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ABSTRACT 

The COVID-19 pandemic has resulted in fluctuations in 

movement stock prices, and greatly influenced economic 

conditions as well as reactions of investors regarding the rights 

issue policy which will influence buying and selling interest 

shares. The rights issue is an event where information is published 

as an announcement that can be used to see market reactions. This 

research was conducted to analyze investor reactions to the Rights 

Issue announcement. Using 50 samples of companies that carried 

out rights issues during 2017 - 2020. The inquiry about was 

carried out utilizing the occasion consider strategy with an 

advertising show approach. The ordinariness test is the 

Kolmogorov – Smirnov test. The statistical test used in this 

research is the difference between two means tests (Wilcoxon 

Signed Rank Test). The comes about of this inquiry appears that 

there's a noteworthy contrast in excess returns within the period 

sometime recently and after the declaration of the rights issue, be 

that as it may, this inquiry appears that there's no distinction in 

stock liquidity sometime recently and after the declaration of the 

rights issue. there's no distinction between the bid-ask spread 

sometime recently and after the declaration of the rights issue, 

both sometime recently and amid the widespread COVID-19 

implies that the declaration of the rights issue cannot be utilized 

as a reference choice in an exertion to extend the liquidity of the 

company offers within the long-term brief, this can be since the 

declaration of the rights issue isn't sufficient contains data that can 

impact venture choices. 
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Introduction 

The existence of capital markets is increasingly important as a means of economic development 

for companies and investors (Iman et al., 2022). The economy should boost utilization, which may at 

that point be put toward investment projects. (Amijaya et al., 2023) The capital market as a vehicle for 

the financial sector outside banking is expected to be a means of obtaining funds quickly and easily 

from investors and creditors. One form of corporate action is issuing a rights issue or pre-emptive rights 

(HMETD) to obtain additional funds for issuers that are already listed on the stock exchange. 

Companies carry out rights issues as a way to generate more capital to finance business expansion plans 

and to finance internal operations. A rights issue is one of the corporate actions that companies are most 

interested in because to carry out a rights issue the company does not need to bear underwriting costs 

like a public offering and the profits obtained are greater than the costs incurred (Qosim et al., 2023).  

In any case, COVID-19 which spread all through the world at first did not influence the stock 

showcase, but with increasing casualties being affirmed, the stock showcase responded contrarily 

(Mendo et al., 2023). This moreover caused costs on the stock showcase to decay, particularly after 

WHO announced that COVID-19 was widespread and caused negative overabundance returns (Alali 

2020). The conditions of COVID-19 have too influenced stock showcase flow, causing stock trades all 

through the world to involve a decrease, and expanding wastefulness within the stock advertise (Sharma 

et al., 2021). The COVID-19 widespread in Indonesia has influenced the capital showcase, causing 

changes in exchanging times on the Indonesia Stock Trade and typically a negative flag that causes 

speculators to be more curious about offering their share proprietorship (Webber & Koops, 2022). In 

2023 is Indonesia’s recovery process after the COVID-19 pandemic. (Munifatussaidah et al., 2023) 

Moreover includes a negative effect on capital advertising and impacts speculators in making 

venture choices. This does not as it were affecting well-being. However, financial development, causes 

a lull within the economic framework, particularly within the mechanical, tourism, exchange, 

transportation, and venture segments, which affects the stock showcase which plays a critical part in 

financial development in numerous nations, both creating and creating nations (Rahman et al., 2022). 

In any case, there are still a few divisions that can develop, one of which is the broadcast 

communications segment (Pratiwi et al., 2022). Figure 1 shows the JCI movement. As a guide for 

investing in the capital market, especially shares, investors need information on share price movements. 

Figure 1. JCI movement of S&P 500 

Source: Yahoo Finance (2020) 



337 

When COVID-19 widespread influenced company execution, it caused everybody to socially 

remove or work from domestic (Zenrif & Mustofa, 2022). Be that as it may, this can be not an enormous 

issue for people any longer, since innovation has supplanted what people require and data frameworks 

can be the arrangement that businesses require nowadays (Pich and Sardjono 2020). Even though 

2020 experienced a decline compared to the previous year due to the COVID-19 pandemic, this did not 

prevent issuers from carrying out corporate rights issues because it is one way to obtain sources of 

funds. Ghozali and Solichin (2003) said that there are two reasons for companies to carry out rights 

issues apart from being able to reduce costs because they do not use the services of underwriters and 

rights issues cause the number of existing shares to increase so it is hoped that this will increase trading 

frequency.  

