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ABSTRACT
This research was conducted to analyze the impact of Return on Asset (ROA), Market Capitalization, COVID-19 Pandemic, and
Stock Sector towards Stock Return in Indonesia. The independent variables used in this study are Return on Asset (ROA), Market
Capitalization, Daily Increase of COVID-19 Total Confirmed Cases, and Stock Sector as a dummy variable. The control variables
used in this study are Debt-to-Equity Ratio (DER) and Company Size. The dependent variable used in this study is Stock Return.
The population of this study is the companies that are listed in Indonesia Stock Exchange (IDX) during 2019 and 2020. A total of
776 samples are collected based on the purposive sampling method used in this study. The results showed that: (1) Return on Asset
(ROA) has a significant positive impact towards stock return; (2) Market Capitalization has a significant positive impact towards
stock return; (3) Daily Increase of COVID-19 Total Confirmed Cases has a significant negative impact towards stock return; and
(4) Stock Sector has an insignificant negative impact towards stock return.

Keywords: Return on Asset, Market Capitalization, COVID-19 Pandemic, Stock Returns.

INTRODUCTION

Indonesia, the largest economy in Southeast Asia, has been recognized for its substantial
economic growth, ranking 7th globally by GDP and 15th by nominal GDP. The country's stock
market has evolved significantly, with the number of listed companies growing from 24 in 1987
to over 700 by 2020. In an effort to further stimulate the market, the Indonesian government
launched the "Yuk Nabung Saham™ campaign in 2015 to promote stock investing among the
population. This initiative aimed to transition Indonesia from a savings-focused society to one
more engaged in investment, leading to a notable increase in market participation, with capital
market investors rising from 1.6 million in 2018 to 6.1 million by August 2021.

Despite these advancements, Indonesia's annual GDP growth has been slowing, dropping
from 6.224% in 2010 to 5.018% in 2019. This economic deceleration was exacerbated by the
COVID-19 pandemic, which led to a global economic downturn, causing Indonesia’s GDP to
shrink by 2.04% in 2020. As of September 2021, Indonesia had over 4.1 million confirmed
COVID-19 cases, and globally, the pandemic caused severe disruptions, including to stock
markets.

Historically, stock returns have been impacted by significant events, such as pandemics.
The 2002-2004 SARS outbreak and other health crises like Zika and Ebola have all shown the
potential to influence stock returns negatively. During the COVID-19 pandemic, Indonesia’s stock
market also experienced substantial volatility. The Jakarta Composite Index saw a 16% drop in
March 2020 following the announcement of the country’s first COVID-19 cases, though the
market began to recover after social distancing measures were implemented.
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Stock return, the profit or loss investors realize from their investments, can be analyzed
through two main approaches: technical analysis and fundamental analysis. Technical analysis
involves studying past price movements to predict future returns, while fundamental analysis
assesses a company's financial health through indicators like profitability ratios, leverage ratios,
and market value ratios. Among these, return on assets (ROA), market capitalization, and debt-to-
equity ratio (DER) are critical in understanding a company's performance and its impact on stock
returns.

ROA measures how efficiently a company uses its assets to generate profit, with a higher
ROA indicating better profitability and potentially higher stock returns. A company with a high
ROA is more attractive to investors, which can drive up its stock price and returns. Similarly,
market capitalization, which reflects the total value of a company’s outstanding shares, positively
correlates with stock return as higher market caps signal investor confidence and company
stability.

On the other hand, DER, which measures a company's reliance on debt, has a negative

impact on stock returns. A high DER suggests that a company is heavily indebted, which can deter
investors due to the increased financial risk. Companies with lower debt are generally seen as more
stable, making their stocks more attractive and increasing their returns.
Another important factor in determining stock return is company size, typically measured by total
assets. Larger companies are perceived as safer investments due to their ability to generate
consistent profits and weather economic downturns. Consequently, stock returns tend to be higher
for larger companies compared to smaller, riskier firms.

The COVID-19 pandemic affected different sectors of the Indonesian stock market
unevenly. Sectors like healthcare and consumer goods experienced positive stimuli due to
increased demand for medical services and essential goods. Conversely, sectors like transportation
were negatively impacted by social distancing measures and travel restrictions. The varying
responses of different sectors to the pandemic illustrate how external shocks can have diverse
effects on stock performance.

