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ABSTRACT: Dividend distribution is a signal that is deliberately given by company management to show the
company's prospects in the future. This study aims to analyze the differences in abnormal returns and trading
volume activity around the cum-dividend date which is the last trading day of stocks that still have the right to
receive dividends. The population of this study are all companies listed on the LQ45 Index for the period
February to July 2022 on the Indonesia Stock Exchange. The sample was determined using a non-probability
sampling method with a purposive sampling technique so that 34 samples were obtained. The analytical method
used in this study is the paired sample t-test. The results showed that there were differences in abnormal returns
before and after the cum-dividend date. This study also shows that there is no difference in trading volume
activity before and after the cum-dividend date.
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l. INTRODUCTION

A capital market is a place that investors can use to invest some of the funds they have. According to
the Indonesia Stock Exchange (IDX, 2019), the capital market is a market for various long-term financial
instruments that can be traded, such as bonds, stocks, mutual funds, derivative financial instruments, and other
instruments. The capital market is a means of funding for companies and other institutions (e.g., the
government) as well as a means for investment activities.

The capital market is a medium for those who have excess funds (investors or prospective
shareholders) and those who lack funds (companies). Investors can buy shares in the primary market and
secondary market. Companies can sell new shares or sell shares that have been issued and fully paid, known as
company listings. Investors in the capital market hope to get capital gains or dividends on their share ownership.

The process of determining or deciding whether to pay dividends is not always the same between
companies and even between countries. Unlike in Western countries where the size of the dividend is
determined by management, in Indonesia the decision on the size of the dividend is determined in the GMS
(General Meeting of Shareholders). This difference has consequences for investor response where the
uncertainty associated with sharing or not sharing in Western countries is higher than in Indonesia. Investors in
Indonesia do not face too much uncertainty about dividends because the amount will be known at the GMS.

In an efficient market, all traded security prices reflect all available information. This information can
be in the form of company profit reports, dividend payouts, stock splits, and reports from capital market
analysts. The concept of an efficient capital market implies a process of adjusting security prices towards a new
equilibrium price in response to perfect new information. The market is said to be efficient if it is able to react
quickly and accurately to reach a new equilibrium price that reflects all available information (Suganda, 2018:
13).

When conducting transactions in the capital market, investors will use the information regarding the
company's prospects contained in the announcement of dividends as a reference. Transactions that occur are a
reaction from the market based on the entry of new information. Based on market efficiency theory, if an
announcement has information content, it is expected that a market reaction will occur. The information used is
information that is currently available so that the reactions that are generated are precise and fast and are not
prolonged. However, if an announcement that has information content does not cause a reaction for the market
or the reaction is slow, then the market is said to be inefficient.

Market reaction is reflected in changes in stock prices and stock trading levels. This market reaction
can be measured by abnormal returns and stock trading volume. Abnormal return is an abnormal return which is
the excess of the actual return over the normal return, namely the expected return. Stock trading volume is the
number of shares traded during a particular trading day. Abnormal returns and stock trading volume are
variables used to test the information content of an event so that market reactions can be identified.
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Dividend distribution is a signal that is deliberately given by company management to show the
company's prospects in the future (Seyedimany, 2019). Companies need sufficient cash so that the company's
liquidity is not disrupted when distributing dividends. The signal will be successful if what is done by the
company through dividend distribution cannot be followed by its competitors. The market reaction to an event
produces different effects, some are in the same direction (positive) and some are in the opposite direction
(negative), this difference has implications for different interpretations regarding market reactions to
announcement events (Riyani, 2020). Investors with a capital gain orientation will tend to perceive dividend
distribution as good news, where they hope that the stock price of the company paying the dividend will
increase. If the stock price rises, investors not only get capital gains but also get cash dividends if they still hold
company shares up to the day when the shares are non-dividend (ex-dividend date) (Lavista, 2019).

Good information or good news means that a company has good prospects and a good level of
liquidity. Dividend distribution is an action that requires high costs, so not all companies are able to do it. The
existence of trust in the company about the good prospects of this company, the market tends to react positively.
Dividend distribution is carried out by companies to create market value and also build relationships with
investors (Sekuta and Socha, 2022). Investors consider that obtaining dividends is an additional alternative to
getting returns from their investments besides capital gains (Robiyanto&Y unitaria, 2022).

