
Kasim, Muhammad Yunus; Muslimin; Dwijaya, I. Kadek Bellyoni

Article

Market reaction to the Covid-19 pandemic: Events study at
stocks listed on LQ45 index

Cogent Business & Management

Provided in Cooperation with:
Taylor & Francis Group

Suggested Citation: Kasim, Muhammad Yunus; Muslimin; Dwijaya, I. Kadek Bellyoni (2022) : Market
reaction to the Covid-19 pandemic: Events study at stocks listed on LQ45 index, Cogent Business &
Management, ISSN 2331-1975, Taylor & Francis, Abingdon, Vol. 9, Iss. 1, pp. 1-15,
https://doi.org/10.1080/23311975.2021.2024979

This Version is available at:
https://hdl.handle.net/10419/288302

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

  https://creativecommons.org/licenses/by/4.0/

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.1080/23311975.2021.2024979%0A
https://hdl.handle.net/10419/288302
https://creativecommons.org/licenses/by/4.0/
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


Full Terms & Conditions of access and use can be found at
https://www.tandfonline.com/action/journalInformation?journalCode=oabm20

Cogent Business & Management

ISSN: (Print) (Online) Journal homepage: www.tandfonline.com/journals/oabm20

Market reaction to the Covid-19 pandemic: Events
study at stocks listed on LQ45 index

Muhammad Yunus Kasim, Muslimin & I. Kadek Bellyoni Dwijaya

To cite this article: Muhammad Yunus Kasim, Muslimin & I. Kadek Bellyoni Dwijaya (2022)
Market reaction to the Covid-19 pandemic: Events study at stocks listed on LQ45 index, Cogent
Business & Management, 9:1, 2024979, DOI: 10.1080/23311975.2021.2024979

To link to this article:  https://doi.org/10.1080/23311975.2021.2024979

© 2022 The Author(s). This open access
article is distributed under a Creative
Commons Attribution (CC-BY) 4.0 license.

Published online: 23 Jan 2022.

Submit your article to this journal 

Article views: 3235

View related articles 

View Crossmark data

Citing articles: 6 View citing articles 

https://www.tandfonline.com/action/journalInformation?journalCode=oabm20
https://www.tandfonline.com/journals/oabm20?src=pdf
https://www.tandfonline.com/action/showCitFormats?doi=10.1080/23311975.2021.2024979
https://doi.org/10.1080/23311975.2021.2024979
https://www.tandfonline.com/action/authorSubmission?journalCode=oabm20&show=instructions&src=pdf
https://www.tandfonline.com/action/authorSubmission?journalCode=oabm20&show=instructions&src=pdf
https://www.tandfonline.com/doi/mlt/10.1080/23311975.2021.2024979?src=pdf
https://www.tandfonline.com/doi/mlt/10.1080/23311975.2021.2024979?src=pdf
http://crossmark.crossref.org/dialog/?doi=10.1080/23311975.2021.2024979&domain=pdf&date_stamp=23 Jan 2022
http://crossmark.crossref.org/dialog/?doi=10.1080/23311975.2021.2024979&domain=pdf&date_stamp=23 Jan 2022
https://www.tandfonline.com/doi/citedby/10.1080/23311975.2021.2024979?src=pdf
https://www.tandfonline.com/doi/citedby/10.1080/23311975.2021.2024979?src=pdf


MARKETING | RESEARCH ARTICLE

Market reaction to the Covid-19 pandemic: 
Events study at stocks listed on LQ45 index
Muhammad Yunus Kasim1*,  Muslimin and I. Kadek Bellyoni Dwijaya

Abstract:  This study aims to examine the market reaction to the Covid-19 pan-
demic using stocks listed on the LQ45 Index, by using the event study method to 
calculate and analyze the difference in Average Abnormal Return (AAR) and Trading 
Volume Trading (TVA) during the Covid-19 pandemic that occurred in Indonesia. The 
population for the study is companies listed on the LQ45 Index with a sample of 41 
companies taken by purposive sampling technique. Statistical analysis was con-
ducted by using events study with paired sample t-test in determining the abnormal 
return difference test for each event. The first finding was that the LQ45 stock 
market reacted positively since the confirmation of the Covid-19 outbreak in 
Wuhan, China, as investors did not consider this information bad news. Second, 
LQ45 shares have shown a decline since the first confirmed Covid-19 patients in 
Indonesia. Third, the announcement of a pandemic by the World Health 
Organization (WHO) continued until the Jakarta regional lockdown in April 2020 
made LQ45 respond negatively. The market began to respond positively after the 
first vaccination in Indonesia in January 2021. Overall, the results show that the 
LQ45 stock market has responded quickly to the Covid-19 pandemic from the start 
events and responses vary over time depending on events during the pandemic. 
Investors tend to be quick to respond to any event so that stock movements are 
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very difficult to project. This research concludes that the negative impact occurred 
on the stock market in Indonesia could be attributed to the Covid-19 pandemic.

