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Abstract. This research aims to determinafferences in strange returns and
stock liquidity before and after the rights issue. The objects of this research were
companies registered on the 2018-2021 Indonesian Stock Exchange. This research
used a quantitative approach with secondary data. Documentation techniques were
used for data collection. This study used purposive sampling so that out of 111
companies, only 38 companies met the sample criteria—data analysis techniques
using descriptive aaysis, normality tests, and difference tests. The results of this
research show thatfiere are differences in strange stock returns before and after
the rights issue. The Wilcoxon test results show a value of 0.002 which is less
than 0.05. There is also no difference in stock liquidity before and after the rights
issue. The Wilcoxon test results obtain a value of 0.446, greater than 0.05.
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1 Introduction

The country’s fast-growing economic development makes many companies want to
improve their performance and require more capital for the company’s business interests.
To obtain the desired capital, companies can raise funds through transaction mechanisms
in the capital market by listing shares on the stock exchange or commonly referred to as
going public.

A go-public company is a company that has sold and registered company shares on
the Indonesian stock exchange. From data from the website www.ojk.go.id, in the 2021
period, a total of 766 companies were registered on the Indonesian stock exchange. In
addition, if a registered company still needs additional capital, the company can take
corporate action by issuing new shares through a rights issue policy.

A rights issue is a form of company action and policy that gives the old stockholders
the right to purchase additional shares when the company issues new shares [1]. The
implementation of the rights issue occurs every year. From 2018 to 2021, it was recorded
that 111 companies carried out rights issues. During the rights issue, the old shareholder
of the company can also purchase shares below the market price. This can lead to a
positive signal response, or it can also be a negative signal for stock prices and also stock
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liquidity. The response of positive or negative signals from the stock price can be known
through measurement using abnormal returns. Meanwhile, it can be calculated through
trading volume activity to see the response of stock liquidity.

normal return is the difference between an actual return and a desired return. In
the implementation of a rights issue, the price of the com ’s shares to be issued is
often below the market price; if the price of the shares issue the company has a price
below or above the market price, the difference will cause positive or negative abnormal
stock returns on the company’s stock price. Share liquidity can increase along with an
increase in the circulation of company shares. The more shares circulated, the higher the
liquidity of the company’s shares. Trading volume activity is one of several indicators
that can be used to measure the liquidity level of a company’s shares. Many studies have
been conducted on the éect of rights issues on abnormal returns and stock liquidity.

Dwita [2] conclude@®iat there was no significant difference between abnormal stock
returns before and after the rights issue announcement. In contrast, a difference of sig-
nificance was found before and after the rights issue in tﬁing volume activity. This
research did not align with what Widyatmoko [3] said, tha®#iere is a significant differ-
ence between abnormal stock returns and volume trading activity before and after the
rights issue announcement. Considering that rights issues can be helpful information
thagginvestors need in making investment decisions, in this study, the authors intend to
temether there were differences in abnormal returns and liquidity stock before and
also after the rights issues carried out by many companies registered on Indonesia Stock
Exchange during 2018-2021 period. A capital market is a place that brings together
owners of capital and recipients of capital by buying and selling securities.

According to Hidayat [4], the capital market is a place that trades various types of
investment instruments in the form of stocks, debentures, derivatives, and other valu-
able securities. Meanwhile, according to Sudirman [1], the capital market is a place for
securities or securities transactions such as stocks, warrants, bonds, rights, and other
instruments to take place through securities and underwriters in a structured and orga-
nized manner. A rights issue is a form of action and decision made by a company if
the company needs additional capital other than from banking. According to Sudirman
[1], a rights issue is a security or the right to purchase shares when the issuer issues
new shares addressed to the old shareholder of the company. According to Suganda [5],
signaling theory is used to explore management activities when explaining to investors
and then influencing investors’ perceptions of the state of the company.

Signaling theory explains issuer or company information conveyed to the general
public. This will bring investors to be able to evaluate the ability of a company before
making investment decisions. In addition, investors are expected to understand what
risks they will face when investing and consider the amount of money they will place
into investing because the amount of risk to be faced descrikes the size of the investment
that will be placed in the company [6]. Handini [7] said th normal return is the differ-
ence between actual return and expected return which can occur before the information
is officially published, or leakage of information occurs after official information is pub-
lished. The magnitude of the abnormal return is influenced by how much information
content is absorbed by investors; if there is a significant change in stock prices, then



70 R. Ardiansyah et al.

there is a possibility of good information content from the rights issue policy. So, with a
1i issue, investors can enjoy the benefits when the company conducts a rights issue.

