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Abstract 

Market reaction shows how investors respond to information, which 

affects the stock price and trading volume. Analyzing market reaction is 

important for companies and investors. The BI7DRR policy is important 

information that causes a reaction in the stock market. The published 

information is part of the efficient market in semi-strong form, which 

was examined by the event study. This study aims to examine the 

market reaction using average abnormal return and average trading 

volume activity. The research sample consists of 23 companies, which 

continuously listed on LQ45 Stock Index, selected using purposive 

sampling. To examine the hypotheses, this study uses the Paired Sample 

T-Test and the Wilcoxon Signed Rank Test. The research found a 

difference in average abnormal return before and after BI7DRR interest 

rate cut, while the average trading volume activity showed no difference 

before and after the event. Conversely, the market reaction test during 

the interest rate hike shows a difference in the average abnormal return 

and the average trading volume activity before and after the event. 

These conditions indicate that the stock market reacted significantly to 

the information and was inefficient in semi-strong form. 

Keywords: Market Efficiency, Event Study, Abnormal Return, Trading Volume Activity 

 

INTRODUCTION 

Marke$t re$action re$fle$cts how information is re$sponde$d by inve$stors, which 

cause$s change$s on stock price$s and stock trading volume$s. Marke$t re$action analysis is 

he$lpful for companie$s to se$e$ how e$ve$nts affe$ct inve$stor se$ntime$nt, so that companie$s 

can de$ve$lop appropriate$ financial and ope$rational strate$gie$s to avoid the$ risk of falling 

stock price$s, while$ from the$ inve$stor side$, marke$t re$action analysis is use$ful for 

de$te$rmining appropriate$ and profitable$ inve$stme$nt de$cisions. Inve$stor de$cisions are$ 

shown by buying and se$lling stock transactions that are$ influe$nce$d by the$ information 

re$ce$ive$d (Sayudha & Rasmini, 2021).  
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 The$ conce$pt of e$xamining information conte$nt is e$xplaine$d in a hypothe$sis 

known as the$ E$fficie$nt Marke$t Hypothe$sis (E$MH). The$ E$MH state$s that stock price$s are$ 

quickly e$valuate$d toward a ne$w e$quilibrium price$ and re$fle$ct all available$ information 

(Tande$lilin, 2017: 565). In re$sponse$ to ne$w information, marke$ts can cause$ stock price$s 

to be$come$ unde$rvalue$d or ove$rvalue$d (Me$ntari & Artini, 2022). Publishe$d information 

is a compone$nt of marke$t e$fficie$ncy in se$mi-strong form, which can be$ e$xamine$d using 

an e$ve$nt study (Olbrys, 2021). Good ne$ws is information that adds e$conomic value$ to a 

company, while$ bad ne$ws is information that diminishe$s a company's e$conomic value$ 

(Abdioğlu & Ayte$kin, 2016; Ooi & Lau, 2021). 

The$ e$ve$nt study is use$d to asse$ss the$ spe$e$d and accuracy of the$ marke$t 

re$sponse$. The$ spe$e$d and accuracy of the$ marke$t re$sponse$ can be$ me$asure$d 

using the$ abnormal re$turn (AR) variable$ (Hartono, 2019: 237). The$ spe$e$d of the$ 

marke$t re$sponse$ is re$fle$cte$d by the$ abnormal re$turn around the$ e$ve$nt date$, 

while$ the$ accuracy of the$ marke$t re$sponse$ is re$fle$cte$d by the$ ne$gative$ 

abnormal re$turn or positive$ abnormal re$turn around the$ e$ve$nt date$ (Tande$lilin, 

2017, p. 571). Positive$ abnormal re$turns indicate$ a positive$ marke$t re$sponse$ due$ 

to stock purchase$s that incre$ase$ stock price$s. In contrast, ne$gative$ abnormal 

re$turns indicate$ a ne$gative$ marke$t re$sponse$ due$ to stock sale$s that de$cre$ase$ 

stock price$s (Ryandono e$t al., 2021). 

Trading volume$ activity (TVA) is use$d to support e$xamining the$ accuracy 

of marke$t re$sponse$ as se$e$n from change$s in stock trading volume$ in the$ capital 

marke$t. An incre$ase$ in stock purchase$ volume$ is inte$rpre$te$d as a positive$ 

marke$t re$sponse$ be$cause$ it incre$ase$s stock price$s and re$turns. On the$ othe$r 

hand, an incre$ase$ in stock sale$s volume$ is inte$rpre$te$d as a ne$gative$ re$sponse$ to 

the$ occurre$nce$ of e$ve$nts that contain bad ne$ws be$cause$ it de$cre$ase$s stock 

price$s and re$turns (Ryandono e$t al., 2021). The$ de$cline$ in stock trading volume$ 

indicate$s that inve$stors are$ not inte$re$ste$d in the$ stock marke$t be$cause$ the$ 

e$ve$nt is indicate$d as a ne$gative$ signal that cause$s a de$cre$ase$ in stock price$s and 

re$turns. 