Subjects: Industrial Engineering & Manufacturing; Economics; Business, Management and 
Accounting; Industry & Industrial Studies  

Keywords: abnormal return; covid-19 pandemic; events study; LQ45; trading volume 
activity

1. Introduction
The transmission of Covid-19 spread widely in China and to more than 190 countries and territories since 
its first confirmed case in Wuhan, China (Susilo et al., 2020; Zu et al., 2020). Formally, World Health 
Organization (WHO) announced Covid-19 as a global pandemic in March 2020. Since the announcement, 
the stock market has experienced a negative significant decline coupled with the increasing number of 
confirmed cases which is bad news for the stock market (Ashraf, 2020; Baker et al., 2020; Gherghina 
et al., 2020; Harjoto et al., 2021; Rahman et al., 2021; Wang & Wang, 2021; Xiong et al., 2020; Yong & 
Laing, 2021). The Covid-19 outbreak caused many problems, one of which was the health impact and 
indirectly had an impact on economic conditions (Putranti et al., 2020). Most of the countries affected are 
proof that there is instability in economic conditions even on a global scale (Burhanuddin & Abdi, 2020).

Many countries in preventing and reducing the rate of transmission of the Covid-19 outbreak 
have made efforts to lockdown, quarantine areas, to large-scale social curbs (PSBB/Pembatasan 
Sosial Berskala Besar). Indonesia, for example, has issued a warning regarding this outbreak. The 
government has comprehensively made efforts to suppress the spread of this outbreak with many 
areas imposing tight social curbs, land and sea transportation restricted and many flights being 
stopped in many countries. Many industries stopped producing and the human movement was 
also prevented between countries, provinces, districts, and cities. As a result of this government 
policy, it makes economic activity unstable. Bash (2020), Ashraf (2020), and Baker et al. (2020), 
empirically proved that the stock market in the affected countries and several global indexes 
experienced a significant decline. They analyzed the increase in the number of confirmed Covid-19 
patients globally with the result being that the market tends to decline on this information. As 
a result of the Covid-19 outbreak, there is uncertainty in the stock market in Australia, so the role 
of the government is needed in efforts to recover and restore confidence in the stock market 
(Rahman et al., 2021). The results of research conducted by Harjoto et al. (2021) showed that there 
are differences in volatility and trading volume in developed and developing countries where 
investors react more to emerging markets. Other empirical evidences showed that market effi-
ciency on the S&P 500 Index has decreased the most compared to the efficiency of the Bitcoin 
market during the extreme Covid-19 events (Wang & Wang, 2021).

Countries affected by the Covid-19 outbreak have shown poor economic conditions, especially in the 
stock market. This condition caused many investors to suffer losses, but on the other hand, they also 
benefited from issuers that performed well during the pandemic. The government as a regulator in 
making policies needs to pay close attention to the condition of the stock market. Without proper policy, 
it will result in a continuous outbreak. Cepaluni et al. (2021) argue that countries with democratic 
political systems have less effective policy responses. The phenomenon of the Covid-19 outbreak caused 
a new, unexpected reaction so that the market response was unable to anticipate which resulted in 
stock investors reacting negatively. This can be seen in the decline in the volatility of stock returns. It was 
noted that the Jakarta Composite Index (JCI) experienced a significant decline in mid-March 2020 after 
the announcement of first case in Indonesia, where the lowest position JCI touched the level of 3,937.63. 
Until the end of 2020, the JCI has not been able to return to the level where it was before Covid-19 and is 
still at the level of 5,621.71. This affects the behavior of investors because they are concerned about their 
funds. The Covid-19 outbreak reflects negative information or bad news. Several times, Indonesia Stock 
Exchange took steps to suspend trading temporarily or trading halt because the JCI had depreciated by 
up to 4%.
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This study aims to examine the market reaction to the Covid-19 pandemic using stocks listed on 
the LQ45 Index, by using the event study method to calculate and analyze the difference in Average 
Abnormal Return (AAR) and Trading Volume Trading (TVA) during the Covid-9 pandemic in Indonesia. 
By using purposive sampling technique with the analysis technique of events study, the contribution 
in this study will be a benchmark for comparison of existing research. More specifically, this research 
determined the formulations in this problem are, firstly, about the Abnormal Return and Trading 
Volume Activity that occurred during the Covid-19 pandemic event using stocks listed on the LQ45 
Index, and secondly, about the differences in Abnormal Return and Trading Volume Activity that 
occurred during the Covid-19 Pandemic in stocks listed on the LQ45 Index.