Meanwhile, for shareholders, a rights issue can make it easier for shareholders to maintain their 

proportion of share ownership. The rights issue will change the company's capital structure. If the 

company's capital structure is changed using a limited share offering, it will result in the number of 

shares in circulation increasing, which means increasing share liquidity and will also affect the 

dividends that will be received. The smooth running of a large transaction with low costs and a short 

time is reflected in liquidity (Blau et al. 2018). The bid-ask spread is a proxy in this research that is used 

to measure stock liquidity which is related to stock transaction costs.  

Sakwa (2013) and Bashir (2013) researched the influence of rights issue announcements. The 

research results show that stock returns react positively to the rights issue announcement. Be that as it 

may, Naidu and Suresha (2012) uncovered that there was no distinction in abundance returns some time 

recently and after the rights issue since ancient shareholders were of the see that the rights issue was 

fair conventional data. Event study is a methodology discovered by Eugene Fama in 1969 whose aim 

is to observe market reactions to an event whose information is published as an announcement. 

Apsari and Yasa's (2017) research shows that before and after the announcement of the rights 

issue there are negative reactions. Research on the bid-ask spread was also conducted by Celinawati 

and Isbanah (2019) with the results that there was no significant influence on the announcement of the 

rights issue. (Wahyudi et al., 2017) found that the declaration of a rights issue was considered terrible 

news by financial specialists. The same comes about were too found in an investigation by Lee et al. 

(2014) that speculators respond contrarily to the declaration of a rights issue and the irregular return on 

the day of the declaration produces -12.10%.  

Most rights issues don't have a critical impact, even though an investigation by (Ridho et al. 2017) 

shows that there's a critical impact on irregular returns and stock exchanging volume with rights issue 

activities. Ramesh and Rajumesh (2014) conducted in Colombo obtained the results that there was a 

dominant pattern of positive AAR (Average Abnormal Return) around the event period (Billah et al., 

2023). There are various research results, but they tend to get negative results, which means they support 

the signaling theory model which assumes the existence of asymmetric information between various 

capital market players. This model states that the market will react negatively to the announcement of 

the addition of new shares, which indicates the presence of bad information (bad news).  Most of the 

negative empirical results are caused by investors receiving bad news that the issuer is carrying out a 

rights issue not for business expansion but rather to pay debt, unstable stock price volatility, destitute 

advertise conditions, moo company development, higher obligation capacity, and lower execution. 

terrible company. so that financial specialists are cautious in utilizing their rights to carry out a rights 

issue (Santoso & Kusuma, 2023).  

The issuance of modern offers will cause the issuer's offers to encounter weakening. Because the 

results do not follow the proposed hypothesis, it shows that there is no influence of the rights issue 

announcement on stock returns. So, the author researched to analyze how investors' reactions to rights 

issues influence market conditions and investors' preferences for information, which appears that the 

showcase reacts to data rapidly and appropriately in agreement with the effective advertising concept 
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(Ryandono et al., 2022). This investigates points to test whether the rights issue has adequate data 

substance to create the advertising response to the declaration by looking at the abundance return and 

bid-ask spread. Based on the problem statement above, the objectives of this research are: 

1. Analyze the difference in average excess stock returns before and after the announcement of the

rights issue before and during COVID-19

2. Analyze differences in stock liquidity as measured by the bid-ask spread before and after the

announcement of the rights issue before and during Covid-19

Literature Review  

Corporate Action Right Issue 

Corporate action is the activity of the stockholders that can affect the number of shares 

outstanding, share composition, share movements, and so on (Wardhana, Ratnasari, et al., n.d.). 

According to, the purpose of the right issue in addition to increasing capital is so that old shareholders 

can maintain control over the comp (Mathlouthi & Bahloul, 2022) any and prevent a decline in 

shareholder wealth. Right is not an obligation and is only a right. If the shareholder does not take away 

his rights, then he can sell the rights to other investors.  

