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 Purpose – This study aimed to examine the information content 
contained in the first event of the COVID-19 outbreak in Indonesia 

on March 2, 2020, by analysing abnormal return and stock trading 
volume activity in the tourism, transportation, textile, medical 
device, pharmaceutical and food and beverage sectors around the 
event 
Methodology/approach – This study used quantitative research 
with an event study approach. The samples were selected with 

purposive sampling as a sampling technique. The hypothesis test 
using the abnormal return indicators was carried out by conducting 
a statistical test of the average abnormal return for each event, 
while the hypothesis test using the trading volume activity 
indicators was carried out by conducting a paired-difference 
samples t-test by comparing the t-statistic value with the t-table 

value on the average trading volume activity before and after with 
the t-table value and 243 Latvian, 103 Estonian, and 109 
Lithuanian entrepreneurs.  
Findings – The findings showed that when the first event of the 
COVID-19 outbreak occurred in Indonesia, there was a market 
reaction in the tourism, transportation, textile, medical device, 

pharmaceutical and food and beverage sectors.  
Novelty/value – The test result is important to show the difference 
test results of the two average trading volume activities during the 
first event of the COVID-19 outbreak in Indonesia showed that 
there was significant trading volume activity in the medical device 
and pharmaceutical sectors.  

Keywords: Event Study, COVID-19, Abnormal Return, Trading 
Volume Activity 
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INTRODUCTION 

The capital market is one of the economic instruments that cannot be separated from the 

influence of surrounding economic events, such as micro-economic events like announcements of 

dividend distribution (Puspaningtyas, 2019, (Iskamto, 2015; Lubis & Irawati, 2022; Sukmadewi, 

2021; Sunaryo, 2022)), announcements of corporate alliances (Burton, 2005) and announcements of 

corporate earnings (Choi, 2019) as well as macroeconomic events like the growth of Gross Domestic 

Product in a country and monetary policies (Chen et al., 2005; Hussain et al., 2018). The existence of 

information related to public events that can cause market reactions certainly has a very important role 

for investors. This is because investors use this public information in their decision making (Fama 

1970; Jogiyanto 2017). At the end of December 2019, it was announced that in Wuhan, Hubei, China 
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there was a Novel Coronavirus Disease (COVID-19). The disease is thought to have originated from 

seafood and wild animals traded in the Huanan market of Wuhan. Then, on January 22, 2020, the 

WHO declared this outbreak an international health emergency. The impact of the COVID-19 

pandemic not only gives anxiety about the spread of the virus but also provides a blow to the global 

economy. This event is an unexpected event—and some parties have considered it to be an event that 

will affect the future of the world economy. The COVID-19 outbreak also has an impact on world 

capital markets, as it undermines investor sentiment and lowers stock prices in major capital markets 
(CNBC, 2020).  

On March 2, 2020, the President of the Republic of Indonesia with the Minister of Health 

announced the first 2 cases of COVID-19 that occurred in Indonesia (Kompas, 2020). The 

announcement of the first 2 cases of COVID-19 caused the IDX Composite (or, Jakarta Composite 

Index (JSX)) to react. On March 4, 2020, the Ministry of Tourism and Creative Economy postponed 

promotions and incentive plans to attract foreign tourists to countries affected by the COVID-19 

pandemic. Then on March 5, in a day, the JSX decreased by 0.21% and on March 6, it decreased 

again by 1.11% (CNBC, 2020). The decline in the tourism sector in Indonesia also have a negative 

impact in terms of restrictions on public transportation, restrictions on work activities outside the 

house and the purchase of food and beverages at cafes and restaurants may only be taken home. An 

event study for non-economic events, in this case is the COVID-19 outbreak, needs to be done to see 

how the Indonesian capital market reacts when a pandemic event occurs. Besides, it is hoped that an 

event study on the COVID-19 outbreak can be used to see if the outbreak resulted in a significant 

change in companies’ value, so that later companies can take more appropriate policies when a similar 

event occurs. 

Based on this background, the research questions are as follows: 

1.1.  Did the announcement of confirmed COVID-19 patients in Indonesia—before, the day of the 

event, and after it—react to the capital market, especially in the tourism, transportation, textile, 

medical device, pharmaceutical and food and beverage sectors?  

1.2.  Does the announcement of confirmed COVID-19 patients in Indonesia—before, the day of the 

event, and after it—react to stock trading volume activity in the tourism, transportation, textile, 

medical device, pharmaceutical and food and beverage sectors? 

 

LITERATURE REVIEW   

2.1.  Fama's Efficient Market Theory (1979) It is stated that the efficient market theory is an 

efficient condition that is formed when all stock prices are formed because they reflect all the 

relevant information content that is available quickly and accurately. The existence of relevant 

information is expected to be used by investors in making decisions. The relationship between 

security prices and information is the main key used in measuring efficient markets (Hartono, 

2010). Fama (1979) states that the market efficiency hypotheses are divided into three types of 

information, namely weak form, semi-strong form and strong form of market efficiency. 

a.  Weak form of market efficient.  