This research builds upon previous studies, such as those by Abdullah M. Al-Awadhi and
colleagues, which analyzed the impact of COVID-19 on stock returns. While earlier research
focused on market capitalization and market-to-book ratio, this study introduces additional
variables like ROA, DER, and company size to provide a more comprehensive understanding of
stock return determinants. By incorporating these financial indicators, the research aims to offer a
deeper analysis of how company fundamentals, combined with market and pandemic-related
factors, influence stock returns in Indonesia.

There is also a significant gap in research on the effects of COVID-19 on stock returns,
particularly in relation to Indonesia’s stock market. Previous pandemics, such as SARS and the
Spanish flu, were less impactful on global stock markets compared to COVID-19, which has
caused unprecedented economic and financial disruptions worldwide. Understanding how
different factors, including company performance metrics and sector-specific dynamics, interact
with such an extraordinary event can provide valuable insights for investors and policymakers.

In summary, the COVID-19 pandemic has underscored the importance of both financial
fundamentals and external events in shaping stock market performance. By examining the roles of
profitability, leverage, market valuation, and company size, this research seeks to shed light on the
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key drivers of stock return in the context of a global health crisis, offering practical implications
for investors navigating the volatile market environment.

LITERATURE REVIEW

Theoretical Framework
Efficient Market Hypothesis

The efficient market hypothesis suggests that the market is said to be efficient when the
prices are a full reflection of all existing information. There are three information subcategories:
First, historical information such as historical prices of the stock; second, publicly available
information such as annual income, stock split, etc.; and third, insider information that is retrieved
monopolistically (Anggraini, 2021). According to (Shleifer, 2003), the efficient market hypothesis
contains three assumptions: 1) Investors are assumed to act rationally and would value stocks
based on rational reasoning. 2) Some of the investors would act irrationally. However, their actions
are assumed to be random, hence there would be no significant effect as they will cancel each other
out. 3) Rational arbitrary investors would minimize the effects of irrational investors towards the
stock prices in the capital market. According to (Hasanuddin, 2015), there are several things that
should be fulfilled in order to achieve an efficient market: 1) There are a big number of investors
who are considered rational and are eager to gain maximum profit. Those investors are actively
participating in the market by analyzing, evaluating, and trading. 2)All market participants can
receive information at the same time, at a low cost, and in an easy way. 3) The information sent
out is random. 4) Investors would quickly react towards the information received; hence stock
prices will move according to their appropriate value. This means, because the information sent
out is random, it means that each of the changes in stock prices are both independent and random.
The changes in stock prices today are not affected by the changes in the past as the recent change
is a result of the new information received recently.

Conceptual Framework
Model 1 (Year 2019)
Model 1 uses data from the year 2019.
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Figure 2.2 Conceptual Framework Model 1
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Model 2 (Year 2020)
Model 2 uses data from the year 2020.
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Figure 2.3 Conceptual Framework Model 2

Hypothesis Development

The Impact of Return on Asset Towards Stock Return in Indonesia

Return on asset is a financial ratio that measures a company’s profitability. This ratio can be used
to indicate a company's ability to create profits based on the quantity of assets it owns. The better
the return on investment (ROI), the more profitable the company is.A study conducted by
(Nugroho, 2020) found that ROA has significant positive effect towards stock return. Another
study conducted by (Mogonta & Pandowo, 2016) also agrees that ROA has a significant positive
effect towards stock return. A study conducted by (Permatasari et al., 2019) found that ROA has
significant effects towards stock return. However, a study conducted by (Mangantar et al., 2020)
found that ROA has insignificant negative effects towards stock return. Hence, based on the
statements above, the hypothesis that can be drawn is:

H1: Return on asset has a positive impact towards stock return

The Impact of Market Capitalization Towards Stock Return in Indonesia

Market capitalization is a measure of total value in money of a company’s outstanding share of
stock. Market capitalization can be used to compare one company’s stock with the others. Market
capitalization can help compare the size of companies. A study conducted by (Tahir et al., 2013)
found that market capitalization has a positive and significant effect towards stock return. Another
study conducted by (Wahyudi et al., 2020) also found that market capitalization has a positive
effect towards stock return. Hence, based on the statements above, the hypothesis that can be drawn
is:
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H2: Market capitalization has a positive impact towards stock return.

