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Abstract—This research aims to analyze the market reaction to 

the announcement of the acquisition of share prices due to the 

announcement event Indonesia's debt rating of Investment 

Grade Indonesia. This study used comparative descriptive 

research design. The sample used in this study was 41 companies 

included in the LQ45 index group on the Indonesia Share 

Exchange. The analysis was conducted using the event study 

method with a window period of 11 days, i.e., five days before, 

one day, the date of the event, and five days after the fact. The 

data used in this study are the daily closing share price and the 

composite share price index. The expected return calculation in 

this study used the market model. The results showed that: (1) 

There was an abnormal return the day before the announcement 

of Indonesia's debt rating increase. (2) There was no significant 

difference in the average abnormal return both before and after 

the announcement of the acquisition of Investment Grade. Based 

on these results shows that the Indonesian capital market can be 

said to be efficient because economic events that occur do not 
cause turmoil on share prices. 

Keywords—Event Study, Abnormal Return, Investment 

Grade, Debt Rating 

I. INTRODUCTION

Abnormal return is a condition that occurs due to 

information that affects capital market reactions [1]. 

Knowledge is an essential element for investors and business 

people for the survival of a company [2]. Investors will 

usually use the announcement of an event that contains 

information as a basis for making investment decisions [3]. 
One form of information that can affect the price of securities 

is debt-related announcements [4]. The event that will be used 

as a study event in this study is the announcement of 

Indonesia's debt rating. The decision was made by the rating 

agency Fitch Ratings which has praised Indonesia's sovereign 

debt rating from BB + / Positive to BBB- with outlook stable. 

The announcement of a change in Indonesia's debt rating 

is predicted to cause a reaction to the market because with 

the reaction means the announcement is considered to 

contain information. The reaction of share prices is always 

indicated by changes in the share prices of the companies 
concerned [5]. The reaction of changes in share prices can be 

proxy by using share returns for the value of price changes or 

using abnormal returns [6]. 

Several researchers with different results have conducted 

research related to the study event. One researcher examines 

long-term share returns on changes in Moody's Rating rating. 

The results of his research concluded that there was no 

significant abnormal return to upgrades, but there was a 

negative abnormal return after the downgrade 

announcement. Besides, they found that the adverse reaction 

occurred because of the underreaction of the downgrade 

announcement [7]. Other researchers examine the effect of 
changes in bond ratings on share returns. This research has 

considered the impact of upgrades and downgrades by 

classifying data into upgrade groups and downgrade groups. 

According to the results of his research it was concluded that 

there was no significant difference in abnormal return for 

pre-event date, event date, or post-event date[8]. 

The next researcher analyzes the capital market reaction 

to the general election. It turned out that the general election 

events did not cause any abnormal return differences either 

before or after the event [9] [10]. Other researchers analyzed 

the capital market reaction due to an announcement of an 

increase in fuel prices. The conclusion from the results of his 
study states that the increase in fuel prices did not cause a 

significant reaction to share prices. [11]. 

Meanwhile, other researchers analyzed the capital 

market's reaction to the bombing incident in Bali. The 

conclusion from the results of his research shows that at the 

time of the incident, a significant negative abnormal return 

occurred. The same effects on the different test of the 

average abnormal return before and after the event started, 

there were significant differences [12]. Other researchers 

with the same results stated that an event would cause an 

abnormal return on corporate events that received media 
attention [13], on Post-earnings announcement events [14], 

and dividend distribution announcement events [15]. 

Based on previous research, there are differences in 

research results from an event. This is interesting for 

researchers to conduct research on the announcement of the 

investment-grade achievement of Indonesia. This research is 

an event study that assesses the information content that is 

useful for potential investors, whether or not the capital 

market will respond. This study aims to analyze the reaction 

of share prices to the announcement of Indonesia's debt 

rating. The author uses a comparative descriptive study 

method from share price data before and after the 
announcement of Indonesia's debt rating. 

II. METHODS

The study uses a quantitative approach with comparative 

descriptive study methods. Observations were made on the 

object of research to be able to provide an overview of the 

hypothesis testing process. The object under study is the 

capital market reaction to the announcement of the Investment 
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Grade award in Indonesia. The data used in this study is the 

daily data of several issuers' shares that are actively traded 

during the event and the observation period. 