There are several stages in dividend distribution. One of them is the cum-dividend date, which is the
last date of buying shares that still have the right to receive dividends. Investors who buy shares and maintain
their shares until the recording date will receive dividends. This cum-dividend date will attract investors who
want to get dividends to buy shares immediately. Logically, there will be a price increase before or during the
cum-dividend date and prices tend to fall the next day (Lavista&Sholihin, 2018).

This research was conducted on companies that are included in the LQ45 category in 2022. The LQ45
index is one of the stock indexes on the Indonesia Stock Exchange, where this stock index is a statistical
measure that reflects the overall price movement of a group of stocks that are selected based on certain criteria
and methodologies and are evaluated periodically. The LQ45 index measures the performance of 45 stocks that
have high liquidity and large market capitalization and are supported by good company fundamentals (IDX,
2021). The LQ45 company was chosen because this type of company is actively traded so as to avoid the
possibility of bias from the presence of sleeping shares.

Many previous studies regarding market reactions to the existence of cum-dividend dates have been
carried out, both research conducted by domestic and foreign researchers. Research conducted by Lavista, et al
(2018) shows that investors earn abnormal returns on days around the cum-dividend date. Stock trading volume
activity on the day before the cum-dividend date tends to increase, but decreases on the day after the cum-
dividend date. Meanwhile, Lavista and Sholihin (2018), who tested 38 blue chip companies, said that investors
did not get abnormal returns on days around the cum-dividend date. Research from Sih (2019) also states that
there are no abnormal returns and trading volume activity before the cum-dividend date, cum-dividend date, ex-
dividend date, and after the ex-dividend date. There are still inconsistencies in previous research regarding
market reactions arising from the cum-dividend date, which makes it necessary to carry out further research,
taking into account certain conditions.

1. HYPOTHESES DEVELOPMENT

Information is an important thing that investors must know before making investment decisions. Events
that contain good information will usually tend to be responded well by market participants. Based on the signal
theory, dividend distribution is considered a good signal distributed by the company (Pandey and Kumari,
2022). Investors usually react to dividend distribution announcements quickly because they are considered a
signal that the company has good performance and bright future prospects. In the announcement of dividend
distribution, it will usually include some information. One of the pieces of information is the cum-dividend date,
which is the date on which stock buying and selling activities are included in the calculation to receive
dividends. As a result of this positive signal, stock prices will increase and the difference can be calculated
through abnormal returns (Lavista and Sholihin, 2018). In a semi-strong efficient market, abnormal returns only
occur around an announcement (publication) or an event as a representation of the market's response to the
announcement.

Lestari (2018) found that stock prices on days with dividends were higher than days before and after
days with dividends. Research conducted by Mutiara (2020) shows that investors get abnormal returns on the
cum-dividend date and on the dividend payment date. Fabian and Santoso (2020) state that investors compete to
buy shares before the cum-dividend date ends. This is done by investors to get dividends from issuers. In a study
by Qadar et al (2023), which examined the Pakistan Stock Exchange, it was also found that there were positive
abnormal returns before the ex-dividend date and negative abnormal returns after the ex-dividend date,
indicating short-term trading.
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Meanwhile, Novyarni and Handanti (2022) state that there is no difference in abnormal returns either
before or after the ex-dividend date. Larasati and Nuraya (2018) found that there was no difference in abnormal
returns before and after the ex-dividend date event in manufacturing companies, both of which declared
dividends to increase or dividends to fall. Suhendi et al., (2021) also found that there was no significant
difference in abnormal returns before and after the ex-dividend date event for IDX30 companies, both of which
announced dividend increases and dividend decreases.

H;: There are differences in abnormal returns before and after the cum-dividend date for companies listed on
LQ45 in 2022.

The volume of trading activity is the ratio between the number of shares traded and the number of
shares outstanding. Stock trading volume is one of the instruments that can be used to see the reaction of the
capital market to information or events when the capital market is studied. The capital market can react to an
event if the event contains information. An information considered to be able to influence investors' judgments
will be able to cause trading activity to fluctuate (Sih, 2019). If the event contains positive information, it is
hoped that the market will react when the announcement is received by the market. The volume of trading
activity reflects the different views of investors regarding the value of shares, dividend announcements provide
relevant information about the company so as to make investors rethink their views on the value of the company
(Misir, 2017).

