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ABSTRACT 
This study aims to examine and analyze the effect of Stock Liquidity and Bid-Ask Spread on Price Reversal around the 

announcement of Russia's invasion of Ukraine for companies listed in the LQ-45 index on the Indonesia Stock 

Exchange. The announcement of the invasion is a significant event with major impacts on the global financial market. 

In this context, this research wants to understand how Stock Liquidity and Bid-Ask Spread affect reversible price 

changes following the announcement of Russia's invasion. The type of research is associative research with data 

collection methods namely survey samples. The population in this study were 50 companies listed in the LQ-45 index 

on the IDX from January to March 2022, using the sampling method namely purposive sampling. Based on the 

established criteria 40 sample companies were obtained. The data analysis method used is multiple linear regression. 

The result of this study shows that Stock Liquidity by proxy Trading Volume Activity has a positive and significant 

effect on Price Reversal, Bid-Ask Spread by proxy the Relative Average Bid-Ask Spread has a positive but not 

significant effect on Price Reversal. 
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1. INTRODUCTION 

The development of the investment world in Indonesia is currently experiencing a rapid increase in connection 

with the increasing knowledge of the public about the instruments in the capital market. In reality, the capital market 

often shows inefficient movements in obtaining profits (abnormal returns). According to Bond and Thaler (1990), 

anomalies in the capital market are indicated by the fact of stock price reversals which indicate that in stock transactions 

there has been irrational behavior of market participants.  

Global conditions in the capital market show information related to the efficiency of the market. The occurrence 

of global political tensions caused unrest for the international community, which began in February 2022. The military 

attack carried out by Russia to Ukraine put pressure on most stock indices on the Indonesia Stock Exchange (IDX). In 

this case the index stock price shows a negative trend that dives sharply, on the other hand the volume of shares has 

increased by showing a positive trend.  

 
Figure  1. Development of LQ-45 Shares Around the Period 

 

The dissemination of information has the potential to affect movements in the capital market. According to 

Rahmawati and Soenarso (2022), coinciding on February 24, 2022 when the military operation was announced the JCI 

number decreased sharply by -1.48% at 6,817.82. Then seen from the movement activity of the LQ-45 index decreased 

by -1.16%. Then the day after the invasion it increased again by 1.22%. The sudden change in direction of stock prices 

showing trend fluctuations indicates a price reversal. Some other factors that are thought to cause price reversals are 
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stock liquidity and bid-ask spread. In relation to stock price reversals (price reversal) companies that have a high level 

of liquidity describe stocks that are actively traded so that they are easy to trade. If the trading volume decreases, then 

the current stock price trend is likely to change or a stock price reversal (Pamela, 2015). 

Another factor that affects price reversal besides stock liquidity is the bid-ask spread. If the smaller the spread 

value (difference), the more liquid a stock is. So that investor interest in selling shares will increase which can then 

cause the phenomenon of stock price reversal and vice versa (Emma, 2014). Research conducted by Dinawan (2007) 

shows that there is an overreaction from investors in stock price reversals which indicates that the market is not efficient. 

In addition, winner and loser stocks show that company size, liquidity, and bid-ask spread have a significant effect on 

stock price reversal.  

2. RESEARCH METHODOLOGY 

This type of research is an associative type of research with a quantitative approach. This study aims to test and 

analyze the effect of independent or independent variables, namely Stock Liquidity and Bid-Ask Spread on the 

dependent or bound variable, namely the Price Reversal of stocks in the LQ-45 Index Listed on the Indonesia Stock 

Exchange (IDX) Around the Announcement of the Russian Invasion. 

The population in this study were 50 LQ-45 index companies listed on the Indonesia Stock Exchange (IDX) 

January-March period in 2022. The sampling technique is purposive sampling with certain criteria, so as to obtain a 

sample of 40 sample companies. 