2. Literature review
The capital market as a place for stock transactions is an avenue for investors. As for those who need 
funds, in this case, the company can invest without having to wait for funds from the company’s 
operations (Pratama et al., 2015). Tandelilin (2010) believes that the capital market in trading 
securities is based on the party having excess funds as a source of proceeds for the company. In 
the event of a meeting between various parties, the company can sell shares and bonds. It can be 
interpreted that there are long-term and short-term financial instruments such as debt, equity, and 
other instruments in transactions on the capital market (Mansyur, 2021; Nupus & Ichwanudin, 2021).

Investors will behave when there is positive information as a good signal. Hartono (2010) 
believes that a positive event direction is a good news in the hope that the market will react 
positively, while the negative event direction will be bad news so that the market responds 
negatively. This opinion implies that the market response to good news will likely provide economic 
value and vice versa, negative market response is more likely credited by bad news. Event studies 
were first introduced by Dolley (1933) stating that most stock prices reacted positively to the stock 
split event. Ball and Brown (1968), Beaver (1968), and Fama et al. (1969) stated that there are 
benefits from accounting profit figures by examining the information content and its timeliness. By 
publishing information on an event, there is a market reaction that occurs by studying the 
information content (Fakhimuddin et al., 2021; Hartono, 2010). Moreover, Strong (1992) revealed 
that there is a relationship between the price of securities and economic growth. This method is 
used to measure the extent to which a certain event affects stock prices. Hartono (2010) explained 
the reasons why event studies are widely used. First, event studies are used to analyze the effect 
of an event on firm value. The second reason is that the event study directly measures the effect of 
events on the company’s stock price at the time the event occurred.

Measuring the magnitude of the impact of an event by assessing the speed at which stock prices 
react to events is used as an assessment of market efficiency (Bodie et al., 2013). It is said to be an 
efficient market where the price of traded securities reflects all available information. Price 
changes in the market are influenced by information that is an opinion (Riswanto, 2021; 
Tandelilin, 2010). Fama (1970) classifies three forms of an efficient market, including weak form, 
half strong, and strong efficient market. In the assumption of market efficiency, McWilliams and 
Siegel (1997) found three assumptions of market efficiency namely market efficiency, unantici-
pated events, and no adverse effects along with the event window. Referring to the opinion on 
market efficiency, there is an element of the speed of adjustment of securities prices so that it 
reflects all available information.

Abnormal return is the difference from the actual return to the normal return which is a retraction 
of investors’ expectations, while the Cumulative Abnormal Return (CAR) is the amount of Abnormal 
Return from the first day to the last day (Hartono, 2010). Trading Volume Activity (TVA) is the sum of 
the volume of each trading transaction that occurs in securities within a certain time. According to 
Hamidi (2008), to analyze stock price movements can use predictions of the trading volume.
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3. Methodology
This research was conducted on stocks listed on the LQ45 Index during the research period, 2018 
to 2021. The population of this study amounted to 45 stocks with sample selection criteria using 
purposive sampling with the following criteria:

1) The company has been listed on the LQ45 index as of the research period

2) The issuers publish complete closing price data during the research period

Based on those criteria, the final sample in this study amounted to 41 stocks. In this study, the data 
analysis technique uses descriptive analysis by looking at the graph of the movement of the average 
abnormal return and cumulative average abnormal return during the event period and statistical 
analysis using the paired sample T-test in determining the abnormal return difference test for each 
event.

The type of research used is an event study. According to Hartono (2010), event study is 
also known as residual analyzes or abnormal performance index tests or market reaction 
tests by studying market reactions to the Covid-19 pandemic events. Using the estimated 
period of 300–400 days to calculate the estimated return, the study period during the Covid- 
19 pandemic, and to measure each event using the 11-day window period where 5 days 
before, 1 day of the event date, and 5 days after the event. This research was conducted 
using data on companies registered in the LQ45 index using the purposive sampling 
technique.