A rights issue is an occasion that gives benefits for speculators and companies, since the rights 

issue can increment stock liquidity, alluring unused speculators to contribute within the company, too 

expanding the extent offers that speculators now possess (Wijayanti et al., 2020). Previous research 

according to Bashir (2013) found evidence that there was a positive excess return on the date of the 

rights event issues. The bid-ask spread is a possible measurement of stock liquidity by looking at the 

spread level, the lower the difference in ask price (bid) with the offer (ask) price, it indicates that share 

liquidity has increased (Intariani & Suryantini, 2020). (Rahman et al., 2022) stated with the spread 

Maximum demand and premium return price impact show results which is statistically and 

economically significant.  

Hypothesis Development 

A rights issue is an event that provides benefits for speculators and companies since a rights 

issue can increase share liquidity, pull in modern financial specialists to contribute within the company, 

and increase the extent of offers right now possessed by financial specialists. Previous research 

according to Violita (2015) stated that the market reaction occurred after the announcement of the rights 

issue, namely that earnings per share did not have a significant effect in a positive direction on abnormal 

returns, likewise research by (Mathlouthi & Bahloul, 2022) showed that there was a significant average 

abnormal return and there were differences in activity. significant trading volume before and after the 

rights issue. The bid-ask spread is one way to measure stock liquidity by looking at the spread level, 

the lower the difference between the asking price (bid) and the bid price (ask), the shows that stock 

liquidity has increased (Juhro & Iyke, 2019). Blau et al. (2018) stated that the impact of maximum 

demand spread and premium return price shows statistically and economically significant results. These 

findings suggest spreads are important when identifying liquidity. So, the researcher developed the 

following hypothesis: 

H0: There is no difference in the average excess return and stock liquidity measured with the bid-ask 

spread before and after the announcement of the future rights issue before and during the COVID-19 

pandemic 

H1: There is a difference in the average excess return and stock liquidity measured with the bid-ask 

spread before and after the announcement of the future rights issue before and during the COVID-19 

pandemic 
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Methodology  

Data Collection 

This research uses quantitative methods that are event study Population of this study consists of 

companies listed in the Indonesia Stock Exchange (IDX) which conducted right issue in the period 2017-

2020. Sorts of information that will be utilized in this consideration are auxiliary information. This ponders 

employment day by day near the cost of firms recorded in IDX which conducts right issues from 2017 to 

2020, and day by day near the cost of advertise record return information.  

The length of time for an event study is determined in the forecast window, this is the period before 

an event occurs. This estimation window explains the normal behavior of a stock. The estimation period is 

set as 120 days sometime recently the occasion (considered. -125 to -6.) and the 11-day window period of 

-5 (some time recently declaration of the rights issue) and +5 (after the declaration of the rights issue)

The sampling method uses purposive sampling. There are some criteria for selecting the sample, such 

as: 

1. Indonesian Capital Market (IDX), The Indonesia Capital Market Institute (TICMI), and KSEI should

have certain information about the date of the right issue announcement held by companies.

2. Expect that there are no other corporate activities or events happening within the companies and

perplexing occasions amid the perception period

3. complete data available the highest selling price (ask price) and lowest purchase price (bid price) for

each sample of the company during the observation period.

Based on the criteria, 50 companies were obtained that carried out rights issues from January 2017

to December 2020 on the IDX.

Method of Analysis 

As stated in Hartono’s book (2015), the formula of return was as follows: 

Where Pit is the cost of stock in the current day, Pit-1 is the cost of stock within the day sometime 

recently or recently. Calculate the genuine advertise return, it requires the cost of the advertising file of the 

current day subtracted from the price of the showcase record within the day sometime recently isolated by 

the cost of the showcase list the day. The equation characterized as takes after (Hartono, 2015): 

Where Rmt is the showcase return of the advertising portfolio on day t, IHSG (Record Composite 

Stock Price) is the advertise list of Indonesian Stock Trade. In his pondering, Chakraborty (2011) expressed 

the anticipated return of stock i for day t, E(Rit) calculated by putting the esteem of Rmt to particular OLS 

estimation of αi and βi into taking after condition: 

E(Rit) = αi+ βi Rmt 

Where Rmt is the advertising return of the showcase portfolio on day t, αi is the caught term, and 