Lavista et al., (2018), said that stock trading volume activity on the day before the cum-dividend date
to the cum-dividend tends to increase, but decreases on the day after the cum-dividend. Research conducted by
Istahargyo and Wirakusuma (2019) shows that there is a significant difference between TVA before and after
the ex-dividend date in companies that are members of the 2017 LQ45 index. Agung and Widodo (2023) also
found that there is a significant difference between the volume of stock trading before and after the ex-dividend
date in companies engaged in the manufacturing sector listed on the IDX in the 2016-2020 period.

In contrast to previous research, Suwendiyanti and Gantino (2022) said that there was no difference in
trading volume activity before and after the ex-dividend date, both before and during the pandemic. Marsheilla
(2021) states that there is no significant difference between trading volume activity before and after the ex-
dividend date for companies listed on the IDX for the 2015-2019 period. Rezeki (2022) also states that there is
no significant difference in trading volume before and after the ex-dividend date of companies that are members
of the IDX High Dividend 20 index for the 2021 period. Based on this description, the researcher proposes the
following hypothesis:

H,: There are differences in trading volume activity before and after the cum-dividend date of companies listed
on LQ45 in 2022.

1. RESEARCH METHOD

This type of research is quantitative research with an event study approach that examines the reactions
of capital market players as a result of an event, namely cum-dividend date information. An event study is a
study that studies market reactions to information on an event. The event in this study is the cum-dividend date,
where the cum-dividend date is the date of the last purchase of shares that still have the right to receive
dividends. If events contain information, it is hoped that the market will react when news about these events is
received by the market. This reaction is measured using the variables abnormal return and trading volume
activity. This research was conducted for all companies on the Indonesia Stock Exchange that are included in
the LQ45 index for the period February to July 2022 by accessing the official website of the Indonesian stock
exchange, namely www.idx.co.id and accessing other sites such as finance.yahoo.com.

The population in this study are all companies included in the LQ45 index on the Indonesia Stock
Exchange from February to July 2022.The LQ45 index was chosen because the stocks included in it are stocks
that have characteristics with a high level of liquidity making them easy to trade and have a relatively large
market capitalization on the Indonesia Stock Exchange and are supported by good company fundamentals. The
selection of stocks classified as LQ45 provides an accurate picture of changes in the market value of all shares
(Fakhruddin, 2001: 203). Dividend dates vary by company, spreading from February to October, but most occur
in April and May (Mujilan, 2022). Based on this, companies listed on the LQ45 index for the period February to
July 2022 were selected as the study population.

Testing the hypothesis in this study was carried out using the mean difference test method for two
paired samples, namely the paired sample t-test. This different test method is used to analyze the research model
before and after or pre-post. This different test evaluates a particular treatment of the same sample in two
different periods. Paired sample t-test is used to test the differences between two paired samples. The purpose of
this study is to use a paired sample t-test to show whether there are significant abnormal returns and trading
volumes around cum-dividend date events, namely before and after the event.
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Decision making uses a 95% confidence level or a = 5% with the following conditions (Ghozali,
2016):

1. If the asymp. Sig. (2-tailed) < 0.05, then HO is rejected and H1 is accepted.
2. If the asymp. Sig. (2-tailed) > 0.05, then HO is accepted and H1 is rejected.

If the results of the Kolmogorov-Smirnov normality test show that the data is not normally distributed,
then use the Wilcoxon signed rank test method on the research variables with the following criteria (Sunjoyo,
2013: 119):

1. If sig (p value) > 0.05, then HO is rejected and H1 is accepted.
2. If sig (p value) < 0.05, then HO is accepted and H1 is rejected.