This study uses an estimated period of 300–400 days to calculate the estimated return. 
Furthermore, the research period during the Covid-19 pandemic to measure each event used 
a window period of 11 days where 5 days before, 1 day of the event date and 5 days after the 
event which can be depicted in Figure 1.

Operational measurement of variables for this study refers to McWilliams and Siegel (1997) 
and MacKinlay (1997) in determining the actual return, mean-adjusted model, market model, 

Figure 1. Estimated and win-
dow period length.

Figure 2. AAR, CAAR & TVA after 
Wuhan’s first case of Covid-19. 
Source: data processing, 2021.
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abnormal return, and average abnormal return. Meanwhile, the measurement of trading 
volume refers to Foster (1986) who calculated the trading volume and the average trading 
volume with the following formula: 

Ri;t¼αi þ βi � Rm0t þ Ei;t 

Abnormal Return  

RTNi;t ¼ � Ri;tE Ri;t
� �

Average Abnormal Return  

RRTNt ¼
∑N

i¼1RTNi;t

N 

Data analysis techniques used descriptive analysis and statistical analysis paired sample t-test in 
determining the abnormal return difference test for each event.

4. Results
Descriptive statistics on each phenomenon that occurs when the Covid-19 pandemic is presented 
in Table 1.

Table 1. Descriptive Analysis AAR and ATVA before and after Wuhan first case of Covid19
N Minimum Maximum Mean Std. Deviation

Statistics Statistics Statistics Statistics Statistics
BEFORE AAR 41 −0.019830 0.011760 −0.00194951 0.005859100

AFTER AAR 41 −0.018230 0.028570 0.00457171 0.010772137

BEFORE ATVA 41 0.103233 2.646546 0.40209995 0.424289844

AFTER ATVA 41 0.077566 1.978742 0.48933145 0.518495618

Table 2. AAR and ATVA before and after Indonesian first case of Covid-19
N Minimum Maximum Mean Std. Deviation

Statistics Statistics Statistics Statistics Statistics
BEFORE AAR 41 −0.022730 0.027630 0.00142805 0.011059728

AFTER AAR 41 −0.024580 0.047360 −0.00112756 0.013997624

BEFORE ATVA 41 0.089150 2.298687 0.60055328 0.505768357

AFTER ATVA 41 0.093958 2.318462 0.56193912 0.462069058

Actual return   
= 

Trading Volume Activity 
TVA ¼

P
sharesofcompanyitradedonday� tP

sharesofcompanyiouts tan dingonday� t 
Rt

pt� pt� 1
pt� 1

Mean-adjusted model 

Ri;t

Pt4

j¼ts
Ri;j

T 
E ()

Average Trading volume activity 

ATVAt ¼

Pn

i¼1
TVAi;t

n

Market model
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From Table 1, there is an increase in the average AAR and TVA after the announcement of Covid- 
19 in Wuhan, China. Particularly in Indonesia, the first case of COVID-19 confirmed was on 
2 March 2020. The descriptive results show that the data variants are heterogeneous with a high 
data distribution where the standard deviation value is greater than the average value.

Based on Table 2, there was a decrease in the average AAR and TVA after the first confirmed 
Covid-19 announcement in Indonesia with a high data distribution on share ownership. After the 
announcement, TVA has a homogeneous data distribution.

Based on Table 3, there is an average negative significant reduction in AAR after the announce-
ment of the Covid-19 pandemic by WHO, there is high data deviation. Meanwhile, the average 
volume has an increase that is inversely proportional to stock returns, this is the effect of positive 
information that occurs both at home and abroad so that trade transactions have increased.

Based on Table 4, there was a decrease in AAR and TVA after the announcement of the Jakarta 
Lockdown in April 2020. There was a high data deviation on AAR, low deviations occurred in 
trading volume. The companies with the lowest average occurred in the banking sector, and the 

Table 3. Descriptive statistics of the Covid-19 pandemic announcement by WHO
N Minimum Maximum Mean Std. 

Deviation

Statistics Statistics Statistics Statistics Statistics
BEFORE AAR 41 −0.021830 0.047110 −0.00121561 0.012948840

AFTER AAR 41 −0.045490 0.042790 −0.00459805 0.020282547

BEFORE ATVA 41 0.095498 2.408052 0.58277049 0.458109060

AFTER ATVA 41 0.082936 2.932042 0.61594711 0.601554506

Table 4. Descriptive statistics of Jakarta lockdown announcement
N Minimum Maximum Mean Std. 