3. RESULTS AND DISCUSSION  

3.1.  Descriptive Statistics 

Tabel 1. Descriptive Statistical Analysis 

 Min (%) Max (%) Mean (%) Std. Dev (%) 

CAR (Y) -59,30 46,10 -0,72 24,00 

TVA (X1) 0,10 0,60 0,30 0,12 

BAS (X2) 0,40 1,50 0,47 0,25 

 

Table 1 shows that during the period surrounding the Russian Invasion of Ukraine, the dependent variable, namely 

Price Reversal proxied by Cumulative Abnormal Return (CAR), has a minimum value of -59.30% and a maximum 

value of 46.10%. Then the average value shows negative results of -0.72% and a standard deviation value of 24.00%. 

Furthermore, the independent variable, namely Stock Liquidity proxied by Trading Volume Activity (TVA), shows a 

minimum value of 0.10% and a maximum value of 0.60%. Then the average value shows a result of 0.30% and a 

standard deviation value of 0.12%. Finally, judging from the second independent variable, namely the Bid-Ask Spread 

(BAS), it shows a minimum value of 0.40% and a maximum value of 1.50%. Then the average value shows a result of 

0.47% and a standard deviation value of 0.25%. 

 

Tabel 2. Multiple Linear Regression, t Test, F Test and Coefficient of Determination 

Coefficientsa 

Model B t Sig 

1 (Constant) 70,737 2,519 0,030 

 TVA (X1) 2,474 5,305 0,000 

 BAS (X2) 1,584 1,174 0,268 

a. Dependent Variable : CAR 

F Test F Sig 

14,205 0,001b 

Determination Coefficient Test R Square Adj. R square 

0,740 1,721 

 

3.2.  Model Feasibility Test Results (F)  

Based on table 2, it can be seen that the significance value for the regression model equation in the study of the 

effect of Stock Liquidity and Bid-Ask Spread on Price Reversal is 0.001 <0.05 and the calculated F value of 14.114> F 

table 4.459 which means that the regression model equation in this study is feasible to use. 

 

3.3.  Determination Coefficient Test Results  
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Based on the results of the calculation of table 4.12, the Adjusted R Square value is 0.686, which means that 68.8% 

of changes in the Price Reversal variable are influenced by Stock Liquidity and Bid-Ask Spread while the remaining 

31.2% is influenced by other factors outside this study. 

 

3.4.  Multiple Linear Regression Test Results  

Based on the results of multiple linear regression testing in table 2, the effect of independent variables on firm 

value can be determined by the following equation: 

 

Y = 20.737 + 2.474X1 + 1.584X2       …………. (1) 

 

Equation 1 is the equation used in this study. Y is Price Reversal, X1 is Stock Liquidity, and X2 = Bid-Ask Spread. 

The first hypothesis in this study is to test whether Stock Liquidity with Trading Volume Activity (X1) has a 

positive effect on Price Reversal. The test results show that Trading Volume Activity (TVA) has a positive and 

significant effect on Price Reversal, which is indicated by a regression coefficient value of 2.474 with a significance 

level of 0.000 smaller than 0.05. So that the first hypothesis of the results of this study is accepted.  

The second hypothesis in this study is to test whether the Bid-Ask Spread with Relative Bid-Ask Spread (X2) has 

a positive effect on Price Reversal. The test results show that the Bid-Ask Spread (BAS) has a positive and insignificant 

effect on Price Reversal, which is indicated by the regression coefficient value of 1.584 with a significance level of 

0.268 greater than 0.05. So that the second hypothesis of the results of this study is rejected. 

 

3.5.  Effect of Stock Liquidity on Price Reversal  

Based on the statistical test on hypothesis 1, it is found that the military declaration of Russia's invasion of Ukraine 

affects the volume of stock trading on the LQ-45 stock index positively and significantly in the movement of stock 

prices. In relation to this study, it can be seen that the average trading volume activity (ATVA) in 40 stocks of the LQ-

45 index does not experience too much movement but it appears that the average trading volume activity (ATVA) in 40 

stocks of the LQ-45 index is not significant fluctuate as shown in Figure 2. 