1: There is a significant difference between abnormal stock returns before and after
the rights issue.

Stock liquidity is a convenience for investors in buying and owning company shares
in the capital market and turning them into cash. Meanwhile, according to Harahap [8],
stock liquidity can be interpreted as how often a stock sells in a certain period. Several
methods cagghe used to determine a stock’s liquidity level in the capital market, one of
which is th&#ading volume activity indicator. Trading volume activity is an indicator
that can be used to find out hoggliquid the company’s shares are traded [5]. Meanwhile,
according to Widyatmoko [9]¥#ading volume activity (TVA) is one of the indicators
used to find out and calculate the market in response to the circulation of information in
the capital market.

H2: There is a difference between stock liquidity before and after the rights issue.
This study has two (2) independent variables: 1) abnormal returns and 2) stock liquidity.
Stock liquidity in this variable uses trading volume activity. The dependent variable in
this study is the rights issue.

2 Research Method

This research applied a quantitative approach by focusing on financial management,
primarily on abnormal returns and stock liquidity. This research was conducted in many
companies that conducted rights issues in 2018-2021 and registered on the Indone-
sian stock egchange. The population in this study was 111 companies that conducted
rights issue the Indonesian Stock Exchange in 2018-2021. The sampling technique
used was purposive sampling with specific criteria. The data source in this study was
secondary data. This study used quantitative data from financial reports, stock prices,
and stock trading volume of companies that carried out rights issues in 2018-2021. The
technique used in collecting data in this study applied documentation techniques derived
from financial reports, stock prices, and stock trading volume of companies conducted
rights issues in 2018-2021. This study used descriptive analysis and then performed a
test of normalityglf the data is distributed as normal data, the hypothesis test can be
performed usin% paired sample t-test. However, if it is not normally distributed, it
can be performe®®5ing a non-parametric test, namely the Wilcoxon test.

3 Results and Discussion

Table 1 shows the ggsults of the descriptive analysis.

Table 2 showS@tie results of the normality test using the Kormogorov Smirnov
method.

The normality test results in Table 2 show that data from all variables have a value of
< 0.05, indicating that all data is not normally distributed. This study used the Wilcoxon
te&ecause the data were not normally distributed.

ased on the Wilcoxon test from Table 3, it can be seen that the abnormal return
value is 0.002 < 0.05, which means that the abnormal return before and after the rights
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Table 1. Descriptive Analysis Data.

N Min Max Mean Std. Dev
Ar Bef 38 —0.0262 0.0125 —0.003665 0.0084801
Ar Aft 38 —0.0091 0.0306 0.004535 0.0094199
TVA Bef 38 0.0000 0.0011 0.000053 0.0001810
TVA Aft 38 0.0000 0.0002 0.000026 0.0000409
Valid N (listwise) 38

Table 2 &8Xormality Test.

One-Sample Kolmogorov-Smirnov Test

AR Before AR After TVA Before | TVA After
N 38 38 38 38
Normal aflean —0.003665 | 0.004534 | 0.000053 0.000026
Parameters™” d. Deviation | 0.0084801 | 0.0094199 | 0.0001810 0.0000409
Most Extreme | Absolute 0.176 0.208 0.402 0.262
Differences Positive 0.069 0.208 0.402 0.262

Negative —0.176 —0.107 —0.386 —0.259
Test Statistic 0.176 0.208 0.402 0.262
Asymp. Sig. (2-tailed) 0.005¢ 0.000¢ 0.000¢ 0.000¢
Abnormal Return (AR)

Trading Volume Activity (TVA)

Table 3. Wilcoxon test.