 The$ BI-7 Day Re$ve$rse$ Re$po Rate$ (BI7DRR) is a mone$tary policy instrume$nt that 

has a dire$ct influe$nce$ on e$conomic growth, e$spe$cially in the$ capital marke$t. A BI7DRR 

is a short-te$rm policy that affe$cts marke$t participants' e$xpe$ctations, borrowing costs, 

and capital flows, which is re$fle$cte$d in marke$t se$ntime$nt and portfolio allocation 

(Grace$ e$t al., 2017). Fluctuations in BI7DRR are$ vie$we$d by inve$stors as information that 

can trigge$r re$actions in the$ capital marke$t (Artini, 2022). The$ BI7DRR rate$ cut cause$s a 

de$cre$ase$ in de$posit inte$re$st rate$s, which e$ncourage$s inve$stors to inve$st in the$ stock 

marke$t to ge$t highe$r profits. Incre$ase$d inve$stme$nt in the$ capital marke$t stre$ngthe$ns 

funding source$s and trigge$rs busine$ss e$xpansion, which can affe$ct e$conomic growth. 

An Inte$re$st rate$ hike$ le$ads to an incre$ase$ in borrowing costs, which pote$ntially 

suppre$sse$s corporate$ profits and inve$stor re$turns (Fausch & Sigonius, 2017). Inte$re$st 
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rate$ hike$ e$ncourage$s inve$stors to inve$st in instrume$nts with more$ fixe$d re$turns, such 

as de$posits and short-te$rm bonds (Yilmaz, 2022). 

 Bank Indone$sia has lowe$re$d the$ BI 7 Days Re$ve$rse$ Re$po Rate$ (BI7DRR) to 3.5% 

on Fe$bruary 18, 2021, which is the$ lowe$st le$ve$l in history (BI, 2021). This policy aims to 

maintain the$ inflation within the$ targe$t range$ of 3.0 ± 1%. Inflation rate$ on Fe$bruary 

2021 was inde$e$d be$low the$ targe$t at 0.10% (BPS, 2021b). BI7DRR rate$ cut is also use$d to 

e$ncourage$ national e$conomic re$cove$ry and he$lp Indone$sia e$me$rge$ from the$ re$ce$ssion 

it face$d in 2020. Indone$sia's e$conomic growth in 2020 de$cre$ase$d by -2.07, which is the$ 

lowe$st de$cline$ since$ 1998 (BPS, 2021a).  

In 2022, the$ inflation rate$ in Indone$sia re$ache$d 5.51% (BPS, 2023). The$ 

combination of rising crude$ oil price$s and an incre$ase$ of dome$stic de$mand afte$r the$ 

pande$mic contribute$s to inflationary pre$ssure$s (Ke$me$nke$u, 2023). Rising crude$ oil 

price$s dire$ctly incre$ase$ production costs for many industrie$s, which can be$ passe$d on 

to consume$rs through highe$r price$s. Additionally, incre$ase$d dome$stic de$mand, as 

e$conomie$s re$cove$r from the$ pande$mic, can e$xace$rbate$ the$se$ e$ffe$cts by cre$ating more$ 

compe$tition for goods de$mand and supply. The$ Board Gove$rnors of Bank Indone$sia 

de$cide$d to raise$ its be$nchmark inte$re$st rate$ from August to De$ce$mbe$r 2020 to e$nsure$ 

the$ inflation rate$ within its targe$t range$ and control the$ rupiah e$xchange$ rate$ stability 

in line$ with e$conomic fundame$ntals amid pe$rsiste$ntly high global unce$rtainty and the$ 

ongoing ne$e$d to drive$ e$conomic growth (BI, 2022). 

Bank Indone$sia announce$d inte$re$st rate$ change$s se$ve$nte$e$n time$s during 2019-

2023, consisting of te$n rate$ cut announce$me$nts and se$ve$n rate$ hike$ announce$me$nts. 

The$ BI7DRR inte$re$st rate$ change$ announce$me$nts are$ de$scribe$d in Table$ 1. 

Table 1. The Announcement of BI7DRR Fluctuations during 2019-2023 

Event
Event 

Date
Policy Event

Event 

Date
Policy

01/01/19 6 % 19/11/20 3.75 %

1 18/07/19 5.75 % BI7DRR Interest Rate Cut 10 18/02/21 3.5 % BI7DRR Interest Rate Cut

2 22/09/19 5.5 % BI7DRR Interest Rate Cut 11 23/08/22 3.75 % BI7DRR Interest Rate Hike

3 19/09/19 5.25 % BI7DRR Interest Rate Cut 12 22/09/22 4.25 % BI7DRR Interest Rate Hike

4 24/10/19 5 % BI7DRR Interest Rate Cut 13 20/10/22 4.75 % BI7DRR Interest Rate Hike

5 20/02/20 4.75 % BI7DRR Interest Rate Cut 14 17/11/22 5.25 % BI7DRR Interest Rate Hike

6 19/03/20 4.5 % BI7DRR Interest Rate Cut 15 22/12/22 5.5 % BI7DRR Interest Rate Hike

7 18/06/20 4.25 % BI7DRR Interest Rate Cut 16 19/01/23 5.75 % BI7DRR Interest Rate Hike

8 16/07/20 4 % BI7DRR Interest Rate Cut 17 19/10/23 6 % BI7DRR Interest Rate Hike