The Impact of Daily Increase of COVID-19 Total Confirmed Cases Towards Stock Return
in Indonesia

The daily increase of COVID-19 total confirmed cases measures the total number of people tested
positive for COVID-19 in one particular day. A study conducted by (Anh & Gan, 2020) revealed
that daily cases of COVID-19 negatively affect stock return significantly. This result is on par with
a study done by (Tek & Madai, 2021) which stated that COVID-19 daily infected cases are
significantly negatively related with stock returns. Another study conducted by (Xu, 2021) also
agrees that stock return is negatively affected by COVID-19 cases. These results are consistent
with a study conducted by (Zach, 2003) which stated that stock returns may be affected by major
events. Hence, based on the statements above, the hypothesis that can be drawn is:

H3: Daily increase of COVID-19 total confirmed cases has a negative impact towards stock
return.

The Impact of Stock Sector Towards Stock Return in Indonesia

Stock sector is defined as the categorization of companies’ stock based on its sector of operations.
The Indonesia Stock Exchange categorized the stock into 9 sectors: agriculture; mining; basic
industry and chemicals; miscellaneous industry; consumer goods; property, real estate and
building construction; infrastructure, utility and transportation; finance; and trade, service and
investment. These stock sectors have different amounts of stocks listed in them. For the purpose
of this study, several stock sectors that are viewed to be more impacted by COVID-19 are getting
the value 1, whereas the stock sectors that are not affected are getting the value 0. A study
conducted by (Karim & Saba, 2021) shows different results regarding the effect of COVID-19
cases towards stock return. The study concluded that different sectors’ stock return reacted
differently towards COVID-19 cases. Several sectors were impacted by the number of COVID-19
cases, while the other sectors were not impacted. Another study conducted by (Trisnowati &
Muditomo, 2021) also found that only 6 out of 9 stock sectors in Indonesia are affected by COVID-
19. Hence, based on the statements above, the hypothesis that can be drawn is:

H4: Stock sector has a negative impact towards stock return.

METHODOLOGY
Sample
Sample is defined as a certain portion of a population (Banerjee & Chaudhury, 2010). Purposive
sampling, also known as judgment sampling, is the intentional selection of a participant based on
the individual's characteristics (Etikan, 2016). Based on this interpretation, this research uses
purposive sampling technique by defining a few characteristics and criteria that must be fulfilled
in order to qualify as a part of the sample. The sample data used for Model 1 is taken from the year
2019, whereas the sample used for Model 2 is taken from the year 2020. The criteria for the
samples are as follows:
1. The company is listed on the Indonesia Stock Exchange during the period of 2018-2020.
2. The company’s IPO date is before 1 January 2018.
3. The company should publish annual financial reports during the period of 2019-2020.
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4. The company is not experiencing bankruptcy.

5. The company published financial reports that contain information that is necessary for this
research.

6. The company is not operating in the financial sector.

Empirical Model

The empirical models used to analyze the impact of COVID-19 pandemic towards stock return in
Indonesia are as follows:

Model 1 (Year 2019)

Y =a+BIX1 +B2X2 + B3X3 + p4X4 +e

Model 2 (YYear 2020)

Y =a+ BIX1 + B2X2 + B5X5 + P3X3 + B4X4 + JOD + e

where:

Y : Stock return

o : Constant
B1,2,3,4,5 :Regression coefficient
[10: Regression coefficient
X1 : Return on asset

X2 : Market capitalization
X3 : Debt-to-equity ratio
X4 : Company Size

X5 :COVID-19 cases

D : Stock sector

e :error

Figures and Tables

Descriptive Statistical Analysis

Descriptive statistical analysis provides a summarization of the quantitative explanations and the
characteristics of the data analyzed by using total number of observations (N), maximum value,
minimum value, average value (mean), and standard deviation.