Weak form of market efficiency states that capital market conditions are efficient when 

security prices fully reflect the information contained in the past. Bodie, et al (2014) 

explain that past information has conveyed signals that investors rely on for future 

performance, which causes investors to learn to take advantage of these signals. 
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b. Semi-strong form of market efficiency.  

The semi-strong form of market efficiency states that market conditions are efficient 

when security prices are formed against published information. Fundamental data on 

company lines, quality of management in the company, estimated company earnings and 

accounting practices are the scope of information used (Bodie et al, 2014). 

c.  Strong form market efficiency.  

Strong form of market efficiency states that market conditions are efficient when both 

published information and the presence of private information formed the security prices. 

2.2.  Market Reaction  

It is an event that contains information that is surprising or is not expected to cause a reaction to 

the capital market. Market reaction can be proxied by the presence of abnormal return. The 

existence of a market reaction can change the company value because of the information that 

has economic value. An event is considered as good news if the event contains economic value 

that can increase the company value and vice versa (Hartono, 2018). Therefore, investors use 

information relevant to market conditions as an effort to make decisions (Suryawijaya & 

Setiawan, 1998). 

2.3.  Event Study  

It is a methodology that is generally used in financial, economics, accounting, marketing, 

politics, information systems and other social studies (Hartono, 2010). To test the reaction of 

the capital market, the event study method is used to the events that contain information on the 

Indonesian stock exchange. 

2.4.  Trading Volume Activity  

It is a variation of the event study which is measured by comparing the number of company 

shares traded with the total number of outstanding shares in the same time period (Suryawijaya 

and Setiawan, 1998). To measure market reaction, trading volume activity is another indicator 

used in addition to abnormal return. Trading volume can experience a sharp increase when 

unexpected events occur regardless of whether they are good or bad news. The existence of 

information gaps can also result in a change in Trading Volume Activity in unexpected events, 

but this does not apply to scheduled event. 
 

METHOD 

3.1.  Data Collection and Data Analysis Techniques  

This study used secondary data from the Indonesia Stock Exchange. In data collection, the 

method used was the documentation method. The observation period in this study was 121 days 

consisting of: 

a.  The estimation periods. It is a time span that can be used to calculate the expected return 

of stock prices. The range of the estimation period used in this study was 100 trading 

days, namely t11 to t-110.  

b.  The window periods. It is the time span of the event occurred and its effect. It is called a 

window because there are events that occur, and their effects are assumed to be 

observable through the existing window. The length of the window period used in this 

study was 21 days, namely 10 days before the event, 1 day of the event, and 10 days after 

the event.  

Data analysis techniques used in this study include: 

a.  Calculating the return of realized stock during the study estimation period, which was 

100 days and the event period (window period), which was 21 days.  

b.  Calculating the stock market index return during the estimation period and the event 

period 

c.  Calculating the expected return of the market model.  

This study used risk adjusted models, namely the market model. Using a model based on 

risk adjusted will give better results because economically risk plays a role in 

determining return. Calculations can be done by forming an expectation model using 

realization data during the estimation period then this expectation model can be used to 

estimate the expected return in the window period. 
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d. Calculating the abnormal return.  

e.  Calculating the average abnormal return, every day during the event period.  

f.  Calculating the accumulation of abnormal return from the event period from the 

minimaxing of security. 

g.  Calculating the standard error of the estimate based on the average return during the 

estimation period. 

h.  Conducting a t-test by dividing the abnormal return value with the standard error of the 

estimate value. 

i.  Conducting a t-test of portfolio returns (average return of all k-security) on day -t in the 

event period. 

3.2  Trading Volume Activity 

It can be done with the following details: 

a.    Calculating the trading volume activity during the stock trading studied during the event 

period can be done with the following formula:  

TVA i.t =  ∑ Shares of company i traded 

∑Company i 's outstanding shares 

b.  Calculating the abnormal trading volume activity for all stocks studied during the event 

period can be done with the following formula:  

ATVA = ∑ t=+10 t=−10 TVA t −TVA t−1uz 

                                TVAt−1 

The population used in this study were all companies listed on the Indonesia Stock Exchange 

during the first event of the COVID-19 outbreak in Indonesia, with a total of 699 companies. 

This study used purposive sampling as a sampling technique. This study used a sample of 118 

companies in the tourism, transportation, textile, food and beverage industries as well as the 

pharmaceutical and medical device industries listed on the Indonesia Stock Exchange. The 

company sample data collected were closing price data during the estimation period and 

window period. Based on these data, the calculation of the average stock return, average market 

return average abnormal return are calculated throughout the estimation period from December 

24, 2019 to February 14, 2020 (100 days) and the window period from February 17, 2020 to 

March 16, 2020 (21 days) with the detail periods of t-10 (10 days before the event), t0 (1 day of 

the event), and t+10 (10 days after the event). 