9 19/11/20 3.75 % BI7DRR Interest Rate Cut

Rate Rate

Source$: Proce$sse$d data, 2025 

Pre$vious re$se$arch on marke$t re$actions as me$asure$d using abnormal re$turns 

was conducte$d by Hu e$t al. (2020) showe$d that the$ Chine$se$ stock marke$t re$acte$d 

positive$ly to the$ announce$me$nt of an inte$re$st rate$ hike$ and re$acte$d ne$gative$ly to a 

inte$re$st rate$ cut which he$ld by the$ Ce$ntral Bank. Anothe$r study conducte$d by Poyraz 
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e$t al. (2020) e$xamine$d the$ re$action of the$ BITS100 Stock Inde$x to the$ de$cision of 

inte$re$st rate$s cut he$ld by the$ Ce$ntral Bank of the$ Re$public of Turke$y during 2010-2020 

using the$ e$ve$nt study, showing the$re$ was marke$t re$action indicate$d by a ne$gative$ 

abnormal re$turn. Re$se$arch by Artini (2022) shows diffe$re$nt re$sults, the$re$ is no 

abnormal re$turn be$fore$ and afte$r the$ announce$me$nt of the$ Fe$d inte$re$st rate$ change$, 

this condition indicate$s that the$ marke$t is e$fficie$nt in se$mi-strong form or the$ marke$t 

absorbs information quickly and re$fle$cte$d in stock price$s. 

Re$se$arch on marke$t re$actions as se$e$n from trading volume$ activity conducte$d 

by Frikasih e$t al. (2023) and Sumantri e$t al. (2022) shows that the$ marke$t re$acts to the$ 

announce$me$nt of the$ Fe$d inte$re$st rate$ change$ be$fore$ and afte$r the$ e$ve$nt, as se$e$n 

from the$ significant trading volume$ activity, which me$ans that the$ announce$me$nt of 

the$ Fe$d inte$re$st rate$ change$ has information conte$nt that e$ffe$cts stock trading 

activity. Agus Indrawan & Kusuma De$wi (2023) dan Safira & Artini (2024) show 

diffe$re$nt re$se$arch re$sults, the$re$ is no diffe$re$nce$ in trading volume$ activity be$fore$ and 

afte$r the$ announce$me$nt of BI7DRR inte$re$st rate$ change$ in the$ banking se$ctor, and also 

the$ prope$rty and re$al e$state$ se$ctor liste$d in the$ IDX. 

 Stock inde$x he$lps inve$stors to se$e$ the$ stock price$ move$me$nts and capital 

marke$t conditions. LQ45 is one$ of the$ stock inde$xe$s that inve$stors ofte$n use$ as a 

be$nchmark for asse$ssing the$ stock marke$t. The$ stocks liste$d in LQ45 are$ blue$ chips 

with strong financial fundame$ntals, growth prospe$ct for a busine$ss, also high volume$ 

and share$ transactions (Hartono, 2019: 156). The$ high trading fluctuation in LQ45 are$ 

re$pre$se$ntative$ as barome$te$r for marke$t se$ntime$nt, particularly whe$n asse$ssing 

re$actions to policy change$s. Price$s shift, and trading activitie$s, including stock buying 

and se$lling, are$ more$ se$nsitive$ to announce$me$nts, ne$ws, or policy change$s. 

 Pre$vious re$se$arch on marke$t re$actions to BI7DRR inte$re$st rate$ change$ policy 

showe$d inconsiste$nt re$sults, some$ re$se$arch re$sults showe$d a marke$t re$action and 

some$ othe$rs showe$d no marke$t re$action. Inconsiste$nt re$sults are$ a re$se$arch gap in this 

study. Pre$vious studie$s have$ e$xamine$d marke$t re$actions on one$ e$ve$nt, this study use$s 

se$ve$nte$e$n BI7DRR inte$re$st rate$ change$ e$ve$nts that cate$gorize$d into inte$re$st rate$ cut 

e$ve$nt and inte$re$st rate$ hike$ e$ve$nt. This re$se$arch also use$s the$ unce$rtainty in 

Indone$sia's e$conomic conditions throughout 2019-2023. It is hope$d that the$ policie$s, 

marke$t re$sponse$s, and the$ numbe$r of e$ve$nts studie$d can illustrate$ more$ re$le$vant and 

compre$he$nsive$ re$sults. 

 

RESEARCH METHOD (500-1000 words) 

The$ scope$ of this study is to e$xamine$ the$ accuracy of the$ marke$t re$action to the$ 

announce$me$nt of BI7DRR inte$re$st rate$ change$ during 2019-2023 using the$ ave$rage$ 

abnormal re$turn and ave$rage$ trading volume$ activity variable$s be$fore$ and afte$r the$ 

e$ve$nt. This study use$s a 15-day e$ve$nt window (7 days be$fore$ and 7 days afte$r the$ 
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e$ve$nt), which re$fe$rs to Bank Indone$sia's inte$re$st rate$ te$nor, name$ly se$ve$n days re$ve$rse$ 

re$po. 

The$ population take$n are$ companie$s liste$d in LQ45 Stock Inde$x from 2019 to 

2023. This study use$s 23 companie$s that are$ liste$d conse$cutive$ly during 2019-2023 in 

LQ45 Stock Inde$x as a sample$, which se$le$cte$d by purposive$ sampling me$thod. This 

study use$s quantitative$ data source$d from se$condary data. The$ data colle$ction proce$ss 

is carrie$d out using the$ non-participant obse$rvation me$thod, that available$ on the$ 

official we$bsite$ of the$ Indone$sia Stock E$xchange$ and se$ve$ral othe$r site$s such as 

finance$.yahoo.com and inve$sting.com. Abnormal re$turn te$sting use$s the$ marke$t 

adjuste$d mode$l, while$ the$ hypothe$sis te$sting use$s the$ paire$d sample$ t-te$st and 

Wilcoxon signe$d rank te$st. 