Deviation

Statistics Statistics Statistics Statistics Statistics
BEFORE AAR 41 −0.026360 0.044190 0.00969341 0.018058202

AFTER AAR 41 −0.024190 0.023280 0.00082927 0.009846644

BEFORE ATVA 41 0.059914 4.047116 0.92549008 0.838532794

AFTER ATVA 41 0.034385 4.681174 0.90693310 1.039836213

Table 5. Descriptive statistics of the first time vaccination in Indonesia
N Minimum Maximum Mean Std. Deviation

Statistics Statistics Statistics Statistics Statistics
BEFORE AAR 41 −0.025780 0.029310 −0.00545293 0.011349955

AFTER AAR 41 −0.018840 0.016190 0.00050463 0.007777394

BEFORE ATVA 41 0.208129 15.976768 1.79051455 2.626836970

AFTER ATVA 41 0.244228 17.046050 1.90892456 3.212629051
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health service sector company (Hakim, 2017), while the highest changes occurred in the mining 
sector company and the infrastructure sector.

Based on Table 5, there is an increase in the average AAR and TVA after the first vaccination in 
Indonesia in January 2021, there is a high deviation with a standard deviation value of more than 
the average value. The existence of this information makes stock market conditions respond 
positively, as evidenced by the average trading volume increases by up to 190% every day. The 
companies with the lowest returns occurred in real estate companies and the highest change was 
in the mining sector.

Table 6 showed that there is a difference in the Average Abnormal Return on 3–5 trading days 
on the stock exchange, where the average value increases after the event. This means that the 
stock market still responds positively and investors still have the opportunity to get the expected 
return. This condition also indicates the January effect on the LQ45 index. Trading Volume Activity 

Table 6. Paired Sample T-Test Test Results Confirmed Covid-19 in Wuhan China
Mean N t Sig. 

(2-tail 
ed)

Mean t Sig. 
(2-ta 
iled)

Average Abnormal Return Trading Volume Activity
AAR T-5 −0.0020 41 −3.203 0.003 TVA T-5 −1.1958 −1.068 0.292

AAR T + 5 0.0046 TVA 
T + 5

−1.1245

AAR T-4 −0.0023 41 −3.353 0.002 TVA T- 4 −1.2335 −0.675 0.504

AAR T + 4 0.0057 TVA 
T + 4

−1.1827

AAR T-3 −0.0021 41 −3.195 0.003 TVA T-3 −1.3899 −1.390 0.172

AAR T + 3 0.0057 TVA 
T + 3

−1.2815

AAR T-2 −0.0004 41 −1.376 0.177 TVA T-2 −1.4911 −1.612 0.115

AAR T + 2 0.0034 TVA 
T + 2

−1.3595

AAR T-1 −0.0016 41 −1.302 0.201 TVA T-1 −1.5404 1.374 0.177

AAR T + 1 0.0021 TVA 
T + 1

−1.6774

Figure 3. AAR, CAAR & ATVA 
after Announcement of 
Indonesian first case of Covid- 
19. Source: data processing, 
2021.
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test results show no difference in the average which is indicated by a significant value of more 
than 0.05. This means trading transactions are equally good before and after the event.

Based on the results of statistical tests in Table 7, there is no difference in the average abnormal 
return at the time of the announcement of the first confirmation of Covid-19 patients in Indonesia. 
This is evidenced by a significant value of more than 0.05. This means that investors tend to be 
careful in taking steps to transact on the stock market. The results are similar with Irmayani (2021) 
and Khaulis (2020). In another case with Trading Volume Activity, there is a significant difference 
between 1 and 4 trading days on the stock market. A decrease in the value of the transaction also 
decreases the trading volume, meaning that investors tend to sell their shares after the announce-
ment event.

The results of statistical tests presented in Table 8 show that there is a significant negative 
Average Abnormal Return difference 2 days after trading on the stock exchange. The same result is 

Table 7. Paired sample T-test after the first case of Covid-19 in Indonesia
Mean N t Sig. 