Research on a particular event aims to test the market 

reaction, whether an abnormal return will occur or not. Testing 
needs to be done on the information content to see the reaction 

of an event. If an event contains information, it is expected 

that the market will react when the event is received by the 

market. The hypothesis test that will be used is the paired 

sample t-test.. 

III. RESULTS AND DISCUSSION

The purpose of this research is to find out and analyze the 
reaction caused by the incidences of Indonesia's debt rating 
increase included in the Investment Grade level of the share 
price on the Indonesia Share Exchange. Normality test is 
needed to find out the average abnormal return (AAR) data to 
be analyzed. Following are the results of the normality test 
calculations listed in Table 1. 

TABLE I. NORMALITY TEST RESULTS  

Variabel 
Significance Value 

Kolmogorov-Smirnov 
Information 

AAR (t -5) 0,565 Normal 

AAR (t -4) 0,545 Normal 

AAR (t -3) 0,193 Normal 

AAR (t -2) 0,792 Normal 

AAR (t -1) 0,086 Normal 

ÀAR ( t ) 0,962 Normal 

AAR (t +1) 0,919 Normal 

AAR (t +2) 0,666 Normal 

AAR (t +3) 0,444 Normal 

AAR (t +4) 0,697 Normal 

AAR (t +5) 0,698 Normal 

Based on Table 1 above, all data values above 0.05, which 
means that all AAR data that have been obtained are normally 
distributed so that they can be used directly for testing one-
sample t-test. Next test the AAR period before and after the 
announcement of Indonesia's rating increase. Normality test 
results with SPSS 17.0 for these data can be seen in Table 2. 

TABLE II. AAR DATA NORMALITY TEST RESULTS BEFORE AND AFTER 

EVENTS 

Variable 
Significance Value 

Kolmogorov-Smirnov 
Information 

AAR Before Event Rating 

Increase 
0,860 Normal 

AAR After Event Rating 

Increase 
0,492 Normal 

 

Based on Table 2 above, all significance values are above 

0.05 which means the data is normally distributed. Therefore, 

the assumption of data normality has all been fulfilled so that 

it can be continued to do paired sample t-test. 

After conducting the data normality test, it can be 

calculated whether there is a significant AAR value around the 
window period. This can be seen from the results of the one-

sample t-test on the AAR value. One sample t-test was 

conducted in five days before the event, one day at the time of 

the event, and five days after the event took place.   

Following are the results of one-sample t-test for AAR 

values in five days before the event, one day at the time of the 

event, and five days after the event took place. Table 3 below 

is the result of testing one-sample t-test for each AAR value 

in each period. Significant AAR values were only found one 

day before the announcement (t -1). Significant AAR value 

indicates that the Investment Grade announcement event 
caused a reaction on the market. The existence of a significant 

AAR value means that the Investment Grade announcement 

has information content. The information announced has 

changed the value of the company in the form of an increase 

in share prices. 

TABLE III. TEST RESULTS OF ONE-SAMPLE T-TEST AAR VALUES  

Period AAR Value Sig. t Informationn 

(t -5) 0,00169 0,512 Not Significant 

(t -4) 0,00163 0,464 Not Significant

(t -3) 0,00152 0,563 Not Significant

(t -2) 0,00258 0,486 Not Significant

(t -1) 0,01115 0,007 Significant

ÀAR ( t ) 0,00537 0,064 Not Significant

(t +1) -0,00295 0,367 Not Significant

(t +2) -0,00442 0,061 Not Significant

(t +3) 0,00335 0,258 Not Significant

(t +4) 0,00145 0,585 Not Significant

(t +5) 0,00227 0,331 Not Significant

AAR value in the period (t-2) and before, when the event 

(t), and after the event showed insignificant results. This 

implies that the Investment Grade announcement does not 

affect the capital market reaction. Some possibilities that 

cause investors to behave this way include waiting and see 

investors or late investors receiving information. 

So far, the capital market has always hoped that 
Indonesia's rating rises to a level worthy of investment, thus 

narrowing the gap with BRIC countries (Brazil, Russia, India, 

and China). Fitch Ratings itself predicts that Indonesia's 

economic growth averages more than 6% per year. This 

growth was mainly supported by strong domestic 

consumption and reduced dependence on short-term funding 

from outside parties. For entrepreneurs, this rating increase 

certainly raises business prospects in the future because this 

reduces the risk and cost of loans, making it easier for them to 

raise funds. 