 

RESULT 

Descriptive Statistical Analysis 

De$scriptive$ statistical analysis was conducte$d to obtain a ge$ne$ral 

de$scription of the$ sample$ use$d in the$ study. The$ de$scription of the$ sample$ 

consists of the$ numbe$r of sample$s, the$ highe$st value$, the$ lowe$st value$ of ave$rage$ 

abnormal re$turn and trading volume$ activity in LQ45 stocks inde$x be$fore$ and 

afte$r the$ announce$me$nt of BI7DRR inte$re$st rate$ cut and BI7DRR inte$re$st rate$ 

hike$ during 2019-2023. 

Table$ 2. De$scriptive$ Statistical Analysis of Ave$rage$ Abnormal Re$turn 

 
Source$: Data proce$sse$d, 2025 

Table$ 2 shows the$ lowe$st and the$ highe$st AAR be$fore$ and afte$r the$ 

announce$me$nt of BI7DRR inte$re$st rate$ change$s among 2019-2023. The$ lowe$st 

AAR value$ be$fore$ the$ announce$me$nt of the$ BI7DRR inte$re$st rate$ cut in 2019-2021 

was -0.05683 name$ly SMGR and the$ highe$st AAR be$fore$ the$ announce$me$nt 

BI7DRR inte$re$st rate$ cut in 2019-2021 was 0.02902 name$ly CPIN. Afte$r the$ 

announce$me$nt of BI7DRR inte$re$st rate$ cut occurre$d in 2019-2021, the$ lowe$st AAR 

value$ was -0.03058 name$ly INCO, while$ the$ highe$st AAR afte$r the$ announce$me$nt 

of BI7DRR inte$re$st rate$ cut in 2019-2021 was 0.06537 name$ly ADRO. Whe$n the$ 

BI7DRR inte$re$st rate$ hike$ occurre$d in 2022-2023, the$ lowe$st AAR value$ be$fore$ the$ 

e$ve$nt date$ was -0.01903 name$ly ITMG, while$ the$ highe$st AAR be$fore$ the$ 

announce$me$nt of BI7DRR inte$re$st rate$ hike$ in 2022-2023 was 0.01609 name$ly 
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UNVR. The$ lowe$st AAR afte$r the$ announce$me$nt of BI7DRR inte$re$st rate$ hike$ in 

2022-2023 was -0.02092 name$ly UNVR and the$ highe$st AAR afte$r the$ announce$me$nt 

of the$ BI7DRR inte$re$st rate$ hike$ in 2022-2023 was 0.01438 name$ly ADRO. 

Table$ 3. De$scriptive$ Statistical Analysis of Ave$rage$ Trading Volume$ Activity 

 
 Source$: Data proce$sse$d, 2025 

 Table$ 3 shows the$ lowe$st and the$ highe$st ATVA be$fore$ and afte$r the$ 

announce$me$nt of BI7DRR inte$re$st rate$ change$ among 2019-2023. The$ lowe$st ATVA 

be$fore$ the$ announce$me$nt of BI7DRR inte$re$st rate$ cut in 2019-2021 was 0.00021 CPIN 

and the$ highe$st ATVA be$fore$ the$ announce$me$nt BI7DRR inte$re$st rate$ cut of in 2019-

2021 was 0.02991 name$ly ANTM. Whe$n the$ announce$me$nt of BI7DRR inte$re$st rate$ cut 

occurre$d in 2019-2021, the$ lowe$st ATVA afte$r the$ e$ve$nt date$ was 0.00025 UNVR, while$ 

the$ highe$st ATVA afte$r the$ announce$me$nt was 0.02288 ANTM. During the$ 

announce$me$nt of BI7DRR inte$re$st rate$ hike$ in 2022-2023, the$ lowe$st ATVA value$ 

be$fore$ the$ e$ve$nt was 0.00024 name$ly UNVR, while$ the$ highe$st ATVA be$fore$ the$ 

announce$me$nt was 0.00733 name$ly ITMG. The$ lowe$st ATVA afte$r the$ announce$me$nt 

of BI7DRR inte$re$st rate$ hike$ in 2022-2023 was 0.00013 name$ly CPIN and the$ highe$st 

ATVA afte$r the$ announce$me$nt was 0.00857 name$ly PGAS. 

 

Normality Test 

  The$ normality te$st use$d to se$e$ the$ data distribution. The$ normality te$st use$s the$ 

saphiro wilk te$st, be$cause$ the$ amount of data is le$ss than 30 in e$ach e$ve$nt. If the$ 

significance$ value$ of the$ saphiro wilk te$st > 0.05, it me$ans that the$ data is normally 

distribute$d and the$ hypothe$sis is e$xamine$d by the$ paire$d sample$ te$st. If the$ 

significance$ value$ is < 0.05, the$ hypothe$sis is e$xamine$d using the$ Wilcoxon signe$d rank 

te$st. 