βi is the orderly chance of the (i) stock, εit is the remaining showcase show with zero cruel and steady 

change. To calculate irregular return, Chakraborty (2011) characterizes unusual return (ARit) as the contrast 

between genuine return (Rit) and the anticipated return E(Rit). The condition is characterized as: 

ARit = Rit – E(Rit) 
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Cumulative Average Abnormal Return (CAARt) by including up the irregular returns amid the 

perception period 5 days sometime recently and 5 days after the rights issue declaration date and after that 

isolating by the number of tests (n), This normal is to discover out whether there's a contrast in anomalous 

returns sometime recently and after the declaration of the rights issue. Includes an equation (Hartono, 2015): 

Bid-ask spread variable is the difference between the lowest ask price and the highest bid price that 

reflects the transaction costs faced by market participants (Juhro & Iyke, 2019). 

BAS= Aski,t-Bidi,t /[(Aski,t+Bidi,t)] 

Normality Test Method 

To see whether the model has a normal data distribution or no normality test is required (Fauziana 

et al., 2022). If the model has a normal distribution, then it can be said that the model is good. The normality 

test uses One-Sample Kolmogorov Smirnov when determining the mean (Wardhana & Ratnasari, 2022). If 

it is significant > 0.05 then the data is normally distributed, and if it is significant < 0.05 then the data is not 

normally distributed. If you use the paired sample t-test to test the hypothesis then the data is normal, but 

if it is not normally distributed then use the Wilcoxon signed rank. 

Parametric Test (Paired Sample T-Test) 

A paired sample t-test was carried out to determine whether there were significant 

differences in the population based on the average. In addition, this test comes from the same 

subject or one size from a pair of subjects (Bong & Premaratne, 2019). As for the paired sample t-

test is: 

Non-Parametric Test (Wilcoxon Signed Rank Test) 

The Wilcoxon Signed-Rank Test is a statistical method used to compare a single sample using 

ranks of data (Doane et al. 2020). Using the Wilcoxon signed rank test because the selection was 

carried out on two related samples. decision-making criteria is Ho is accepted if P-Value> 0.05 means 

that there is no significant difference and Ho is rejected if P-Value <0.05 means there is a significant 

difference. Formula to calculate: 
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Results And Discussion 

Descriptive Statistics 

Descriptive statistics explain the general description of the distribution and behavior of sample data 

(Ghozali, 2013). 

Table 1. Descriptive Statistical Analysis of Average Excess Return and Bid-Ask Spread  

Before and After Announcement of the Right Issue 

N Minimum Maximum Mean 

Excess Return – Before 50 -0.0437 0.2538 0.0206 

Excess Return – After 50 -0.1145 0.0837 -0.0060

Bid-Ask Spread – Before 50 -0.7978 1.0000 -0.0107

Bid-Ask Spread – After 50 -0.1970 1.0000 0.0675

Data processed (2020) 

Based on Table 1, the normal overabundance return and bid-ask spread of all tests (50 companies) 

were considered during the period sometimes recently and after the declaration of the rights issue. The 

comes about appears that the normal abundance return sometimes recently the declaration of the rights issue 

(period t-5 to t-1) is 0.0206 and the normal overabundance return after the declaration of the rights issue 

(period t + 1 to t + 5) is - 0.0060. The comes about of measurable information appears the normal 

overabundance returns after the declaration of the proper issue has diminished. Whereas the normal bid-

ask spread some time recently the declaration of the rights issue was -0.0107 and the normal bid-ask spread 

after the declaration of the rights issue was 0.0675. The comes about of the measurable information appears 

the normal bid-ask spread after the declaration of the rights issue which features a positive and expanding 

esteem. 

 The comes about of abundance return and the bid-ask spread are contrarily relative, showing that the 

rights issue conducted by the stockholders has satisfactory information to supply monetary masters with 

wealth returns and statements of rights issues that will be issued and scattered to the showcase by the 

stockholders can be held by some promote individuals well so that it can deliver benefits. The taking after 

charts of the normal overabundance return and bid-ask spread sometimes recently and after the declaration 

of the correct issue for the 11-day observation period can be seen in Figure 2. 