 
Figure  2.  ATVA's Movement Around the Russian Invasion 

The graph in the figure above shows that there was a sharp increase in ATVA from ATVA at t-1 which amounted 

to 0.002 and increased at t-0 which amounted to 0.005, then followed by a decrease on the next day (t+1) by 0.003. The 

activity of stock trading volume movement again increased higher at t+6 by 0.006 and was followed by an increase and 

decrease during the research time span after the Invasion which ended at t+15 by 0.002. This indicates that a price 

reversal occurred. A change in stock price in the opposite direction after an extreme change in stock price causes a stock 

price reversal.  

Previous studies suggest that most investors tend to overreact to new information. If an information is considered 

good, investors will set a high price, otherwise the price will be set low if an information is considered bad. Similarly, 

in this study, stock trading volume tends to increase after the Invasion declaration because many market participants are 

interested and assess the good prospects of the stock in providing future returns. The Invasion event is one of the small 

triggering factors in the increase in average trading volume activity (ATVA). The rest of the investors pay attention to 

the health of the global economy and company performance in considering a decision. The greater the level of liquidity 

of a stock, the greater the frequency of transactions that occur, this happens because of the encouragement of investor 

interest to get a greater return. During the Russian invasion of Ukraine, stock liquidity was able to absorb new 

information quickly such as the following. This is the case with price reversal events.  
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3.6.  The Effect of Bid-Ask Spread on Price Reversal 

The test results show that the bid-ask spread has a positive and insignificant effect on price reversal. Bid-ask spread 

is the difference between the highest purchase price offered by the dealer to buy shares and the lowest selling price 

offered by the trader. Investors will see the value of the spread which in this case reflects the risk in investing. If an 

event is considered as positive information in an efficient capital market, the stock will be in demand by investors. This 

will cause a decrease in liquidity and increase the percentage of bid-ask spread, so that it will affect stock price 

fluctuations. The graph of the movement of the average bid-ask spread on 40 LQ- 45 index stocks below: 

 

 
Figure  3. ABAS Moves Around Russian Invasion 

The graph in the figure above shows that there was an increase in ABAS at t+1, which amounted to 0.459. Then 

followed by a decrease and increase in the following days. On t+14 the increase in bid-ask spread jumped sharply by 

0.621. The measurement indicator of bid-ask spread is determined by the strength of supply (bid) and demand (ask) in 

capital market activities. Price reversal will occur if the level of demand and supply for stocks changes suddenly. 

However, this is an advantage for investors because with low transaction costs they are able to obtain high liquidity.  

Russia's invasion of Ukraine creates uncertainty about market volatility. Bid-ask spread is a factor that needs to be 

considered by investors in assessing risks that can reduce market liquidity. In this regard, investors become more 

cautious in making transactions and reacting to new information received because they avoid the risk of a conflict. Other 

conditions such as with the withdrawal of capital from assets that are considered risky, aiming to increase the bid-ask 

spread due to the reduced number of buyers and sellers. in the capital market. As reflected in stock price movements, 

investors will overreact by selling and buying back shares with the aim of capitalizing on undervalued prices which can 

lead to price reversals. 

 

4. CONCLUSIONS 

This study aims to test and analyze the effect of stock liquidity and bid-ask spread on price reversal around the 

announcement of the Russian Invasion on companies listed in the LQ-45 index on the Indonesia Stock Exchange. The 

announcement of Russia's invasion of Ukraine became a significant event and had a major impact on global financial 

markets. The results of research on the effect of Stock Liquidity and Bid-Ask Spread on Price Reversal around the 

announcement of the Russian Invasion of the LQ-45 Companies Listed on the Indonesia Stock Exchange obtained the 

results of Stock Liquidity as measured by Trading Volume Activity (TVA) has a positive and significant effect on Price 

Reversal, and Bid-Ask Spread as measured by Relative Bid-Ask Spread has a positive but insignificant effect on Price 

Reversal. 
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