Table 1 Descriptive Statistics
Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
STOCK_RETURN 776 -.9564 2.0423 -.105553  .3365343
ROA 776 -.3143 .3163 .013050 .0769456
DER 776 -3.9969 12.1409 .653370 1.0016123
COM _SIZE 776 10.6474  19.6790 14.976026 1.6632418
M_CAP 776 2.1958 12.9024  7.396371 1.8599009
COV_CASE 776 .0000 7.6161 3.808042 3.8104982
D _SECTOR 776 0 1 81 .395
Valid N (listwise) 776
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Coefficient of Determination (R?)
Table 2 Coefficient of Determination (R?) Result for Regression Model 1 and 2

Adjusted RStd. Error of the
Model R R Square Square Estimate
1 .3542 126 121 .3154999
2 452° 204 198 3014155

a. Predictors: (Constant), M_CAP, DER, ROA, COM_SIZE

b. Predictors: (Constant), M_CAP, DER, ROA, COM SIZE, D _SECTOR,
COV_CASE

c. Dependent Variable: STOCK_RETURN

Coefficient of determination (R?) test is useful to test how far the independent variables
can explain and represent the dependent variable. As seen on Table 4.7, the R Square (R?) value
of regression model 1 is 0.126. For a more accurate result, we should use the value of the Adjusted
R Square, which is 0.121. This means the independent variables in this study manage to explain
the dependent variable as much as 12.1%, whereas the remaining 87.9% is explained by other
factors and variables.

However, for regression model 2, as seen on Table 4.7, the R Square (R?) value is 0.204,
which is 0.078 higher than model 1. For a more accurate result, we can refer to the Adjusted R
Square value, which is 0.198 for model 2, resulting in a 0.077 increase compared to model 1. This
means the independent variables in model 2 are able to explain the dependent variable as much as
19.8%, whereas the remaining 80.2% is explained by other factors and variables. This shows that
the independent variables in model 2 can explain the dependent variable 7.7% more than model 1.

Simultaneous Significance (F-Statistics)
Table 3 F-Statistics Result for Regression Model 1 and 2

ANOVA?

Model Sum of Squares df Mean Square F Sig.
Regression 11.027 4 2.757 27.696 .000P
Residual  76.746 771 .100
Total 87.773 775
Regression 17.908 6 2.985 32.853 .000°
Residual  69.865 769 091
Total 87.773 775

a. Dependent Variable: STOCK_RETURN
b. Predictors: (Constant), M_CAP, DER, ROA, COM_SIZE
c. Predictors: (Constant), M_CAP, DER, ROA, COM_SIZE, D_SECTOR, COV_CASE

A simultaneous significance (F-statistics) test is used to analyze whether the regression
model’s independent variables as one whole affects the dependent variable. Looking at Table 4 we
can see that the F value for regression model 1 (year 2019) equals to 27.698 with a significance
level of 0. This significance level is lower than a = 0.05. From this, we can conclude that the
independent variables from regression model 1, which are return on asset (ROA) and market
capitalization (M_CAP), simultaneously and significantly affect the dependent variable. As a
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result, the regression model 1 (year 2019) can be used to explain the dependent variable stock
return (STOCK _RETURN).

Looking at Table 3, we can see that the F value for regression model 2 equals to 32.853
with a significance level of 0. This significance level is lower than o = 0.05. From this, we can
conclude that the independent variables from regression model 2 (year 2020), which are return on
asset (ROA), market capitalization (M_CAP), total increase in daily covid confirmed cases
(COV_CASE), and stock sector (D_SECTOR), simultaneously and significantly affects the
dependent variable. As a result, the regression model 2 (year 2020) can be used to explain the
dependent variable stock return (STOCK_RETURN).

Partial Significance (t-Statistics)
Table 4 t-Statistics Result for Regression Model 1 and 2

Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) 577 126 4577 .000
ROA .885 165 202 5.376 .000
DER 013 012 .038 1.077 282
COM_SIZE  -.085 .013 -.422 -6.806 .000
M_CAP .078 012 430 6.716 .000
2 (Constant) .608 122 5.003 .000
ROA 681 .159 .156 4.282 .000
DER .010 011 .029 .845 .399
COM SIZE  -.075 012 -373 -6.267 .000
M_CAP 071 011 392 6.338 .000
COV_CASE -.025 .003 -.282 -8.592 .000
D SECTOR -.035 .028 -.041 -1.259 209

Significance (t) test can be used to analyze whether each of the independent variables has
any significant effect towards the dependent variable. Looking at Table 4 based on the significance
level of the t-test, most of the independent variables in regression model 1 (year 2019) significantly
affect the dependent variable. The independent variables that have a significance level that is lower
than 0.05 are return on asset (ROA) and market capitalization (M_CAP). These independent
variables are considered to have a partial significant effect towards the dependent variable stock
return (STOCK_RETURN), which means each of the independent variables strongly affects stock
return.

