should use gold
(Kijang Emas) as a safe haven instrument to
preserve their investments’ value during
market turbulence. In the long term, it is also
suggested that Malaysian investors add either
Malaysian government bonds or Malaysian
corporate bonds into their portfolios, be-
cause both instruments are proven diversi-
fier instruments for the KLCI.

This study used monthly data so that
the observation period generated was rela-
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tively limited and it was not possible to con-
duct a QREG study on 1 percent and 2.5
percent quartiles. The use of daily data is
highly recommended to acquire a larger
number of observations, so future studies
can be performed with smaller quartiles
(e.g., 1 percent and 2.5 percent). Although
this research employs S&P Indonesian
Corporate Bond Index (SPICBI) and S&P
Indonesian Government Bond Index
(SPIGBI) data, which are denominated in
the local currency in Indonesia (rupiah),
and also S&P Malaysian Corporate Bond
Index (MCB) and S&P Malaysian Govern-

ment Bond Index (MGB) data which are
denominated in the local currency in Ma-
laysia (ringgit), the use of bond-related in-
dexes released some time ago by local insti-
tutions, such as the Indonesian Bond Pric-
ing Agency (IBPA) for Indonesian bonds
or Bank Negara Malaysia for Malaysian
(government) bonds, may be considered.
The existence of bond futures contracts,
issued in 2017, can be studied further to
obtain empirical evidence on the potency
of bond futures contracts as a hedge, a safe
haven, and a diversified instrument.
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