  Base$d on the$ te$st re$sults in Table$ 4, AAR which shows normally distribute$d or 

the$ significance$ value$ > 0.05 is on e$ve$nt 1, 2, 3, 4, 5, 6, and 10. The$ hypothe$sis te$sting 

for its e$ve$nts use$s the$ paire$d sample$ t-te$st. Diffe$re$nt re$sults we$re$ shown on e$ve$nt 7, 8, 

and 9, AAR be$fore$ or afte$r the$ e$ve$nts we$re$ not normally distribute$d or the$ significance$ 

value$ < 0.05, so the$ hypothe$sis te$sting for the$se$ thre$e$ e$ve$nts use$s the$ Wilcoxon signe$d 

rank te$st. 
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Table 4. Saphiro Wilk Test Results of AAR during BI7DRR Interest Rate Cut 

 
Source$: Data proce$sse$d, 2025 

 The$ re$sults of Saphiro Wilk te$st on BI7DRR inte$re$st rate$ cut 

announce$me$nts, as in Table$ 5, showe$d the$ ATVA be$fore$ or afte$r all e$ve$nts (e$ve$nt 1 

to 10) had a significance$ value$ < 0,05 or we$re$ not normally distribute$d. So, the$ 

hypothe$sis te$sting of all the$se$ e$ve$nts use$s the$ Wilcoxon signe$d rank te$st. 

 Table 5. Saphiro Wilk Test Results of ATVA during BI7DRR Interest Rate Cut 

 
Source$: Data proce$sse$d, 2025 

Table 6. Saphiro Wilk Test Results of AAR during BI7DRR Interest Rate Hike 

 
Source$: Data proce$sse$d, 2025 
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 Table$ 6 shows the$ re$sults of the$ saphiro wilk te$st of AAR be$fore$ and afte$r the$ 

BI7DRR inte$re$st rate$ hike$. On e$ve$nt 11, 12, 14, 15, 16, and 17 showe$d a significance$ value$ 

> 0,05, which me$ans data are$ normally distribute$d. The$ hypothe$sis te$sting for the$se$ 

six e$ve$nts use$s a paire$d sample$ t-te$st. In contrast, e$ve$nt 13 shows a diffe$re$nt re$sult, 

the$ data we$re$ not normally distribute$d or the$ significance$ value$ of AAR be$fore$ or 

afte$r the$ e$ve$nt < 0.05, the$n the$ hypothe$sis te$sting use$s wilcoxon signe$d rank te$st. 

Table 7. Saphiro Wilk Test Results of ATVA during BI7DRR Interest Rate Hike 

 
Source$: Data proce$sse$d, 2025 

 Saphiro wilk te$st re$sults in Table$ 7 showe$d that on e$ve$t 11, 12, 13, 14, and 16 

have$ a significance$ value$ < 0,05 or the$ data we$re$ not normally distribute$d and the$ 

hypothe$sis te$sting use$s wilcoxon signe$d rank te$st. In contrast, e$ve$nt 17 showe$d 

diffe$re$nt re$sult, the$ significance$ value$ be$fore$ and afte$r the$ e$ve$nt was > o.o5 or the$ 

data was normally distribute$d, the$n the$ hypothe$sis te$sting use$s a paire$d sample$ t-te$st. 

Hyphotesis Test 

Hypothe$sis te$sting is conducte$d to de$te$rmine$ whe$the$r the$re$ is a diffe$re$nce$ in 

ave$rage$ abnormal re$turn and ave$rage$ trading volume$ activity be$fore$ and afte$r the$ 

BI7DRR inte$re$st rate$ cut or hike$ announce$me$nt. The$ de$cision for the$ hypothe$sis te$st is 

base$d on the$ Asymp. Sign. (2-taile$d) value$, if the$ Asymp. Sign. (2-taile$d) value$ <0.05, 

the$n H0 is re$je$cte$d and Ha is acce$pte$d, while$ if the$ Asymp. Sign. (2-taile$d) >0.05, the$n 

H0 is acce$pte$d and Ha is acce$pte$d. 

Base$d on the$ re$sults of the$ diffe$re$nce$ te$st be$fore$ and afte$r the$ announce$me$nt 

of BI7DRR inte$re$st rate$ cut in Table$ 8, it shows that of the$ 10 e$ve$nts te$ste$d, e$ight 

e$ve$nts show a Sig. (2-taile$d) <0.05. Sig. (2-taile$d) P1, P2, P3, P4, P5, P6, P9, and P10, 

which me$ans the$ te$st re$sults re$je$ct H0, so it is conclude$d that the$re$ are$ diffe$re$nce$s in 

AAR be$fore$ and afte$r the$ e$ight e$ve$nts. The$ se$ve$nth and e$ighth announce$me$nts show 

a Sig. (2-taile$d) >0.05, which me$ans the$ te$st re$sults acce$pt H0, so it is conclude$d that 

the$re$ is no diffe$re$nce$ in AAR be$fore$ and afte$r the$ se$ve$nth and e$ighth e$ve$nt 

announce$me$nts. 
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Table 8. The Hyphotesis Test Results of AAR 

Before and After BI7DRR Interest Rate Cut 

 
Source$: Data proce$sse$d, 2025 

The$ te$st re$sults in Table$ 9 show that the$ Sig. (2-taile$d) value$s be$fore$ and afte$r 

e$ve$nt 1, 2, 3, 4, 8, 9, and 10 are$ > 0.05, which me$ans that the$ te$st re$sults acce$pt H0, so it 

can be$ conclude$d that the$re$ is no diffe$re$nce$ in ave$rage$ trading volume$ activity be$fore$ 

and afte$r the$ announce$me$nt of BI7DRR inte$re$st rate$ cut. Diffe$re$nt re$sults for e$ve$nts 5, 

6, and 7 show that the$ Sig. (2-taile$d) value$s be$fore$ and afte$r the$ e$ve$nts are$ < 0.05, 

which me$ans that the$ te$st re$sults re$je$ct H0, so it is conclude$d that the$re$ is a diffe$re$nce$ 

in ave$rage$ trading volume$ activity be$fore$ and afte$r the$ e$ve$nt. 