Looking at Table 4, based on the significance level of the t-test, most of the independent
variables in regression model 2 (year 2020) significantly affect the dependent variable. The
variables that have a significance level that is lower than 0.05 are return on asset (ROA), market
capitalization (M_CAP) and covid confirmed cases (COV_CASE). These independent variables
are considered to have a partial significant effect towards the dependent variable stock return
(STOCK_RETURN), which means each of the independent variables strongly affects stock return.
However, the dummy variable stock sector (D_SECTOR) has a significance level of 0.209, which
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is higher than 0.05. This means, the dummy variable stock sector (D_SECTOR) has insignificant
effect towards stock return (STOCK_RETURN).

Analysis of Regression

The Impact of Return on Asset towards Stock Return

Based on the partial significance test (t-test) results on Table 4 the independent variable return on
asset (ROA) has a positive significant impact towards the dependent variable stock return
(STOCK_RETURN). In regression model 1 (year 2019), ROA has a significance level of 0.000,
which is under the 5 percent significance rate (a = 0.05). ROA also has an unstandardized beta of
0.885. In regression model 2 (year 2020), ROA has a significance level of 0.000, which is under
the 5 percent significance rate (o = 0.05). ROA also has an unstandardized beta of 0.681. As a
result, we accept Hi that return on assets has a positive impact towards stock return.

Investors tend to analyze companies’ performance by looking at their annual financial
report. They use tools such as financial ratios to measure the company’s performance. One of the
financial ratios that investors often use is the profitability ratio return on assets. This ratio measures
how well a company can generate profits using their assets. As the main objective of a business in
making profits, companies with high profitability rates are more interesting for investors. Investors
are more likely to invest in a stock from a company that is more profitable, which translates to
having a higher ROA rate. This then makes the price of the stocks increase, which results in a
higher stock return. Companies with higher profitability rates are also more likely to grow and
expand their business. This is because they can use the profits earned to further improve their
business operations. Another aspect that investors seek in a company is growth. As a company
grows, that company increases in value, which means their stock is likely to also increase in value.
This then results in a higher stock return, which is what investors are seeking for.

Comparing results from regression model 1 and 2, we can see that both models gave
significant results. The significance level for both model 1 and 2 is 0, which is below the 5 percent
significance rate (o = 0.05). This means, ROA for both year 2019 and 2020 significantly impacts
stock return. This proves that even with the existence of an unusual major event such as COVID-
19 pandemic, ROA maintains its position as a significant factor that affects stock return. Even
amid high levels of uncertainty, investors still believe that ROA is an important financial ratio that
is considered when investing in stocks.

The result of this study is consistent with the first hypothesis (H1) which states that ROA
has a positive impact towards stock return. This is also consistent with the study conducted by
(Mogonta & Pandowo, 2016) and (Nugroho, 2020) which states that ROA has a significant
positive effect towards stock return. However, it is inconsistent with the study conducted by
(Mangantar et al., 2020) which states that ROA has insignificant negative effect towards stock
return.

The Impact of Market Capitalization towards Stock Return

Based on the partial significance test (t-test) results on Table 4 the independent variable market
capitalization (M_CAP) has a positive significant impact towards the dependent variable stock
return (STOCK_RETURN). In regression model 1 (year 2019), M_CAP has a significance level
of 0.000, which is under the 5 percent significance rate (o« = 0.05). M_CAP also has an
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unstandardized beta of 0.078. In regression model 2 (year 2020), M_CAP has a significance level
of 0.000, which is under the 5 percent significance rate (o = 0.05). M_CAP also has an
unstandardized beta of 0.071. As a result, we accept H» that market capitalization has a positive
impact towards stock return.

