'/~ 7/ Jurnal Ekonomi Perusahaan

Vol. 28, No. 2, September, 2021

ABSTRACT

In the widely recognized
phenomenon of the weekend effect,
it is commonly believed that
Monday's stock prices are lower than
Friday's. The authors believe that
stock movements are unique in each
country and sector. Does this
phenomenon also occur sectorally in
Indonesia? This study intends to
answer this question. Therefore, the
authors study the differences in
stocks on Friday and Monday in the
consumer, and property, agriculture
sectors on the Indonesian Stock
Exchange (IDX). The research
problem is there a difference in stock
prices and returns on Friday and
Monday? To answer this question, the
authors chose the sample
purposively. The data are the open-
close and trading volume of the three
selected sectors on the IDX in the
period January 2018 to September
2020. Using the independent sample
t-test as an analytical tool, the study
shows no difference between return
and trading volume on Friday and
Monday. Thus, the agriculture,
consumer, and property sectors in
Indonesia, experience no market
anomaly called the weekend effect.
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INTRODUCTION

In efficient market theory, investors can get a normal
return if there is no constant price change. However,
previous research found various deviations called
seasonal anomalies or calendar effects on the stock
market. The most frequently discussed seasonal
anomaly is the day of the week effect, which is an
anomaly that causes the return of trading days in a
week to be different. This phenomenon believes that
the difference in stock returns from the closing price
on Friday and Monday is part of the weekend effect.
This phenomenon is characterized by Friday's return
which is higher than Monday's low return.

Monday is the start of the trading day after the
holiday weekend (Saturday-Sunday). The impact of
the holiday caused a lack of enthusiasm in the capital
market and lowered investors' mood to invest on
Monday. It is also believed that investors tend to feel
pessimistic on Monday and tend to feel optimistic on
Friday. This behavioral tendency makes the average
return on Monday to be negative and on Friday to be
positive. Another cause is the announcement of
various news on certain entities that provoke investor
reactions.
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INTRODUCTION

In efficient market theory, investors can get a normal return if there is no constant price
change. However, previous research found various deviations called seasonal anomalies or
calendar effects on the stock market. The most frequently discussed seasonal anomaly is the
day of the week effect, which is an anomaly that causes the return of trading days in a week
to be different. This phenomenon believes that the difference in stock returns from the
closing price on Friday and Monday is part of the weekend effect. This phenomenon is
characterized by Friday's return which is higher than Monday's low return.

Monday is the start of the trading day after the holiday weekend (Saturday-Sunday).
The impact of the holiday caused a lack of enthusiasm in the capital market and lowered
investors' mood to invest on Monday. It is also believed that investors tend to feel pessimistic
on Monday and tend to feel optimistic on Friday. This behavioral tendency makes the
average return on Monday to be negative and on Friday to be positive. Another cause is the
announcement of various news on certain entities that provoke investor reactions.

There’s been a lot of research on this topic with mixed results. Udayani (2016) found
that the Monday effect did not occur in LQ-45 stock returns for the 2014 period. This finding
is different from the results of research conducted by Rahmawati and Hidayanti (2018)
during the period February 2015 — January 2016. They found that the Monday effect
occurred in the LQ45 of Indonesia Stock Exchange, which is indicated by negative stock
returns on Monday. Cahyaningdyah (2017) stated that there is an effect of stock trading days
on LQ-45 stock returns on the Indonesia Stock Exchange in the period 2007 — 2015. More
specifically, stock returns are negative on Monday (Monday Effect) and reach the highest
level on Friday (Weekend Effect). Research conducted by Budiwati et al. (2017) revealed
that the difference in stock returns occurs in daily trades and there was no phenomenon of
Monday effect and Weekend effect during their observation period.

