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Abstract:

The research aims to analyze the market anomalies| and their effect on returns in the
Indonesian and world major indexes during the period of 2010-2016. The sample period
divided into two sub-periods, sub-period 2010-2013 and sub-period 2014-2016 in order to
indicate the persistence of month of the year effect.

The sample selection method used in this research is a purposive sampling method also
known as a judgmental sampling method of weekly returns from Indonesian indexes and
world major indexes based on certain criteria. As the result, the samples that meet the
criteria are consisting of 6 Indonesian indexes (BISNIS27, JKSE, KOMPASI100, LO45,
PEFINDO25, SRIKEHATI) and 4 world major indexes (CAC40 from France, DAX from
Germany, FTSE100 from England, IBEX35 from Spain).

Ordinary  least squares (OLS) and Generalized —Autoregressive  Conditional
Heteroskedasticity (GARCH) (1, 1) model is used to analyze the data. The finding shows that

anomaly month of the year effect exists in some of the Indonesian indexes and world major
indexes during the research period with various occurrences.

The intensity of month of the year anomalies is diminishing with time. September effects can
be found in most of the Indonesian indexes such as JKSE during the first sub-period. January
and April effects are found in the later sub-period. For the major world indexes May effect is
found in IBEX35 (Spain) in the earlier sub-period and February effect is found in FTSE100
(England) in the later sub-period. The research also indicates that the month of the year
effects were more persistent among indexes with smaller market capitalization.
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research revealed a phenomenon month of the year effecton indexes
Indonesia Using the GARCH (1,1) model, however, there were no
phenomena month of the year in the sub-period effect by using OLS model.

2. Results in the period 2010 to 2016, using GARCH (1,1) is not found month
of the year effect on world major indices. However, using the OLS model,
has a positive effect in October on the DAX. In the sub-period 2010 to 2013,
the results of the research show the effect of May on IBEX35 index by using
GARCH model (1,1). While using the OLS model, the May effect was
found on the IBEX35 index and the October effect on the DAX Index. In the
sub-period 2014 to 2016, the results of the study showed the effects of
February the FTSE100 index d with test GARCH (1,1). However, by using
OLS model, no finding of any month of the year.

3. Phenomenon month of the year effecton Indonesia and the world
major indices in the sub-period 2010-2013 appear not persistent on the sub-
period 2014 — 2016. Some of the effects found in the sub-earlier period
seems to disappear in the next sub-period but found effects of other months
in the sub-period next. From the output of data, GARCH (1,1) looks better
describe the phenomenon of market anomaly month of the year compared
with the effect using OLS model. The results show that the Indonesian
Capital Market is inefficient compared with some major world capital
markets. The Indonesian capital market is inefficient compared to that of the
country in Indonesia because of its large market capitalization. From the
above conclusions, if investors can take advantage of the phenomenon of
effect month of the year to earn more profit, we recommend investors to
invest in Indonesia capital market compared to some of the world
major capital markets due to the high volatility of the stock price.

Here are some suggestions that researchers can provide for future
researchers who will conduct similar research:

1. Researchers are further advised to use analytical testing with different
techniques. And compare it with the method that has been used in this
research. And give the result which method is better.

2. Further research is expected to examine all of the indices are in Indonesia
and test more world major indices in comparing this research so as to
provide a broader view.

3. It is expected that the research period undertaken by the researcher can then
be extended and use several more sub-periods to be able to compare from
sub-period to sub-period and obtain better results.
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