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The stock market has an important role for the Indonesian economy due to 

serve as a funding facility for corporate business obtained from the public or 

investors through a public offering at primary market of initial public offering 

(IPO). Various extreme events can affect the movement of the stock market, thus 

causing fluctuation of stock’s price in the stock market. This suggests that there is 

an important relationship between the performance of the stock market, political 

issues, and economics in countries around the world. The stock market is 

associated with the concept of an efficient market said that the efficient stock 

market don’t provide abnormal returns for investors. The information entered into 

the market fully reflected by the market prices of the stocks, so investors can’t 

earn an abnormal return. 

The highest interest of political issue is the presidential election events. This 

event is considered have the greatest influence on the stock market's movement.  

Presidential election is considered as relevant information for stock market 

investors to make investment decision. The sectoral analysis actually used as long 

term investment strategy. The objective of this study is to examine differences in 

average abnormal return and trading volume activity on sectoral indices’ stocks 

before and after the presidential elections in 2004, 2009, and 2014. 

The research uses the event study method. The parameters of the event 

study method are average abnormal return and trading volume activity  The data 

are collected from the Indonesian Stock Exchange.  The data used to calculate the 

abnormal return consists of daily closing price on sectoral indeces and daily 

closing price on IHSG in 2004, 2009, and 2014. The data used to calculate the 

volume of trading activity is monthly trading volume in 2009 and 2014 for each 

sector because of data limitation. Daily closing prices on sectoral indices are used 

in this study consisted of 120 days preceding and 30 days after the elections.  

The result shows that: (1) There is a strong evidence of differences in 

average abnormal return on Indonesian’s sectoral stock market before and after 

the presidential elections especially for the mining’s sector. This finding indicates 

the presidential election can affect Indonesian stock market. The litigation from 

the last election results had no impact on most Indonesian’s sectoral stock, except 

for the financial as well basic industry and chemical sectors. (2) However, trading 

volume activities of the Indonesian’s sectoral stock market before and after the 

elections were statistically the same. Lower transaction on stock market affects 

trading volume activity and stock return in Indonesian’s sectoral stock market. 

The analyses conclude that the trade, services, and investment are the most stable 

sector, while mining is the opposite one. 
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