(2-tai 
led)

Mean t Sig. 
(2-tail 

ed)
Average Abnormal Return Trading Volume Activity
AAR T-5 0.0014 41 0.876 0.386 TVA T-5 −0.7868 0.932 0.357

AAR T + 5 −0.0011 TVA T + 5 −0.8480

AAR T-4 0.0034 41 1.235 0.224 TVA T- 4 −0.7566 2.551 0.015

AAR T + 4 −0.0009 TVA T + 4 −0.9062

AAR T-3 0.0027 41 1.028 0.310 TVA T-3 −0.6754 3.091 0.004

AAR T + 3 −0.0015 TVA T + 3 −0.8444

AAR T-2 0.0052 41 1.164 0.251 TVA T-2 −0.6160 2.589 0.013

AAR T + 2 −0.0010 TVA T + 2 −0.7648

AAR T-1 −0.0012 41 0.105 0.917 TVA T-1 −0.4563 3.967 0.000

AAR T + 1 −0.0021 TVA T + 1 −0.7629

Figure 4. AAR, CAAR & ATVA 
after WHO announcement of 
the Covid-19 pandemic. Source: 
data processing, 2021.
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shown by the average trading volume activity for 2 to 3 trading days on the exchange. The 
difference between the two instruments is due to the effect of the announcement of the global 
pandemic so that the market quickly responds negatively, in addition to that the decline in trading 
volume causes investors to be cautious in conducting transactions on the stock market. The 
increase in the number of confirmed cases and the number of deaths worldwide due to the 
Covid-19 outbreak resulted in a negative reaction to the stock market and a decline in investor 
confidence. These results are supported by some research (Ashraf, 2020; Baker et al., 2020; Bash, 
2020; Sobar et al., 2021) demonstrating that since the announcement of a global pandemic by the 
World Health Organization the stock market has rapidly declined.

The results of statistical tests show that there are significant differences in Average Abnormal 
Return and Trading Volume Activity in 1–5 trading days on the stock exchange (Table 9). The fact is 
that the confirmed cases of Covid-19 in Indonesia, especially the Jakarta area, are increasing so 
that the Government has taken a stance to carry out a lockdown. The impact is proven to make the 
stock market corrected again. The unanticipated event made investors even more depressed 
because the lockdown was carried out in the Capital Region it would have a huge impact on the 
economy so that companies could not carry out their activities due to the policy.

Table 8. Paired sample T-Test for WHO announcement of the Covid-19 pandemic
Mean N t Sig. 

(2-ta 
iled)

Mean t Sig. 
(2-tai 
led)

Average Abnormal Return Trading Volume Activity
AAR T-5 −0.0012 41 1.229 0.226 TVA T-5 −0,8055 0.596 0.555

AAR T + 5 −0.0046 TVA T + 5 −0.8443

AAR T-4 −0.0015 41 0.851 0.400 TVA T- 4 −0.8178 1.480 0.147

AAR T + 4 −0.0040 TVA T + 4 −0.9278

AAR T-3 −0.0012 41 0.054 0.957 TVA T-3 −0.7645 3.763 0.001

AAR T + 3 −0.0013 TVA T + 3 −1.0946

AAR T-2 −0.0022 41 2.094 0.043 TVA T-2 −0.6389 4.146 0.000

AAR T + 2 −0.0087 TVA T + 2 −1.0542

AAR T-1 −0.0025 41 1.295 0.203 TVA T-1 −0.6454 1.886 0.067

AAR T + 1 −0.0117 TVA T + 1 −0.7492

Figure 5. AAR, CAAR & ATVA 
after Jakarta Lockdown 
Announcement. Source: data 
processing, 2021.
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Statistical results using the Wilcoxon test on Average Abnormal Return show a significant 
difference (Table 10). It is known that the average score after the event showed an increase. 
This means that the information signal is positive so that it has a good impact on the stock market. 
The increasing volatility of returns has made investors believe in the government’s steps in making 
decisions to inject vaccines in Indonesia. On the other hand, the trading volume did not show any 
significant difference. This is due to the pattern of investors still waiting for 2nd vaccination, 
usually conducted 14 days after the 1st vaccination.

Figure 2 about the movement of the Average Abnormal return for LQ45 Index stocks showed 
a varied pattern that tends to be in a negative position. On 30 December 2019, China announced 
that it was confirmed that Covid-19 in Wuhan, the pattern of the AAR movement experienced an 
appreciation for up to 3 trading days. It is known that this effect occurs due to the January Effect 
where investors tend to buy shares at the beginning of the year as evidenced by the trading 

Table 9. Paired samples T-Test after Jakarta lockdown
Mean N t Sig. 