Table 9. The Hyphotesis Test Results of ATVA 

Before and After BI7DRR Interest Rate Cut 

 
Source$: Data proce$sse$d, 2025 
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The$ te$st re$sults show that e$ve$nt 11 and 13 in Table$ 10 indicate$ a Sig. (2-taile$d) 

value$ >0.05, which me$ans acce$pting H0, so it can be$ conclude$d that the$re$ is no 

diffe$re$nce$ in ave$rage$ abnormal re$turn be$fore$ and afte$r the$ announce$me$nt of BI7DRR 

inte$re$st rate$ hike$. Diffe$re$nt re$sults for e$ve$nt 12, 14, 15, 16, and 17 show a Sig. (2-taile$d) 

value$ <0.05, which indicate$s re$je$ction of H0. The$re$fore$, it is conclude$d that the$re$ is a 

diffe$re$nce$ in ave$rage$ abnormal re$turns be$fore$ and afte$r the$ announce$me$nt of BI7DRR 

inte$re$st rate$ hike$. 

Table 10. The Hyphotesis Test Results of AAR 

Before and After BI7DRR Interest Rate Hike 

 
Source$: Data proce$sse$d, 2025 

The$ re$sults in Table$ 11 show Sig. (2-taile$d) value$ >0.05 on e$ve$nt 11, 16, and 17 

me$ans no diffe$re$nce$ in ave$rage$ trading volume$ activity be$fore$ and afte$r the$ e$ve$nts. 

Howe$ve$r, e$ve$nt 12, 13, 14, and 15 show a Sig. (2-taile$d) value$ <0.05, which me$ans the$ 

te$st re$sults re$je$ct H0, so it is conclude$d that the$re$ is a diffe$re$nce$ in ave$rage$ trading 

volume$ activity be$fore$ and afte$r the$ announce$me$nt of BI7DRR inte$re$st rate$ hike$. 

Table 11. The Hyphotesis Test Results of ATVA 

Before and After BI7DRR Interest Rate Hike 

 
Source$: Data proce$sse$d, 2025 
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DISCUSSION 

The Difference of AAR Before and After The Announcement of BI7DRR Interest Rate 

Cut (H1) 

Hypothe$sis te$sting of AAR be$fore$ and afte$r the$ BI7DRR inte$re$st rate$ cut 

showe$d significant re$sults or diffe$re$nce$s in AAR be$fore$ and afte$r the$ e$ve$nt. The$ re$sults 

showe$d that the$ BI7DRR inte$re$st rate$ cut containe$d information that cause$d the$ 

marke$t re$action and the$ marke$t was ine$fficie$nt in a se$mi-strong form. The$ re$se$arch 

re$sults align with Olbrys (2021) findings, which show that the$ be$nchmark inte$re$st rate$ 

cut affe$cts marke$t re$action to stock price$ and stock re$turn move$me$nts in the$ Warsaw 

Stock E$xchange$, Poland. Günay & Bayraktaroğlu (2022) diffe$re$nt re$se$arch re$sults, 

which showe$d that the$ be$nchmark inte$re$st rate$ policy did not affe$ct stock marke$t 

re$actions in the$ tourism se$ctor. 

The$ AAR value$ be$fore$ the$ e$ve$nt was -0.00234 and the$ AAR value$ afte$r the$ e$ve$nt 

was 0.00087. The$ positive$ AAR afte$r the$ e$ve$nt shows a positive$ marke$t re$sponse$ to 

the$ BI7DRR inte$re$st rate$ cut policy. Inve$stors vie$w the$ inte$re$st rate$ cut policy as a 

positive$ signal or good ne$ws, which can affe$ct the$ action of buying stock, and causing 

the$ stock price$ to incre$ase$, as se$e$n from the$ incre$asing abnormal re$turns value$ afte$r 

the$ e$ve$nt.  

  The$se$ re$sults are$ re$le$vant to the$ se$mi-strong form e$fficie$ncy marke$t hypothe$sis 

about the$ marke$t's accuracy toward information, which state$s that marke$t 

participants will re$spond positive$ly to good ne$ws (Tande$lilin, 2017: 571). In addition, the$ 

inte$re$st rate$ cut is also se$e$n as good ne$ws for the$ companie$s be$cause$ it could lowe$r 

the$ le$nding cost. Grace$ e$t al. (2017) re$se$arch re$sult said that the$ Fe$d's announce$me$nt 

of an inte$re$st rate$ cut was a positive$ signal be$cause$ it would stimulate$ e$conomic 

activity. A be$nchmark inte$re$st rate$ cut would lowe$r the$ inte$re$st e$xpe$nse$, which could 

e$ncourage$ companie$s to inve$st, e$xpand, and e$ve$n buy back the$ir stock. 