V. RESULTS AND DISCUSSION
The sample determination method used in this study used a purposive sampling method with criteria
for companies listed in the LQ45 index for the period February 1 to July 31 2022, which distributed dividends
from February 1 to July 31 2022. From this selection, 34 companies that distributed dividends were sampled in
this study. As many as 11 out of 45 companies were not selected because they did not distribute dividends
during that period.
First Hypothesis Test Results
The first stage was carried out to test the first hypothesis, namely the normality test. The normality test
used in this study is the one-sample Kolmogorov-Smirnov test with a confidence level of 95% or a = 5%. The
normality test in this study was used to determine if the average abnormal return data is normally distributed or
not as a condition for conducting a paired sample t-test. If the data is normally distributed, then it can proceed to
the parametric test, namely the paired sample t-test, whereas if the data is not normally distributed, it will
proceed to the non-parametric Wilcoxon signed rank test. The results of the normality test can be seen in Table
1. below.
Table 1. Average Abnormal Return Normality Test Results

Event Variable Sig. (2-Tailed) Information

. AAR Pre 1,000 Normal
Cum-Dividend Date Event AAR Post 0,688 Normal

Source: Secondary data processed, (2023)

Based on Table 1, the asymp. Sig (2-tailed) average abnormal return before the cum-dividend date
event is 1.000 greater than 0.05, this means that the average abnormal return before the cum-dividend date event
is normally distributed. Likewise, the average abnormal return after the cum-dividend date event is 0.688 greater
than 0.05, this means that the average abnormal return after the cum-dividend date event has a normal
distribution. Based on the normality test, the hypothesis test can be continued using the paired sample t-test. The
results of the paired sample t-test can be seen in Table 2 below.

Table 2. Results of the Paired Sample T-test Average Abnormal Return

Event N t-count Sig. (2-Tailed) Information

AAR Pre — AAR Post 34 2,989 0,005 Significant

Source: Secondary data processed, (2023)

Based on Table 2, the test results show the t-count of 2.989 is greater than the t-table of 2.035 and the
asymp value. Sig (2-tailed) of 0.005 is smaller than 0.05. This value states that the first hypothesis is accepted.
So it can be concluded that there is a difference in the average abnormal return before and after the cum-
dividend date event for companies listed on the LQ45 index in the period 1 February to 31 July 2022.

Second Hypothesis Test Results

The first stage was carried out to test the second hypothesis, namely the normality test. The normality
test used in this study is the one-sample Kolmogorov-Smirnov test with a confidence level of 95% or o = 5%.
The normality test in this study is used to determine whether the average trading volume activity data is
normally distributed or not. If the data is normally distributed, then it can proceed to the parametric test, namely
the paired sample t-test, whereas if the data is not normally distributed, it will proceed to the non-parametric
Wilcoxon signed rank test. The normality test results can be seen in Table 3 below.

Table 3. Normality Test Results of Average Trading Volume Activity

Event Variable Sig. (2-Tailed) Information

ATVA Pre 0,393 Normal

Cum-Dividend Date Event ATVA Post 0,999 Normal

Source: Secondary data processed, (2023)
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Based on Table 3, the asymp. Sig (2-tailed) average trading volume activity before the cum-dividend
date event is 0.393 greater than 0.05, this means that the average trading volume activity before the cum-
dividend date event is normally distributed. asymp value. Sig (2-tailed) average trading volume activity after the
cum-dividend date event is 0.999 greater than 0.05, this means that the average trading volume activity after the
cum-dividend date event is normally distributed. Based on the normality test, the hypothesis test can be
continued to the paired sample t-test. The results of the paired sample t-test can be seen in Table 4 below.

Table 4. Results of the Paired Sample T-test Average Trading Volume Activity

Variable N t-count Sig. (2-Tailed) Information

ATVA Pre - ATVA Post 34 1,410 0,168 Not significant

Source: Secondary data processed, (2023)

Based on Table 4, the test results show a t-count value of 1.410 which is smaller than the t-table value
of 2.035 and the asymp value. Sig (2-tailed) of 0.168 is greater than 0.05. This value states that the second
hypothesis is rejected. From the results of the paired sample t-test it can be concluded that there is no significant
difference in average trading volume activity between before and after the cum-dividend date event in
companies that are members of the LQ45 index category in the period February 1 to July 31 2022.