Figure 2. Average Excess Return and Bid-Ask Sprea 

Source: Data processed (2020) 
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Figure 2. appears that on days t-3, t-1, t0, t+1, and t+4, speculators get negative overabundance 

returns. This infers the advertiser responds more cautiously to terrible news and speculators tend to offer 

securities which causes stock costs to drop (Mandal and Rao, 2010). With data spillage which can be seen 

within the normal positive abundance return some time recently the declaration of the rights issue at t-4 and 

t-2 causes financial specialists to respond before picking up benefits. Data spills are caused by insider

exchange which implies a few speculators collaborate with company insiders. At that point, it drops

definitely at t+1 or after the declaration of the rights issue and rises once more at t+3 and there are variances

until t+5.

It is conceivable that speculators and the showcase are not eager around the declaration of the rights 

issue held by the company, separated from that they don't see the company's prospects well so they choose 

to deliver a negative. So, the bid-ask spread has fluctuated so the value of the bid-ask spread has decreased. 

Periods t+1 to t+4 after the announcement there is a positive increase, indicating that there is a delay in 

investors responding to information so that the bid-ask spread value is high, but after the announcement on 

t+5, the bid-ask spread value is low due to the information being distributed evenly distributed to all capital 

market players. This causes investors to react so that the stock starts actively trading which causes a 

reduction in the transaction cost component and adverse selection risk which results in a decrease in the 

value of the bid-ask spread (Wardhana, Rusgianto, et al., n.d.). Right issue announcements contain enough 

information to make the market react where fluctuations occur in excess return and bid-ask spreads 

before and after the announcement of a rights issue. 

Kolmogorov-Smirnov test results in Table 5, excess return and bid-ask spread before the COVID-19 

pandemic < 0.05. Based on These criteria means that the data is not normal and the hypothesis test uses a 

Wilcoxon signed-rank test 

Table 2. Kolmogorov Smirnov test results before COVID-19 

Source: Data processed (2020) 

Meanwhile in Table 3, excess return and bid-ask spread during COVID-19 > 0.05. Based on the 

criteria, the data is normal and hypothesis testing is used paired sample t-test 

Table 3 Kolmogorov-Smirnov test results during COVID-19 

Source: Data processed (2020) 

Excess Return 

- Before

Excess Return - 

After 

Bid-Ask Spread 

- Before

Bid-Ask Spread 

- After

N 50 50 50 50 

Asymp. Sig. (2-tailed) 0.004 0.008 0.000 0.000 

Test results Abnormal Abnormal Abnormal Abnormal 

Excess Return - 

Before 

Excess Return - 

After 

Bid-Ask Spread 

- Before

Bid-Ask Spread 

- After

N 50 50 50 50 

Asymp. Sig. (2-tailed) 0.052 0.636 0.280 0.298 

Test results Normal Normal Normal Normal 
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Test Results of Differences in Excess Return and Bid-Ask Spread in The Period Before and 

During The COVID-19 Pandemic 

Based on Table 4, the theory test is the Wilcoxon marked rank test where Sometimes COVID-19 

happened, the abundance return esteem gotten was 0.034 < 0.05, meaning there was a critical contrast 

sometimes recently and after the declaration of the rights issue. This investigation shows that the declaration 

of a rights issue impacts costs within the showcase, meaning that showcase players or speculators respond 

to the declaration of a rights issue. 

Table 4 Hypothesis test Wilcoxon signed rank test before COVID-19 

Data processed (2020) 

In Table 5 below, the paired sample t-test hypothesis test where when COVID-19 occurred market 

conditions were unstable with an excess return value of 0.338 > 0.05 that there was no difference significant 

impact on excess returns before and after the announcement of the rights issue. This research shows that 

the COVID-19 pandemic influences policy rights issues and influences prices in the market which have an 

impact on market players' or investors' negative reactions to the rights issue announcement (Wardhana, 

2021). Based on the inquiries about comes about, there are contrasts in the abundance of returns sometimes 

recently and after the declaration of the rights issue sometimes recently COVID-19 which demonstrated 

that there was a showcase response at the time of the rights issue, which suggests the declaration The rights 

issue contains adequate data to impact financial specialist inclinations in making investment choices 

(Duterme, 2023). 

Test result underpins the speculation of data substance hypothesis that can impact speculator 

inclinations. As a financial instrument, the capital showcase cannot be isolated from different natural 

impacts, both financial and natural non-economic (Febriyanti et al., 2022). Non-economic natural impacts, 

even though not directly related straightforwardly to the flow happening within the capital advertise, cannot 

isolated from stock trade exercises. The results of this study follow the results of research conducted by 

(Adekoya et al., 2021) which proves that there is no influence events on excess returns. 