Hypothesis Test 

The hypothesis of this study suggests that AAR before the 
announcement of Indonesia's rating increase event has a 
significant difference from AAR after the fact. To test the 
premise of this study using a paired sample t-test on the 
number of AAR periods before and the number of AAR 
periods after the rating increase announcement. The following 
is a summary of the results of the paired sample t-test AAR 
before and after 

TABLE IV. RESULTS OF PAIRED SAMPLE AAR T-TEST  

Mean AAR Sig. t Information 

Before 0,0037140 
0,115 Not Significant 

After -0,0000600

Based on table 4 above shows that the results of the 

hypothesis test states there is no difference in AAR both 

before and after the event occurred. This implies that the 

announcement of the acquisition of Investment Grade does not 
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contain information for investors. Investors consider the 

announcement of the acquisition of Investment Grade limited 

to ordinary news that does not affect any decisions in their 

investment. 

The results of this study are in line with the results of 
previous studies which stated that there were no abnormal 

differences found in the period before the event and after the 

event [6]. The results of this study also support previous 

research which concluded that there was no abnormal return 

in the merger event. There is no market reaction to an event 

because of the result of economic conditions that are still 

unstable. Investors only wait and see in-share investment 

strategies. 

Besides, the research results are also in accordance with 

previous studies regarding the comparison of abnormal 

returns before and after being suspended by the IDX. This 

event is a policy that must be taken by the government through 
the IDX authority that was anticipated earlier by capital 

market players in this case, investors [17]. Likewise, an 

increase in rating research where an event is a decision taken 

by a Fitch Ratings rating agency that was anticipated earlier 

by capital market players. 

The results of this study are not following studies that have 

been conducted by other researchers [18]. Based on the results 

of previous research concluded that there is a significant 

difference between abnormal return before the event and after 

the event. The bombing incident in Bali has information 

content because it is related to the security situation of a 
country. The event is considered as bad news which will 

directly affect the investment decisions of investors. Investors 

do not want to take a big risk by losing the value of their 

investments due to the security conditions of their destination 

countries. Besides, The Investment Grade announcement is 

good news for investors who are still seeing changes going 

forward. 

The results of this study also contradict the research 

conducted by other researchers [13] [14] [15] [19]. They 

stated that the results of testing the company's abnormal share 

returns before and after the event occurred showed a 

significant difference. 
The results of this study also contradict the research 

conducted by other researchers who concluded that the 

announcement of an increase in fuel prices caused a market 

reaction [20]. The results of the research are not in line is 

likely due to previous researchers using a sample of LQ 45 

manufacturing shares on the IDX. Manufacturing companies 

are very dependent on the fuel component which on average, 

consumes 5% of production operating costs. Therefore an 

increase in fuel prices can have an impact on the sustainability 

of the company's production, which if to cover losses by 

increasing product prices will make the company lose its 
competitiveness. Of course, this is very worrying for 

investors, so that the abnormal return is obtained by 38% to 

60% after the announcement of the increase in fuel. This has 

led to a significant difference in abnormal returns in the period 

before and after the announcement of new fuel prices. 

Implications of Research Results 

The success in obtaining an Investment Grade means that 

Indonesia has entered the investment-grade level. Investors 

can interpret the predicate that government or company debt 

has a relatively low risk. Investors believe that Indonesia's 

economic growth is strong enough, low debt ratios, strong 

external liquidity, and a prudent macro policy framework.. 

Based on the results of the study, it was found that the 

increment of Indonesia's debt rating to enter the Grade Grade 

level was quite a surprise effect for the market. We can see 

this from the significant AAR value around the announcement 

of the rating increase, which is suspected of having caused 

information leakage.   

The impact of this rating increase is not only felt by the 
state, but several companies also feel the benefits. There are 

groups of companies that directly benefit from the banking 

business group. They got a debt rating upgrade by the 

international rating agency Fitch Ratings. Also, other groups 

of companies that benefited were three telecommunications 

companies and three oil and gas companies. The debt rating 

upgrade is predicted to have a positive impact on Indonesia's 

economic growth. 

IV. CONCLUSION

The announcement of the rating increase to the Investment 
Grade level by the rating agency Fitch Ratings lacks 
information for investors. This can be seen from the lack of 
response of investors in trading shares around the event. These 
events did not result in differences in abnormal returns both in 
the period before and after. Investors consider that the 
Investment Grade acquisition event is good news that does not 
really need to be considered. They tend to do a wait and see 
the strategy in responding to the incident.. 
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