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Abstract:

The purpose of this research is to compare Indonesia’s Islamic stock index before and during COVID-19. The paper
traces the impact of the market crash on Indonesia’s Islamic equity investment. Given the rising concern of the
performance of Islamic equity returns, the findings in this paper are useful for investors interested in stock return
performance and Shariah-compliant assets. To investigate the differences in daily equity returns of Indonesian
Islamic stocks during the COVID-19 pandemic market crash, we applied a one-sample paired t-test using Stata.
Data collection and analysis were conducted quantitatively. We obtained daily stock prices and converted them into
daily returns, which were used for financial returns prior to and during the COVID-19 financial market crash. The
results showed no significant differences before and during the market crash, indicating that the Indonesian Islamic
stock does not react significantly to the COVID-19 market crash. Therefore, the impact of the market crash during
the COVID-19 outbreak on the performance of the stock returns does not apply to the Indonesian Islamic stock
index. Performance measurement is one of the major concerns for investors in Islamic capital markets. Given the
rising concern of equity assets in Islamic finance in general and in the performance of Islamic equity returns in
particular, the findings in this paper are useful for investors interested in stock return performance and Shariah-
compliant assets. This paper contributes to assessing Islamic financial assets under the financial market crisis, as
this research mainly focused on the short-term analysis before and during the COVID-19 market crash. The Islamic
financial market growth has been severely impacted during the observed period due to COVID-19 lockdowns.
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A RETZ R FNF . A THRE fiEMRRNRITHIEEZMEERAL AR =RENEARE
BRER, RIVMEREIBENR T RAEREY t €1 BBBEMSTREEHITH. BIMNRETEAR
SMEHERABHELER, ATHE HEMXEMmiAEE sV SER. F&RR7A, EHIHEER
ZHETMBERBREES, XRMONERALFHZRENHEMATAEZRIERERN. Fitt, FiE
iR IR & A A AN RERRERINZ WA ER THERALFHZREEY. SUEHERFH=ZE
AHFRBAENTFEX IR Z—. ETHFHZEMPREZTNEEXT, TEENFHR=ZRETRE
MHKE, AXHARERISTIHREDIRERIAURLFTE R =AM G~ RN B EEREM. A
BT IHEEMT RN THFRHIZEME, BARMMREZETE HEMAIHIAEREZaAMAAE

GEAS . ERBIENRAA, BT #idhb & EH 8,
Xegi: PR RERIN. HiEhhX.

1. Introduction

The COVID-19 outbreak since early 2020 has been
hugely impacted by health-related issues and raised
social and economic crises globally. The pandemic and
the restrictions on business and personal activities have
triggered a global recession (World Bank Group, 2020).
The COVID-19 outbreak also resulted in inefficiency in
the stock market due to panic situations (Anh, & Gan,
2020; Chowdhury & Abedin, 2020; Kulal, & Kumar,
2021; Lalwani & Meshram, 2020). Like the
conventional one, the Islamic financial industry is also
affected by this crisis (Abdullahi, 2021). Major equity
markets such as S&P have forecasted the Islamic
finance industry to slow down to a single-digit growth
from double-digit growth in the previous years. S&P
also predicted a recession in the major Islamic finance
markets in 2020 and a mild recovery in 2021 (Damak et
al., 2021).

Islamic financial assets offer alternate investment
preferences and diversity since they have a lower
leverage ratio among investment products. They are
asset-backed, whereby the Islamic stocks provide better
risk-adjusted performance than conventional ones, as
observed during the global financial crisis (Asutay et
al., 2021; Jawadi et al., 2014). It also gives hedging
protections during severe market breakdowns,
particularly those implementing the market value of
security-based Shariah screening criteria (Ashraf et al.,
2020). Hence, performance measurement is one of the
major challenges for investors in Islamic capital
markets (Ashraf, 2016).

This paper contributes to the assessment of Islamic
financial assets under unique circumstances, as this
research mainly focused on the short-term analysis
before and during the COVID-19 market crash. The
Islamic financial market growth has been severely
impacted during the observed period due to COVID-19
lockdowns (Damak et al., 2021). This research aims to
compare Indonesia shariah stock returns before and
during COVID-19. The paper traces the impact of the
crisis on Indonesia’s Islamic equity investment.