Ar After - Ar Before TVA After - TVA Before
z —3.038P —0.761¢
Asymp. Sig. (2-tailed) 0.002 0.446

normal Return (AR)
Trading Volume Activity (TVA)

issue shows a significant difference before and after the company conducts rights issue.
While in stock liquidity, the obtained value of 0.446 is > 0.05, signifying no si%cant
difference in stock liquidity before and after the companyggonducts a rights issuc®®ased
on the results of the Wilcoxon test on abnormal returns, th&#Symp value obtained. Sig (2-
tailed) of 0.002, which is smaller than 0.05, signifying that the abnormal return on stock
before and after the rights issue has a significant difference. The results of this research
support the first hypothesis which says that there is a significant difference in abnormal
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Qtums before and after the rights issue. This indicates that the rights issue policy can
influence ggvestors’ preferences in making investment decisions which can have an
impact oxﬁe difference in abnormal stock returns before and after the rights issue.
The difference in abnormal stock returns is because investors consider that the rights
issue carried out by the company is a positive signal that can improve the company’s
performance so that investors hope to get high profits if investors make transactions.
The results of this research are in lige with Widyatmoko [9]. Based on the results of the
Wilcoxon test on stock liquidity, th&#Symp value obtained Sig. (2-tailed) of 0.446, greater
than 0.05, signifying that stock liquidity before and after the rights issue has no significant
difference. In theory, the existence of a rights issue policy will increase the number of
outstanding shares, so it is expected to increase the liquidity of the company’s shares.
There is no difference in the liquidity of the shares because investors are not interested
in selling their shares aftgg purchasing the rights issue shares. This is evidenced by
the absence of significant&ifferences in trading volume activity before and after the
company’s rights issue. The results of this study are in line with Nurmala [10], who
revealed no significant difference in stock liquidity before and after the rights issue
announcement.

4 Qonclusion

From the results and discussion in this research, it can be summed up that abnormal
returns have significant differences before and after the rights issue. The rights issue
policy is a positive signal that makes investors hope they will get high profits if they
invest. On the other hand, stock liquidity does not experience a significant difference
before and after t}ﬁghts issue. This happens because investors are reluctant to sell their
shares, resulting i significant difference in trading volume activity, which makes the
stock liquidity before and after the rights issue not significantly different.

References

1. M. Hidayat, C.I. Musa, S. Haerani, and I. Sudirman, “The Design of Curriculum Development
Based on Entrepreneurship through Balanced Scorecard Approach.,” Int. Educ. Stud., vol. 8,
no. 11, pp. 123-138, 2015.

2. H. Dwita, S. N. Lubis, and S. I. Kusuma, “Analisis Usaha Ternak Kambing Etawa (Studi
Kasus: Desa Paya Geli Kecamatan Sunggal Kabupaten Deli Serdang),” J. Soc. Econ. Agric.
Agribus., vol. 5, no. 1, 2016.

3. M. G. K. Indarti and J. Widiatmoko, “The effects of earnings management and audit quality
on cost of equity capital: empirical evidence from indonesia,” J. Asian Financ. Econ. Bus.,
vol. 8, no. 4, pp. 769-776, 2021.

4. E. Suprapti, Q. Qonita, and A. S. Hidayat, “Analysis of Financial Performance in Predicting
Earning Growth,” J. Account. Strateg. Financ., vol. 2, no. 1, pp. 70-81, 2019.

5. T.R. Suganda, Teori dan Pembahasan Reaksi Pasar Modal Indonesia. Puntadewa, 2018.

6. R. Fauziah, “Analisis Right issue Terhadap Abnormal Return Dan Trading Volume Activity
(Studi kasus pada Bursa Efek Indonesia periode 2013-2017),” 2018.

7. M. M. Sri Handini and M. M. Erwin Dyah Astawinetu, Teori portofolio dan pasar modal
Indonesia. Scopindo Media Pustaka, 2020.



Analysis of Differences in Abnormal Return and Stock Liquidity 73

8. K. Harahap, “How to Get Daily Capital Gain in Covid-19 Pandemic Period?(Case study:
Indonesia Stock Exchange),” Int. J. Bus. Stud., vol. 6, no. SI, pp. 44-53, 2022.

9. M. K. Widyatmoko, A. Y. I. Suja’i, and A. Salim, “Effect of Right Issue Announcement
on Abnormal Return and Stock Trading Volume (Case Study on Companies Listed on
the Indonesia Stock Exchange),” Budapest Int. Res. Critics Institute-Journal, vol. 5, no. 2,
pp. 12306-12317, 2022.

10. D. Firmansyah, N. Ahmar, and J. M. V Mulyadi, “The Effect of Leverage, Size, Liquidity,
Operating Cash Flow on Fixed Asset Revaluation,” Indones. Account. Rev., vol. 7, no. 1,
pp- 3143, 2017.

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
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