The mixed result of previous studies uncourges the authors to further investigate the
phenomenon with a new perspective, i.e., the sectoral approach. Intentionally, the authors
chose agriculture, consumers, and property sectors as the research context for their industrial
stability and massive size. Therefore, the The purpose of this study is, first, to find out
whether there are market anomalies on Friday and Monday trading days that affect stock
returns and trading volumes in the consumer, and property, agriculture sectors on the
Indonesia Stock Exchange (IDX)? Second, to find out whether investors get abnormal
returns, so that if there is a weekend effect, they sell their shares to get abnormal returns?

This research is expected to provide useful information for investors and companies to
obtain in formulating effective investment strategies in the agriculture, consumer and
property sectors on the Indonesia Stock Exchange (IDX). For academics and readers, the
results of this research are expected to enrich the existing findings.
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CONCEPTUAL FRAMEWORK

This research is focused on return and trading volume on Friday and Monday. What we want
to know is the association between return and trading volume on each day, specifically on
the lowest return and highest return group, as well as the lowest trading volume and highest
trading volume.

Fama and French (1992) grouped each daily data into the highest 30%, 40% middle,
and the lowest 30% categories. This grouping is needed to find out whether there are
differences between groups. Furthermore, it can be seen whether there is a market anomaly
(weekend effect) on trading days (Friday and Monday) on the stock exchange. The
conceptual framework of the research is described as follows:

The above framework enables us to hypothesize the weekend effect on return and trade
volume as follows:

H1: For the lowest return category, the return of Manday is lower than Friday.
H2: For the highest return category, the return of Manday is lower than Friday.
H3: For the lowest trade volume category, trade volume of Monday lower than Friday.
H4: For the highest trade volume category, trade volume of Monday lower than Friday.

Figure 1
Conceptual Framework

Trading Days
]

Friday Monday

Mean Difference

Return P Test N Return
Mean Difference
Test
Trading Volume P > Trading Volume

RESEARCH METHOD
Research Object

The object of this research is the daily return (open — close) and trading volume of the
agriculture, consumer, and property sectors on the Indonesia Stock Exchange for the period
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January 2018-September 2020. Data is taken on Friday and Monday on the appropriate date,
which allows pairing.

The sample size is 444, consist of 108 units of analysis for each sector of agriculture,
consumer, and property in the period January 2018-December 2019. There are 40 unit of
analysis for each. -each sector in the period January 2020—September 2020. The data for the
three sectors were tested for the mean difference using the Independent Sample T-Test with
the help of SPSS 22.

Research Variable

Research variable consist of sector stock daily index return (open-close) and sector stock
daily index volume.

Stock return is the profit obtained by investors on their investments. The form can be
in the form of share ownership, dividends or capital gain/loss. In this study, daily returns on
Friday and Monday trading are made in pairs (Friday-Monday). To calculate daily stock
returns, the following formula is used:

Close — Open
Daily Index Return= ——
i Open

Share volume is the number of shares traded on the stock exchange for a certain period.
The most popular indicator of trading is the shares volume. This indicator is not based on
the price, but the number of trades that occurred in a certain period. It is usually measured
in billions of shares.

Sampling Method

The sample was chosen intentionally based on predetermined prerequisite (judgment

sampling), namely:

1. Open-close index return data and trading volume on Fridays and Mondays (in pairs) on
the Agriculture, Consumer, and Property sector indices on the Indonesia Stock Exchange
during the period January 2018 — September 2020.

2. To eliminate data on Friday and Monday on a certain date that is incomplete, because
Friday and Monday data must be paired.

3. The data is grouped into the highest 30% (highest), 40% middle (middle), 30% lowest
(lowest) of the data return and trading volume of each index.

4. Samples are taken as much as 30% of the highest (highest) and 30% of the lowest (lowest)
of the data return and trading volume of each index.

5. Create a grouping for research testing.

The data used are stock return data and trading volume in the period January 2018 —
September 2020. The data are taken from the Indonesia Stock Exchange reports published
in www.idx.co.id and the website www.duniainvestasi.com. Because the data has been
available online, they are categorized as secondary retrieval technic is called recording data
from online documents. The authors formalize that data retrieval technic as document data
recording.
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The author use independent sample t-test for paired data to test the hypotheses. The test
is conducted using IBM Statistical Package for the Social Sciences (SPSS) as the tool of
anaylsis.