The Difference of ATVA Before and After The Announcement of BI7DRR Interest Rate 

Cut (H2) 

The$ ATVA hypothe$sis te$st be$fore$ and afte$r the$ BI7DRR inte$re$st rate$ cut showe$d 

insignificant re$sults. Insignificant re$sults indicate$ no diffe$re$nce$ in ATVA be$fore$ and 

afte$r the$ e$ve$nt. BI7DRR inte$re$st rate$ cut did not make$ the$ marke$t re$act and it showe$d 

that the$ marke$t was e$fficie$nt in se$mi-strong form. The$ inte$re$st rate$ cut did not trigge$r 

a significant stock purchase$ re$action. The$ abse$nce$ of marke$t re$action was drive$n by 

panic, inve$stor pe$ssimism, and unce$rtainty conditions during the$ COVID-19 pande$mic. 

Inve$stors pre$fe$r to be$ cautious and hold the$ir funds for inve$stme$nt or what is known 

as wait and se$e$. 

Anothe$r re$le$vant re$ason is that non-banking companie$s dominate$ the$ re$se$arch 

sample$, out of the$ twe$nty-thre$e$ companie$s studie$d, the$re$ are$ only five$ banking se$ctor 

companie$s. Non-banking companie$s have$ lowe$r se$nsitivity to the$ BI7DRR inte$re$st rate$ 
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change$s. BI7DRR inte$re$st rate$ cut affe$cts de$posit facility rate$s and le$nding facility 

rate$s, which cause$ change$s in the$ inte$re$st spre$ad of companie$s in the$ banking se$ctor. 

The$re$fore$, the$ dominance$ of non-banking companie$s, le$ss se$nsitive$ to inte$re$st rate$s, is 

not re$fle$cte$d in a substantial surge$ in trading activity across the$ sample$. 

ATVA be$fore$ and afte$r the$ e$ve$nt showe$d an incre$ase$. The$ ATVA be$fore$ the$ 

e$ve$nt was 0.00188, and the$ ATVA afte$r the$ e$ve$nt was 0.00199. Inve$stors conside$r an 

inte$re$st rate$ cut as good ne$ws, by incre$ase$d stock trading volume$ due$ to buying 

action. The$ incre$ase$ in ATVA sugge$sts a de$mand for stock purchase$s, but it is 

insignificant. 

The$ finding re$late$d to re$se$arch conducte$d by Cahyani & Wirakusuma (2025) 

shows no diffe$re$nce$ in trading volume$ activity be$fore$ and afte$r the$ BI7DRR inte$re$st 

rate$ change$ in the$ prope$rty and re$al e$state$ se$ctor. Anothe$r study by Safira & Artini 

(2024) showe$d no diffe$re$nce$ in TVA be$fore$ and afte$r the$ BI7DRR inte$re$st rate$ change$ 

announce$me$nt in banking companie$s on the$ IDX. Re$se$arch with diffe$re$nt re$sults by 

Fajarwati & Nurasik (2021) and Mahe$ndra & Rasmini (2019) shows a diffe$re$nce$ in TVA 

be$fore$ and afte$r the$ announce$me$nt of the$ be$nchmark inte$re$st rate$ change$ conducte$d 

by Bank Indone$sia. 

The Difference of AAR Before and After The Announcement of BI7DRR Interest Rate 

Hike (H3) 

The$ hypothe$sis showe$d significant re$sults. Significant re$sults indicate$ a 

diffe$re$nce$ in AAR be$fore$ and afte$r the$ e$ve$nt. BI7DRR inte$re$st rate$ hike$ contains 

information that make$s the$ marke$t re$action, and shows that the$ marke$t is ine$fficie$nt in 

a se$mi-strong form. The$ re$se$arch re$sult is supporte$d by the$ findings of Le$e$ & Carte$r 

(2020), which show that the$ stock inde$x in the$ US re$acte$d to the$ announce$me$nt of the$ 

Fe$d's inte$re$st rate$ hike$, and the$ marke$t re$sponde$d ne$gative$ly to the$ inte$re$st rate$ hike$. 

Othe$r studie$s that are$ in line$ with the$ findings we$re$ conducte$d by Safira & Artini 

(2024), showing a significant diffe$re$nce$ be$fore$ and afte$r the$ announce$me$nt of the$ 

BI7DRR inte$re$st rate$ hike$, which me$ans that the$ e$ve$nt contains information that 

make$s the$ marke$t re$act, as se$e$n from the$ abnormal re$turns. Re$se$arch with diffe$re$nt 

re$sults was conducte$d by Murdiana e$t al. (2022) and Putri e$t al. (2017), which shows no 

diffe$re$nce$ be$fore$ and afte$r the$ announce$me$nt of the$ BI Rate$ and Fe$d Rate$  

AAR be$fore$ the$ e$ve$nt date$ was -0.00070, and AAR afte$r the$ e$ve$nt was -0.00132. 