Given the rising concern of equity assets in Islamic
finance in general and in the performance of Islamic
equity returns in particular, the findings in this paper are
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useful for investors interested in stock return
performance and Shariah-compliant assets.

The paper is structured as follows: Section 2 reviews
the recent literature from theoretical perspectives,
Section 3 gives a brief explanation of the methodology
used. The empirical analysis is discussed in Section 5,

while Section 6 provides a conclusion.

2. Method

We used daily stock prices were sourced from
Investing. The daily prices were converted into daily
returns, used for financial returns prior to and during the
COVID- 19 pandemic financial market crash. The days
prior to the COVID-19 market crash are from February
7, 2019, to February 7, 2020. The days during the
COVID-19 market crash are from march 2, 2020, to
March 2, 2021. March 2, 2020, was selected because it
was the first time a COVID-19 case was detected and
reported by the Indonesian government.

To investigate the differences in daily equity returns
of Indonesia Islamic stocks during the COVID-19
pandemic market crash, we use a one-sample paired t-
test. The paired t-test performs to state the acceptance
of null (Ho) and alternative (H,) hypotheses. The null
and alternative hypotheses assumed for this test are:

Ho: The mean difference is equal to zero.

Ha.: The mean difference is not equal to zero.

The main rules for rejecting or accepting the null
hypothesis are the p-value and significance level
(0=10.05). A p-value higher than the significance level
fails to reject the null hypothesis, while a p-value lower
than the significance level rejects the null hypothesis
with a significance level of 95%.

3. Results and Discussion

3.1. Descriptive Statistics

Daily financial returns for the two-time phases,
before and during the COVID-19 crash, are presented in
Table 1. Mean returns of ISSI stocks during covid19 are
higher than before COVID-19. Standard deviations
during the COVID-19 crash are higher than before
COVID-19 implying higher volatility of ISSI stocks
during the COVID-19 crisis (Nomran, & Haron, 2021).
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Table 1. Descriptive statistics of daily Indonesian Islamic stock
index before and during COVID-19

Before During

Covid19 Covid19
Mean -.000887 .0001446
Standard 0066265 0158815
Deviation
Min -.0222113 -.050155
Max 0159948 .0907288
Skewness -.2957181 5836848
Kurtosis 3.268745 8.300437

Table 1 above also shows that the Indonesian
Islamic stock index has negative mean returns before
COVID-19. However, positive value during COVID-
19, indicating the impact of the market crash on the
performance of the indices, does not apply to the
Indonesia Islamic stock index during COVID-19.
Because mean value of stock returns before covid19 is -
0.0013203 < during COVID-19 0.0001446. It means
that there is no difference between average returns
before and during COVID-19.

3.2.0ne Sample Paired T-Test

The p-value of 0.1856 is larger than the significance
level of a = 0.05, implying that returns of ISSI stocks
before the market crash are not significantly different
compared to during the market crash. There are no
significant differences before and during the market
crash indicates that the market does not react
significantly to the COVID-19 market crash. This may
reflect that the market participants are still more vigilant
about information dissemination and prioritizing long-
term possibilities, so they are not in a hurry to stock
trading activities.

Table 2. Results of one-sample paired t-test

Ha: mean(diff) <0 Ha: mean(diff)! =0 Ha: mean(diff) > 0

Pr(T<t)=0.0028 Pr(T|>[t)=0.1856 Pr(T>t)=09072

4. Conclusion

This study aims to compare Indonesian Shariah
stock return before and during COVID-19. The result
showed no significant differences before and during the
market crash, indicating that the Indonesian Islamic
stock did not react significantly to the COVID-19
market crash. Therefore, the impact of the market crash
during COVID-19 on the performance of the stock
returns does not apply to the Indonesia Islamic stock
index. Future research should include a longer time
span of the data and add more variables such as the
financial performance of the listed firms of the index.

5. Limitations and Further Study

This study only used one single test. Further study
should use another test such as an event study that
presents more comprehensive findings.
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