RESULT
Descriptive Analysis

Figure 4.1 describes the average (average) open-close return each quarter during the period
January 2018 — September 2020. We can see that every quarter is volatile, where the increase
and decrease in the stock price index is not balanced. One of the causes of these fluctuations
is the existence of holiday allowances in the second quarter of 2018. The increase in people's
purchasing power, which is related to the campaign and local elections in February to June
2018, made the consumer sector shares experience a drastic increase.

The most significant decline occurred in the first quarter of 2020 in the agriculture,
consumer and property sectors. In the first quarter of 2020, this sharp decline was caused by
the sentiment of the Covid-19 pandemic, which made many domestic investors sell their
shares. Figure 2 also shows that the three sectors had given positive performance in the
second quarter of 2020. However, in the third quarter of 2020, performance in the consumer
and property sectors was again depressed as the capital market turmoil due to positive cases
of Covid-19 continued to subside. At this point, the agriculture sector is still growing
positively due to the perception that this sector is related to primary needs. Generally, people
can refrain from buying secondary and tertiary goods, but not for primary needs. So, even in
a crisis situation, companies in the agricultural sector are still needed.

Figure 2
Average Return Open-Close
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Trading Volume

In Figure 3 we can see that in the trading volume fluctuations in the volume of trade in the
three sectors. The trading volume of the property sector in the second quarter of 2019
increased after stagnating in the first quarter of 2019, which was caused by the tendency of
investors to hold back property purchases due to the general election. During the period
January 2018-September 2020, the agriculture sector did not experience a significant
increase or decrease. In the same period, the consumer sector experienced an increase and
the property sector experienced a decline.

Hypothesis Test

Testing hipothesis 1: For the lowest return category, the return of Manday is
lower than Friday

Hypothesis 1 expects a lower mean of return Monday than Friday. Overall, in the lowest
category, the mean of return on Friday and Monday is negative. The question is, are those
expectations fulfilled? Based on the t-test, these expectations were met by two sectors. First,
the agriculture sector in 2020 (p-value=0.012), where the mean of return moved from 1.63
on Friday to -3.43 on Monday. Second, the property sector in the 2018-2019 period (p-
value=0.007), where Monday's mean of return (-1.38) is considered significantly lower than
Friday's mean return (-1.04).

Figure 3
Average Trading Volume
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Table 1
Testing the Lowest Return Mean Difference with Independent T-Test
Friday Monday
Sector Period Mean of Deviation Mean of Deviation  p-value
Return standard Return standard
(o) (%)
Asti 2018-2019 -0.95 0.43 -1 0.51 0.662
g 2020 -1.63 | -3.43 1.76  0.012%*
Consumer  2018-2019 -1.16 0.92 -1.58 1.1 0.13
2020 -1.5 0.74 -2.79 2.43 0.137
Property 2018-2019 -1.04 0.35 -1.38 0.52  0.007*
2020 -1.66 0.72 -2.5 1.37 0.123

Testing hipothesis 2: For the highest return category, the return of Manday is
lower than Friday

The highest mean of return category is characterized by the positive means of return for
Friday and Monday. That is, on both days, the overall means of return are gain. Hypothesis
2 expects a lower mean of return on Monday than Friday. Statistically, this expectation was
only fulfilled by the agricultural sector in the period 2018-2019 and 2020. In the other two
sectors, namely consumers and property, Monday's returns are considered not significantly
different from Friday's returns.