(2-ta 
iled)

Mean t Sig. 
(2-ta 
iled)

Average Abnormal Return Trading Volume Activity
AAR T-5 0.0097 41 3.413 0.001 TVA T-5 −0.4233 3.248 0.002

AAR T + 5 0.0008 TVA T + 5 −0.6103

AAR T-4 0.0110 41 2.323 0.025 TVA T- 4 −0.4646 3.592 0.001

AAR T + 4 0.0024 TVA T + 4 −0.6673

AAR T-3 0.0152 41 3.293 0.002 TVA T-3 −0.4612 4.481 0.000

AAR T + 3 −0.0010 TVA T + 3 −0.7223

AAR T-2 0.0172 41 2.672 0.011 TVA T-2 −0.3867 3.426 0.001

AAR T + 2 −0.0036 TVA T + 2 −0.6025

AAR T-1 0.0306 41 3.243 0.002 TVA T-1 −0.2830 3.868 0.000

AAR T + 1 −0.0077 TVA T + 1 −0.5973

Table 10. Paired sample T-Test & Wilcoxon test for the first vaccination in Indonesia
Mean N t Wilc 

oxon
Mean t Sig. 

(2-tail 
ed)

Average Abnormal Return Trading Volume Activity
AAR T-5 −0.0055 41 −2,808 0.009 TVA T-5 0.0515 0.638 0.527

AAR T + 5 0.0005 TVA T + 5 0.0075

AAR T-4 −0.0065 41 −1,799 0.037 TVA T- 4 0.0696 0.463 0.646

AAR T + 4 −0.0002 TVA T + 4 0.0331

AAR T-3 −0.0095 41 −2,774 0.015 TVA T-3 0.0982 1,133 0.264

AAR T + 3 0.0007 TVA T + 3 0.0059

AAR T-2 −0.0109 41 −3,216 0.004 TVA T-2 0.0901 1,300 0.201

AAR T + 2 0.0059 TVA T + 2 −0.0496

AAR T-1 −0.0017 41 −1,041 0.138 TVA T-1 −0.0019 0.584 0.563

AAR T + 1 0.0060 TVA T + 1 −0.0783

Yunus Kasim et al., Cogent Business & Management (2022), 9: 2024979                                                                                                                           
https://doi.org/10.1080/23311975.2021.2024979

Page 10 of 15



volume that tends to increase. With the information on Covid-19 in Wuhan China, the chances of 
getting the return that investors expect are still good.

Figure 3 analyzing the Average Abnormal Return movement before the date of confirmation of 
Covid-19 patients in Indonesia tends to fluctuate highly. Until there is a negative drop after the 
date of the event. It can be seen that investors tend to be cautious in their transactions on the 
LQ45 index stock market. Moreover, this is the first case in Indonesia where investor concerns will 
continue if this outbreak continues to increase. The pattern of trading volume movements tends to 
fluctuate, which showed the decline in investor interest in making transactions on the stock 
market.

The increasing number of confirmed cases and cases of death due to the Covid-19 outbreak has 
made the World Health Organization take decisive steps in dealing with this, as evidenced by the 
fact that since it was announced as a global pandemic, the stock market has depreciated deeply 
(Figure 4). Empirical evidence in this study supports previous studies showing significant declines in 
stock markets in several countries and in global indices (Ashraf, 2020; Baker et al., 2020; Bash, 
2020; Wahyuni & Praninta, 2021). Harjoto et al. (2021) revealed a decline in stock returns due to 
the increase in deaths, and the most influential was the stock market of developing countries. In 
addition, a more specific effect occurs in developing countries that are economically connected to 
several developed countries which makes the stock market experience pressure with an economic 
slowdown (Fernandez-Perez et al., 2021). Also, as a developing country that is economically 
connected to cooperation with several developed countries, the stock market is under pressure 
with a weakening economy (Fernandez-Perez et al., 2021). When viewed on the movement of the 
LQ45 index, the stock market responds very quickly to this information. The volatility of the decline 
occurs on the day the information is announced. This condition makes foreign investors choose not 
to transact on the stock market to protect their funds. However, the government quickly took 
several policies related to the handling of the Covid-19 outbreak by providing stage II stimulus 
assistance to provide employee tax incentives, import taxes, and relaxation of imports of incoming 
goods amounting to 147.9 trillion. Not only domestic policy, but the decline in US bank interest 
rates also caused the stock market to experience a significant increase. However, this condition did 
not last long, because this policy was only a temporary measure to safeguard the United States 
economy due to the Covid-19 outbreak. Foreigners recorded net sales of 258.5 trillion again on the 
4th trading day. This is because Bank Indonesia did not respond to the FED policy of participating in 
lowering interest rates. So that investors tend to sell their shares.