Abnormal Return Before and After Cum-Dividend Date Events in Companies Registered on LQ45 in
2022

Cum-dividend date events can be said to contain information if they are able to trigger certain actions
such as investor reactions in the capital market. Abnormal return is one of the variables used to measure the
investor's reaction. The first hypothesis states that there are differences in abnormal returns before and after the
cum-dividend date event at LQ45 2022 companies is accepted. The test results show that there are differences in
abnormal returns around the cum-dividend date. The significance value resulting from the paired sample t-test is
0.005 which is smaller than the predetermined significance value of 0.05. This shows that in general cum-
dividend date events are considered as events that can be considered in transactions in the capital market.

The existence of a significant value indicates that there is an influence of cum-dividend date events on
abnormal returns in companies that are members of the LQ45 index. The finding of differences in abnormal
returns before and after the cum-dividend date event indicates that this event contains significant information
that can affect stock prices. Stock prices on the market always fluctuate, if the company's performance increases,
the stock price will also increase (Oktavia, 2018). Investors assume that companies that pay dividends are
companies with good performance so that the stock prices of these companies increase. The results of the study
show that the market when the cum-dividend date event is in a semi-strong form can be seen from the rapid
response by the market as seen from the price fluctuations that occur and changes in abnormal returns before
and after the cum-dividend date event.

This is in line with research conducted by Qadar et al (2023) which examined the Pakistan Stock
Exchange which also found that there were differences in abnormal returns, where there were positive abnormal
returns before the ex-dividend date and negative abnormal returns after the ex-dividend date. Likewise, with the
results of research conducted by Lavisa et al (2018) which stated that there were differences in abnormal returns
on days around the cum-dividend date.

Trading Volume Activity Before and After Cum-Dividend Date Events in Companies Registered on LQ45
in 2022

The cum-dividend date, which is the last date for buying shares that still have the right to receive
dividends, will attract investors to make transactions. The second hypothesis states that there are differences in
trading volume activity before and after the cum-dividend date event for companies listed on LQ45 in 2022. The
test results show a significance value of 0.168 greater than 0.05 so the second hypothesis is rejected. This shows
that in general cum-dividend date events are not considered as events that can be considered in conducting
transactions in the capital market.

The absence of a significant value indicates that there is no effect of cum-dividend date events on
trading volume activity in LQ45 index companies. No differences were found in trading volume activity before
and after the cum-dividend date event, indicating that this event does not contain significant information for
investors. Investors do not consider cum-dividend date events to be profitable.

The results of this study are in line with the tax preference theory developed by Brigham and Houston
(2006). The theory of tax preference states that because long-term capital gains are less taxable than dividends,
investors prefer companies to retain their profits rather than pay them out as dividends. Investors who do not
like taxes will tend to avoid dividends due to high taxation (Rokhayati, 2021). Based on the clientele effect,
there are several groups of investors with different interests and assessments of dividend policy. This group is
investors who prefer current income in the form of dividends and there is also a group of investors who prefer
their income because this group is in a fairly high tax rate.
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This is in line with the results of research conducted by Silalahi and Sianturi (2022). His research
conducted on financial companies listed on the Indonesia Stock Exchange shows that there is no significant
difference in trading volume activity before and after the announcement of cash dividends. Likewise with
research conducted by Rezeki (2022) which also states that there is no significant difference in trading volume
before and after the ex-divdend date of companies that are members of the IDX High Dividend 20 index for the
2021 period.

V. CONCLUSION

The results of the analysis show that there are differences in abnormal returns but there are no
differences in trading volume activity before and after the cum-dividend date events. This shows that the
movement of stock prices is strongly influenced by good company performance, in this case indicated by the
distribution of dividends by the company so that stock prices increase without having to be accompanied by an
increase in stock trading volume. This study also obtained results indicating a clientele effect.

For investors who want capital gains, they can take advantage of cum-dividend date events. This study
found that there was an abnormal return before the event where the return obtained before the cum-dividend
date was higher than after the event. Investors can get capital gains because there is an increase in the stock
price of companies paying dividends. Future researchers are expected to be able to improve this research by
expanding the research sample so that they are able to describe the condition of the capital market in Indonesia
more accurately. In addition, future researchers can also complement this research by grouping cum-dividend
date events based on the announcement of dividend increases and dividends decreases.
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