Market capitalization measures a company’s outstanding share of stock’s total value in
money. It is generally used as a tool to compare one stock to another. It can also be used to compare
the size of a company and its stock valuation. Generally, investors are more willing to invest their
money in stocks with higher valuation. This is because stocks that are high in value are usually
owned by larger companies. Larger companies have more resources and therefore are more likely
to generate profits. They are also more likely to grow and expand their business because they have
more resources to do so. In addition to that, larger companies are also less likely to go bankrupt.
This causes investors to have more trust in companies that are larger in size, and they proceed to
invest in their stocks. Another reason investors prefer to invest their money in larger cap stocks is
because they are less volatile. This gives investors a sense of security, while also giving investors
a good future prospect.

Humans are generally loss averse. They tend to minimize and escape from loss. This is also
prevalent in investors. Because investors are loss averse, they are more likely to invest their money
in stocks with mid to high market capitalization. Market capitalization shows us a company’s
business development stage. Larger cap stocks are considered mature and are lower in risk, but
also lower in growth prospect. Because larger cap companies have grown and mature so much,
there is less room for it to grow exponentially. Their growth rate is lower compared to the newly
established companies. Nevertheless, because they have stood their ground and built that
foundation, it is also less likely for larger cap companies to go bankrupt, hence the risk of loss is
much lower. Middle cap stocks are usually companies that have passed their early stage of growth,
have built a good foundation, and are ongoing to reach their maximum potential and maturity.
These stocks offer higher potential in growth but also with a higher risk. Because middle cap
companies have not reached their maturity, there is still room for growth and expansion. Their
growth rate is higher than larger cap companies, but lower than the smaller cap companies.
However, the risk of bankruptcy and loss for middle cap companies is higher than large cap
companies. Investors who are seeking higher growth prospects with the exchange of higher risk
tend to invest their money in middle cap companies. Lastly, we have small cap companies. Smaller
cap companies offer bigger potential for growth and expansion. However, these are the companies
who just started their journey and have not built a strong foundation. Hence, these companies are
more likely to file for bankruptcy. Investing in a small cap stock is highly risky. Therefore,
investors are less likely to invest their money in smaller cap stocks. Usually, only a small portion
of an investor’s portfolio will go to small cap stocks. Because smaller cap stocks have higher
volatility, and with a major unusual event such as COVID-19 pandemic happening, the volatility
of the stock market is even higher. This causes investors to invest less on smaller cap stocks, which
causes stock prices to decrease, and stock return also decreases.

The result of this study is consistent with the second hypothesis (H2) which states that
market capitalization has a positive impact towards stock return. This is also consistent with the
study conducted by (Tahir et al., 2013) and (Wahyudi et al., 2020) which states that market
capitalization has a significant positive effect towards stock return.
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The Impact of Daily Increase of COVID-19 Total Confirmed Cases towards Stock Return
Based on the partial significance test (t-test) results on Table 4 the independent variable covid case
(COV_CASE) has a negative significant impact towards the dependent variable stock return
(STOCK_RETURN). In regression model 2 (year 2020), COV_CASE has a significance level of
0.000, which is under the 5 percent significance rate (o = 0.05). COV_CASE also has an
unstandardized beta of —0.075. As a result, we accept Hs that the daily increase of COVID-19 total
confirmed cases has a positive impact towards stock return.

The COVID-19 pandemic can be categorized as a major unusual event. A major event can
affect stock returns as investors’ behavior can be affected by that major event. The increase in total
confirmed cases causes investors to be fearful as it relates to the severity of COVID-19 pandemic.
This fearful behavior causes investors to change their investing pattern and reduces their trust in
stocks. A lot of investors choose to withdraw their money from the stock market. This causes the
price of stocks to fall, hence reducing the stock return.

The decrease in stock return is also affected by the COVID-19 protocols and lockdowns.
As social distancing protocols are instilled, consumer behavior changes and their buying pattern
also changes. Lockdown policies also cause production rate to decrease. This means companies
cannot function properly, hence causing them to generate less profits. This causes investors to be
less willing to invest their money on stocks, which eventually causes a decrease in stock price and
stock return.