Table 5.  Hypothesis test paired sample t-test during COVID-19 

Data processed (2020) 

Meanwhile, to test the bid-ask spread of offers both sometimes recently and amid COVID-19 

widespread with critical values (0.868 > 0.05) and (0.306 > 0.05) both appear that there's no distinction 

within the bid-ask spread some time recently and after the declaration of the rights issue, both sometime 

recently and amid the widespread COVID-19 implies that the declaration of the rights issue cannot be 

utilized as a reference and choices in an exertion to extend the liquidity of company offers within the long 

term brief, this can be since the declaration of the rights issue isn't sufficient contains data that can impact 

No Period Asymp. Sig. (2-tailed) Test Result 

1. 1.

2.

Excess return 

before and after 

0.034 Significant 

2. Bid-ask spread

before and after

0.868 Not 

Significant 

No Period Asymp. Sig.(2-tailed) Test Result 

1. Excess return 

before and after 

0.338 Not 

Significant 

2. Bid-ask spread

before and after

0.306 Not 

Significant 
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venture choices (Ghifara et al., 2022). Investors will only invest in shares they already know basic 

information and certainty, for example expectations dividend. This proves that the rights issue event 

increased number of shares outstanding but not supported by current investor decisions carry out trading 

transactions because investors see and learn the results of existing events and the impact of the information 

provided are negative for capital market players (Hidayat et al., 2022). 

Conclusion 

Based on the investigation comes about, it can be concluded that COVID-19 has significantly 

influenced different divisions, counting rights issues on the stock advertising which makes individuals 

reluctant to contribute. The number of businesses influenced by COVID-19 as reflected within the 

Composite Stock Cost Record (IHSG) has experienced a decay due to numerous financial specialists 

offering their offers. This causes investors to be pessimistic considering that the number of positive cases 

of COVID-19 continues to increase and they do not know how long it will last. end. This means that when 

the number of COVID-19 cases increases in a country, it will create market sentiment, which will have a 

significant effect on stock prices.  

With the abundance of investigations on abundance returns time recently the COVID-19 

widespread and amid COVID-19 widespread, there's a critical distinction in the overabundance of returns 

sometimes recently and after the rights issue occasion amid ordinary conditions since the rights issue 

contains adequate data to impact financial specialist inclinations in making speculation choices. In the 

meantime, amid COVID-19 widespread, there were no noteworthy contrasts since COVID-19 made doubt 

in society. Overreaction from the market influenced by COVID-19 has made investors more careful, 

careful, and quicker in receiving information reflected in stock prices and conditions in normal times and 

during the COVID-19 pandemic. 

Research Implication and Managerial Implication 

Based on the inquiry about comes about, there are a few administrative suggestions, counting that 

companies ought to give more point-by-point and broad data to showcase players regarding the usage of 

the rights issue so that there's no insider exchanging or deviated data. Topsy-turvy data happens when two 

parties have different extents of data. A few data is private and as it were several parties know the data. 

Uncertainty over asymmetric information will cause large transaction costs which will impact shares 

becoming illiquid and markets becoming inefficient. Based on the data obtained, rights issues tend to be 

less attractive amidst COVID-19 conditions, because market players will be more careful amidst economic 

uncertainty so investors will be more careful in executing their rights because conditions still have many 

challenges. So, currently, more market players are switching investments to safer instruments that carry a 

small risk of loss. 

 One of the implications that may arise is the increasing popularity of share ownership as a form of 

investment choice among the public, requiring further understanding of the various implications this may 

have. One of them is corporate action carried out by issuers through the issuance of stock derivative 

instruments, namely rights issues. This understanding is necessary for investors to reduce the risk of losses 

that may arise as a result of the rights issue. So, the test results obtained support the price pressure theory 

which assumes that with an information signal stock prices will fall permanently for a certain period after 

the announcement because investors absorb bad information from the signal. After a certain period, share 

prices will tend to rise to their original position. Before investing shares in a rights issue, you should first 

study the condition of the company concerned, especially regarding the use of rights issue funds, whether 

the investment will be used profitably or vice versa. 
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