Table 3

Testing the Lowest Return Mean Difference with Independent T-Test

Friday Monday
Sector Period Mean of Deviation Mean of Deviation | p-value
Return standard Return standard
(o) (%)

Agriculture | 2018-2019 1.03 0.75 1.51 0.7 | 0.019**
2020 1.3 0.92 2.53 1.28 | 0.024%**

Consumer | 2018-2019 1.19 0.7 1.27 1 0.725
2020 2.6 2.24 1.19 1.27 0.1

Property 2018-2019 0.97 0.64 1.23 0.52 0.107
2020 2.36 2.21 2.3 2.63 0.957

Testing hypothesis 3: For the lowest trade volume category, trade volume of
Monday lower than Friday

Regarding trading volume, the weekend effect expects Monday's trading volume to be
lower than Friday's. Are these expectations met in the lowest trading volume category?
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Table 3 shows that, in general, there was a decrease in stock trading volume on Monday
compared to Friday in this category. The exception occurred in 2020 in the agriculture
sector, where the volume of trade on Monday was actually higher than Friday. Statistically,
the difference in trading volume on Friday and Monday is not significant for all segments.
Therefore, in this case, the weekend effect is not confirmed.

Table 3

Independent Sample T-Test for Lowest
Trading Volume

Friday Monday
. 5 . p- value
Sector Period Me 1 of Deviation Mear_1 of Deviation
trading trading
standard standard
volume volume
) 2018-2019 134 56 125 64 0.572
Agriculture
2020 | 90 44 105 79 0.612
2018-2019 804 336 734 336 0.447
Consumer
2020 748 422 706 323 0.806
p . 2018-2019 1119 1643 907 985 0.568
roper i
pery 2020 | 418 165 364 149 0457

Testing hypothesis 4: For the highest trade volume category, trade volume of
Monday lower than Friday

In the category of the highest average share trading volume, there were variations in the
trading volume on Friday and Monday. For the consumer segment (2020), the difference
follows the weekend effect pattern, where the average stock trading volume on Friday (856)
is higher than Monday (775). The rest of the segment shows the opposite of the expected
weekend effect, where Monday's trading volume is actually higher than Friday's. However,
in these two patterns, statistically, the difference in trading volume on Friday and Monday
was not significant (p-value>0.05). Thus, the weekend effect and its inverse did not occur
and hypothesis 4 was not confirmed in this category.
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Friday Monday
- val
Sector Period Mczg of Deviation Mczp of Deviation pr VAR
trading standard trading standard
volume volume
Aeri 2018-2019 146 65 164 60 0.287
g 2020 94 57 126 102 0.397
2018-2019 693 225 695 234 0.969
Consumer
2020 856 280 775 492 0.659
2018-2019 791 220 975 270 0.009*
Property
2020 499 256 573 323 0.582
DISCUSSION

This research found that in most categories and times, the influence of the weekend effect
on stock return and trade volume is not supported. The impact of the weekend effect on
stocks’ return and trade volume is specific. It follows an industry's idiosyncratic nature at a
particular time. As this study found, this phenomenon works specifically in the agriculture
sector in 2020 for the lowest return category. It also functions in the same field for the highest
return category. In 2021, a significant effect on trade volume only occurred in the property
sector 2020 in the highest volume category.

Perez (2017) found that in the Chinese Stock Market, there is no difference in returns
on Mondays with non-Mondays. Rahmawati and Hidayanti (2016) stated that the Monday
Effect occurred in stock trading, but the Weekend Effect did not. This study sharpens
previous findings. If we see sectorally, we can find the weekend effect different behavior in
distinct sectors, as stated above.

CONCLUSION

The impact of weekend effect on stock return is found in: (1) lowest return category for
agriculture in 2020 and property in 2018-2019 period, and (2) highest return category in
2018-2019 period and year 2020. The impact on trade volume is confirmed for the highest
volume category in property sector in 2018-2019 period.

This research was conducted during the COVID-19 pandemic. Investor behavior at
this time is probably affected by the national and global economic recession, including the
possibility of psychological pressure from the pandemic atmosphere, which is substantially
restricted. Future research could conduct the same study on the same sector to check if there
are differences in results before and after the pandemic. Research on the Wednesday effect
is also interesting.
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