The$ ne$gative$ value$ afte$r the$ e$ve$nt date$ indicate$s that the$ marke$t re$sponde$d 

ne$gative$ly to the$ BI7DRR inte$re$st rate$ hike$. Inve$stors pe$rce$ive$d the$ inte$re$st rate$ hike$ 

as a ne$gative$ signal or bad ne$ws be$cause$ it cause$s the$ stock price$s and re$turns to 

de$cre$ase$, as se$e$n from the$ de$cline$ in value$ afte$r the$ e$ve$nt. The$se$ re$sults are$ re$le$vant 

to the$ se$mi-strong form e$fficie$ncy marke$t hypothe$sis about the$ marke$t's accuracy 
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toward information, which state$s that marke$t participants re$spond ne$gative$ly to bad 

ne$ws (Tande$lilin, 2017: 571). 

 An inte$re$st rate$ hike$ cause$s a de$cre$ase$ in the$ pre$se$nt value$ of future$ cash 

flows and company profitability, thus making inve$stme$nt in the$ stock marke$t le$ss 

attractive$ to inve$stors. This condition can e$ncourage$ some$ inve$stors to se$ll the$ir stock 

due$ to de$cre$asing re$turns. This finding is in line$ with the$ re$se$arch conducte$d by Pratiwi 

& Wirakusuma (2018), whe$n the$ Fe$d inte$re$st rate$ hike$ is announce$d, inve$stors choose$ 

to se$ll the$ir stock, be$cause$ it affe$cts in Indone$sian Stock E$xchange$ and de$cide$ to dive$rt 

the$ir inve$stme$nts to banking instrume$nts such as de$posits. 

The Difference of ATVA Before and After The Announcement of BI7DRR Interest Rate 

Hike 

The$ hypothe$sis showe$d significant re$sults. Significant re$sults indicate$ a 

diffe$re$nce$ in ATVA be$fore$ and afte$r the$ e$ve$nt. The$ BI7DRR inte$re$st rate$ hike$ affe$cte$d 

the$ marke$t re$action, showing that the$ marke$t was ine$fficie$nt in a se$mi-strong form. 

The$ marke$t re$action shows inve$stors' de$cisions in stock trading, which cause$ 

significant move$me$nts in stock trading activity in the$ capital marke$t. The$ same$ 

re$se$arch re$sults by Frikasih e$t al. (2023) and Sumantri e$t al. (2022) show a marke$t 

re$action to the$ announce$me$nt of Fe$d inte$re$st rate$ change$s, as se$e$n from the$ 

diffe$re$nce$ in ATVA be$fore$ and afte$r the$ e$ve$nt, which me$ans that the$ e$ve$nt has a 

significant impact on stock trading activity. 

The$ ATVA value$ be$fore$ the$ announce$me$nt was 0.00145, and ATVA afte$r the$ 

announce$me$nt was 0.00123. The$ de$clining value$ afte$r the$ e$ve$nt showe$d a ne$gative$ 

re$sponse$, which me$ans that the$ announce$me$nt of an inte$re$st rate$ hike$ re$duce$d 

inve$stors' inte$re$st in buying and se$lling stock in the$ capital marke$t. Highe$r le$nding and 

de$posit inte$re$st rate$s e$ncourage$ pe$ople$ to cut the$ir consumption and dive$rt the$ir 

inve$stme$nt from highe$r-risk are$as, such as capital marke$ts, to de$posits or short-te$rm 

bonds for highe$r re$turns. 

 

CONCLUSION 

Base$d on the$ re$sults of the$ analysis and the$ pre$vious discussion, it can be$ conclude$d 

that the$ re$se$arch re$sults are$ as follows: 

1. The$ BI7DRR inte$re$st rate$ cut affe$cte$d the$ marke$t re$action as indicate$d by the$ 

diffe$re$nce$ in abnormal re$turns be$fore$ and afte$r the$ e$ve$nt. Positive$ abnormal 

re$turns afte$r the$ e$ve$nt indicate$ a positive$ marke$t re$sponse$. This condition shows 

that the$ marke$t is ine$fficie$nt in a half-strong form. 

2. The$ BI7DRR inte$re$st rate$ cut did not affe$ct the$ marke$t re$action or the$ diffe$re$nce$ 

in ave$rage$ trading volume$ activity be$fore$ and afte$r the$ e$ve$nt. Positive$ trading 

volume$ activity afte$r the$ e$ve$nt indicate$s stock buying activity, but it was not 

significant. This condition shows that the$ marke$t is e$fficie$nt in a half-strong form. 
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3. The$ marke$t re$action during the$ BI7DRR inte$re$st rate$ hike$ shows a marke$t 

re$action as se$e$n from the$ diffe$re$nce$ in abnormal re$turns be$fore$ and afte$r the$ 

e$ve$nt. Ne$gative$ abnormal re$turns afte$r the$ e$ve$nt indicate$ a ne$gative$ marke$t 

re$sponse$. This condition indicate$s that the$ marke$t is ine$fficie$nt in half-strong 

form. 

4. BI7DRR inte$re$st rate$ hike$ affe$ct the$ marke$t re$action as se$e$n from the$ diffe$re$nce$ 

in trading volume$ activity. Ne$gative$ trading volume$ activity afte$r the$ e$ve$nt date$ 

indicate$s de$cre$ase$d trading activity on the$ stock e$xchange$. BI7DRR inte$re$st rate$ 

hike$ cause$s an incre$ase$ in le$nding rate$s and e$ncourage$ inve$stors more$ inte$re$ste$d 

in inve$stme$nts with highe$r re$turns such as in bonds and de$posits. 
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