The result of this study is consistent with the third hypothesis (Hs) which states that the
daily increase of COVID-19 total confirmed cases has a negative impact towards stock return. This
result is consistent with a study done by (Tek & Madai, 2021) which stated that COVID-19 daily
infected cases are significantly negatively related with stock returns. It is also consistent with a
study conducted by (Xu, 2021) which agrees that stock return is negatively affected by COVID-
19 cases.

The Impact of Stock Sector towards Stock Return

Based on the partial significance test (t-test) results on Table 4 the dummy variable stock sector
(D_SECTOR) has a negative but insignificant impact towards the dependent variable stock return
(STOCK_RETURN). In regression model 2 (year 2020), D_SECTOR has a significance level of
0.209, which is greater than the 5 percent significance rate (o = 0.05). D_ SECTOR also has an
unstandardized beta of —0.033. As a result, we accept Ha that the stock sector has a negative impact
towards stock return.

Stocks in Indonesia are divided into 9 sectors: agriculture; mining; basic industry and
chemicals; miscellaneous industry; consumer goods; property, real estate and building
construction; infrastructure, utility and transportation; finance; and trade, service and investment.
These sectors are categorized by their business operations. Different stimuli have different effects
towards each sector. Based on the 2020 GDP growth rate data provided by Statistics Indonesia,
the stock sectors most affected by COVID-19 pandemic are: trade; property, real estate, and
building construction; mining; infrastructure, utility, and transportation; consumer goods; and
basic industry and chemicals. However, based on the result of this study, the stock sector does not
significantly affect stock return. The significance level of D_SECTOR is 0.209, which is way

11



|ConEnt

The 4™ International Conference on Entrepreneurship

above the 5 percent significance rate (o = 0.05). This result is concurrent with a previous study
conducted by (Mugiarni & Wulandari, 2021) which reveals that only two out of six chosen stock
sectors have significant impact towards stock return, which are consumer goods and basic industry
and chemicals. This means most of the stock sectors do not have significant impact towards stock
return in Indonesia.

The result of this study is consistent with the fourth hypothesis (Ha) which states that the
stock sector has a negative impact towards stock return. This is consistent with the study conducted
by (Karim & Saba, 2021) and (Trisnowati & Muditomo, 2021) which states that several stock
sectors are more affected than others regarding to COVID-19.

Conclusion

This study is conducted to learn the impact of COVID-19 pandemic towards stock return. This
research topic is interesting as COVID-19 pandemic is a relatively new and unusual phenomenon.
This study uses independent variables namely return on asset (ROA), market capitalization and
daily increase of COVID-19 total confirmed cases. This study also uses a dummy variable of the
stock sector which represents the sectors most affected by COVID-19 pandemic. The dependent
variable for this study is stock return. The companies observed in this study are the public
companies listed in Indonesia Stock Exchange (IDX) during the period of 2019 to 2020. There are
a total of 388 companies that fulfills the criteria described in Chapter 3 and are used as samples in
this study. Based on the results of the tests done to the models used in this study, the author found
that:

1. Return on asset has a significant positive impact towards stock return. This means we can
accept the first hypothesis (H1) as ROA has a positive impact towards stock return.

2. Market capitalization has a significant positive impact towards stock return. This means
we can accept the second hypothesis (H2) as market capitalization has a positive impact
towards stock return.

3. Daily increase of COVID-19 total confirmed cases has a significant negative impact
towards stock return. This means we can accept the third hypothesis (H3) as daily increase
of COVID-19 total confirmed cases has a negative impact towards stock return.

4. Stock sector has an insignificant negative impact towards stock return. This means we can
accept the fourth hypothesis (H4) as the stock sector has an impact towards stock return.

Implication of Results

Based on the results of this study, the author is able to recognize several implications, such as:
This study can help investors in making decisions regarding their investment in the Indonesia
Stock Exchange (IDX), especially during the era of COVID-19 pandemic. It is hoped that investors
can have a better understanding regarding the use of financial ratios and which financial ratios
have greater impact towards stock return. Moreover, it is hoped that investors can further
understand how the daily increase of COVID-19 total confirmed cases in Indonesia impacts the
stock return in Indonesia Stock Exchange (IDX). This study can help future and further researchers
to have a better knowledge and understanding regarding the impact of COVID-19 pandemic
towards stock return in Indonesia.
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