 

RESULT AND DISCUSSION 

Hypothesis test 

The hypothesis test using the abnormal return indicators was carried out by conducting a statistical 

test of the average abnormal return of the stock, on each day of the event period. Meanwhile, the 

hypothesis test using the trading volume activity indicators was carried out by conducting a paired-

difference samples t-test by comparing the t-statistic value with the t-table value on the average 

trading volume activity before/after with the t-table value. 

This study aimed to find out how the information contained in the first event of the COVID-19 

outbreak in Indonesia on March 2, 2020, affected companies in the tourism, transportation, textile, 

medical device, pharmaceutical and food and beverage sectors. To see how the market reacts to these 

events, an event study was conducted. 
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Table 1. Results of Abnormal Return Test of All Sectors during the Event Period 

 

 

 

 

 

 

 

 

 

 

 

 

The first event of the COVID-19 outbreak in Indonesia was bad news for the tourism, transportation 

and health sectors. There was a decrease in the number of foreign tourists coming to Indonesia. Also, 

there were government policies related to the implementation of social distancing and reducing crowd 

rules to prevent the spread of COVID-19. COVID-19 is still relatively new and when it first outbroke 

in Indonesia, people did not really understand this virus. The government's incentive, at that time, 

only focussed on how to recover the tourism and aviation sector by selling airplane tickets at low 

prices and there weren’t any incentives for medical devices when this virus it first outbroke in 

Indonesia. 

The first event of the COVID-19 outbreak in Indonesia was good news for the textile, pharmaceutical 

and food and beverage sectors. When the event of the COVID-19 outbreak occurred in Indonesia, the 

government required the public to use masks as a mandatory health protocol. This of course causes 

the textile industry to increase production, especially in personal protective equipment like masks. So, 

investors perceived COVID-19 as good news for textile sector companies. The existence of 

government policies related to the implementation of social distancing and reducing crowd rules has 

led to an increase in people's consumption of medicines such as multivitamins—also, food and 

beverages. Even, there was hoarding and stockpiling by the public which has caused a shortage of 

multivitamins and masks. Therefore, the first event of the COVID-19 outbreak was considered good 

news for the textile, pharmaceutical and food and beverage sectors. This was reflected in the presence 

of positive abnormal returns around the event. 

The statistical test of the abnormal return value on the trading volume activity value before and after 

the event was intended to determine whether the COVID-19 outbreak in Indonesia has a significant 
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impact on stock trading volume in the tourism sector. The results of the statistical test on trading 

volume activity are shown in the following table. 

Table 2. Difference Test Results in Average Trading Volume Activity Before and After the Event 

 

 

 

 

 

 

 

 

 

 

Based on the difference test results of the two average trading volume activities during the first event 

of the COVID-19 outbreak in Indonesia, it was found that the tourism, transportation, textile and food 

and beverage sectors had no significant trading volume activity. Although there was an increase and 

decrease in trading volume activity in the five sectors, it was temporary and not prolonged. 

Table 3. Difference Test Results of Two Averages TVA during the First COVID-19 Outbreak in Indonesia 
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The results of the difference test results of the two average trading volume activities during the first 

event of the COVID-19 outbreak in Indonesia showed that there was significant trading volume 

activity in medical device and pharmaceutical sectors. The significant difference in average trading 

volume activity in the medical device sector was probably due to investors selling their stocks in this 

sector. In addition, investors were also likely to respond negatively to this event, thereby deciding to 

sell their stocks in the medical device sector. Meanwhile in the pharmaceutical sector, the significant 

difference in average trading activity was probably due investors buying the stock in this sector. 

Furthermore, the obligation to wear masks will certainly increase revenue from textile sector 

companies, which will make investors respond positively to this news so they decide to buy the stock 

in this sector. 

 

CONCLUSION 

Based on the results of hypotheses testing and the description that have been presented in previous 

chapters, the conclusions that can be drawn in this study are as follows. H1 states that the first event 

of the COVID-19 outbreak in Indonesia reacts to stock in the tourism, transportation, textile, medical 

device, pharmaceutical and food and beverage sectors. The H1 test results showed that there was 

market reaction around the COVID-19 announcement in Indonesia, thus H1 is supported. The first 

event of the COVID-19 outbreak in Indonesia was an event that contained information that could 

trigger a market reaction. After the announcement of the first confirmed COVID-19 patients in 

Indonesia, companies in the tourism, transportation and health sectors received negative market 

reactions, while companies in the textile, pharmaceutical and food and beverage sectors, received 

positive market reactions. H2 states that the first event of the COVID-19 outbreak in Indonesia reacts 

to stock trading volume activity.  The H2 test results showed that there were differences in trading 

volume activity in the period before and after the first event of COVID-19 outbreak in Indonesia in 

certain sectors. H2 is supported in the medical device and pharmaceutical sectors but it is not 

supported in the tourism, transportation, textile and food and beverage sectors 
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