The increasing number of Covid-19 cases in Jakarta prompted the government to take steps to 
carry out a lockdown (Figure 5). The return of the stock market responded negatively to this policy 

Figure 6. AAR, CAAR & ATVA for 
the First Vaccination in 
Indonesia. Source: data proces-
sing, 2021.
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where quickly the response of investors was so bad that the stock market experienced a decline 
after 1 trading day. There was an increase in the volatility of stock returns up to 4 trading days 
where investors tend to be very quick in responding to any news so that movements are very 
difficult to predict. Stock volatility declined again on the 5th day of trading. This was due to Bank 
Indonesia still maintaining its 7day reverse repo rate of 4.5% (Figure 6).

The government announced that it had bought 2 million doses of the Sinovac vaccine from 
China, which investors welcomed the news to restore investor confidence in the stock market. Until 
13 January 2021, the government officially injected vaccines in Indonesia, which made the stock 
market react positively (Table 5). The findings showed that where there is an increase in stock 
market volatility, there are still indicators of anxiety about the increase in the Covid-19 case. The 
weakening of the rupiah exchange rate against the US dollar was bad news for the stock market so 
that it experienced a significant decline on the 3rd day of trading. Investor patterns that are 
increasingly difficult to predict make stock market performance unstable. Overall, the findings are 
in line with previous studies demonstrating abnormal return in stock market during Covid-19 
pandemic (Dang Ngoc et al., 2021; Fernandez-Perez et al., 2021; Gherghina et al., 2021; Rouatbi 
et al., 2021).

5. Conclusions
The results of the study found that there was AAR and ATVA at the beginning of the confirmation 
of Covid-19 in Wuhan China showed an upward trend, decreased volatility was seen at the time of 
the announcement of Covid-19 in Indonesia, a significant negative decline occurred when the 
World Health Organization (WHO) announced the Covid-19 outbreak. as a global pandemic. Until 
the announcement of the lockdown in Jakarta in April 2020, it was seen in the volatility of returns 
and fluctuating trade volume. The return of investor confidence in stocks occurred in January 2021 
when the Indonesian government officially conducted the first vaccination. Statistically, the 
announcement of the Jakarta lockdown showed a significant negative difference, while the 
incidence of vaccination in Indonesia showed a significant and positive difference.

Some important points are needed to specify. First, this study empirically provides evidence that 
the LQ45 index stock market showed an increasing trend at the beginning of the confirmed Covid- 
19 in Wuhan China, the volatility of stock returns has decreased since the confirmation of Covid-19 
patients in Indonesia, to concerns about the spread of the outbreak throughout the world. The 
negative impact occurred after the World Health Organization announced it was a global pan-
demic and continued until the Jakarta government carried out an area lockdown, resulting in the 
loss of investor confidence in the stock market. The increased mobility has been seen since the 
government gave the first vaccine in Indonesia in January 2021.

The conclusion of the study was obtained by analyzing five events from the initial confirmation of 
Covid-19 in Wuhan, China in December 2019 until the announcement of the first vaccine adminis-
tration in Indonesia in January 2021. The results of the research can be elaborated on several 
important points. At first, the LQ45 stock market reacted positively since the confirmation of the 
Covid-19 outbreak in Wuhan. This reaction occurs because investors consider the information not 
likely to be bad news. A significant decline has occurred since the first confirmed Covid-19 patients in 
Indonesia, to concerns about the spread of the epidemic and the increase in confirmed patients in 
various countries.

The negative impact occurred after the World Health Organization (WHO) announced the Covid- 
19 outbreak as a global pandemic, and the implementation of a regional lockdown in Jakarta. in 
April 2020. This was marked by the loss of investor confidence in the stock market.

The limitation in this study is that it only uses stocks listed on the LQ45 index. As a theoretical 
recommendation, further research is expected to use all shares in JCI with a longer period. 
Managerially, companies included in the LQ45 are advised to maintain performance amid the 
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Covid-19 pandemic, and take advantage of the role of digitalization, especially companies market-
ing services, banking, telecommunications or other industries. For investors, it is advisable to 
choose companies with a low level of risk during the Covid-19 pandemic and choose investment 
instruments in telecommunication companies and food & beverage companies in connection with 
increasing online-based services and people’s consumption needs.
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