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Abstract

Seasonal anomalies cause market inefficiency by affecting the mean and volatility of stock
returns, and allow investors to obtain abnormal returns. In Indonesia, there is the month of
Sela which is believed as an unlucky month so that many people avoid this month to hold
ceremonial activities. As a result, the economy declines in the month of Sela and possibly,
the return will also drop in this month. Therefore, this research aims to reveal whether the
month of Sela is a seasonal anomaly. This research tested two hypotheses; the effect of the
mean and volatility of price index return by using the GARCH model. To examine the effect
of the month of Sela on the mean and volatility of return of price index, we collected the
data on Indonesian Composite Index and 10 sectoral indices from 2009 to 2019 on three
Javanese months, Sawal, Selo and Besar. In total, we collected 7.095 returns data. The
month of Sela was a seasonal anomaly that the average and volatility of returns during the
month of Sela were lower than those during the months of Sawal and Besar. These results
also indicated that during the months of Sawal and Besar, the price index was more
volatile than it was during the month of Sela. This research is useful for investors in
considering their investment decisions to obtain an abnormal return. This research also
contributes to the literature by adding new knowledge about seasonal anomalies that exist
in Indonesia.
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INTRODUCTION
An efficient market is a market where all available information reflects the price of all

securities that are traded (Caporale et al., 2016; Fama, 1970; Kalayil et al., 2019; Swamy &
Dharani, 2019). If a market is efficient, the price will change according to the random walk
theory (RWT) and cannot be predicted (Fama, 1970; Toit et al., 2018; Wasiuzzaman & Al-
Musehel, 2017), so that investors will not easily obtain abnormal return (Reddy et al.,
2019). However, there is a phenomenon such as market anomaly that can make the market
inefficient (Haggard et al., 2015; Levy, 1996; Reddy et al., 2019; Seif et al., 2017). Market
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anomaly is a situation where the performance of an equity or a group of equities deviates
from the assumed efficient market hypothesis (Guerard & Chettiappan, 2017; Halari, 2017;
Latif et al., 2011). Seasonal anomaly is important to study because this anomaly is the most
obvious in exposing market inefficiency (Halari, 2017; Mills & Coultts, 1995). One form of
the anomaly is a month of the year effect, which shows that the returns in certain months
increase, and hence, there is an opportunity to obtain abnormal return (Compton et al.,
2013; Floros & Salvador, 2014; Lob&o, 2019; MA, 2018), for example, the Ramadan
effect. The Ramadan effect demonstrates an increase in returns during the month of
Ramadan (Munusamy, 2018; Ozkan, 2017; Shahid et al., 2019) because the mood of
investors during Ramadan is better, many decide to invest (Al-Khazali et al., 2017), and
this causes an increase in the returns (Al-Khazali et al., 2017). Another example of
seasonal anomaly is the January effect, in which the returns are higher than those in other
months (Depenchuk et al., 2010; Easterday, 2015; Evbayiro-osagie, 2018; Kumar &
Pathak, 2016; Levy, 1996; Ozkan, 2017) because investors delay the sale of stocks until
after the new year (Sahin et al., 2018). Calendar anomaly, apart from affecting the returns,
also affects the volatility of the index return (Al-Khazali et al., 2017; Halari, 2017), such as
in Ramadhan whereby market becomes more volatile (Ariss et al., 2011; Biatkowski et al.,
2013; Halari et al., 2018; Munusamy, 2018, 2019; Wasiuzzaman & Al-Musehel, 2017).

Market inefficiency can also be caused by the existing behavior in the capital market
(Riza et al., 2018; Robiyanto & Puryandani, 2015) such as irrational actions of investors in
the market (Aggarwal & Mohanty, 2018; Burton & Shah, 2013; Hermin & Mahadwartha,
2018). Behavior and performance of an individual can also be influenced by culture (Al-
Ississ, 2015; Zhan, 2019) because culture is a belief or value that influence an individual’s
life, behavior, and decision making (Al-Ississ, 2015; Wasiuzzaman & Al-Musehel, 2017,
Zhan, 2019). When people of a country uphold cultural values, investors tend to imitate the
behavior of others, which can increase stock price, as is the case with developing countries
(Zhan, 2019). However, many investors tend to take various actions to gain profit,
regardless of whether the action is rational or not (Robiyanto & Puryandani, 2015) such as
acting based on superstition (Robiyanto & Puryandani, 2015). Cultural considerations and
superstitions influence the process of behavior shaping in financial markets (Hermin &
Mahadwartha, 2018; Liu, 2013; Robiyanto & Puryandani, 2015). For example, research on
Friday 13 showed that the return on that day was lower (Robiyanto & Puryandani, 2015)
because people in countries influenced by Judeo-Christian beliefs consider Friday 13 an
unlucky day (Robiyanto & Puryandani, 2015). With this belief, many people avoid
activities on Friday 13 so that one of the impacts is a lower return.

Based on prior research, this study is to investigate the existence of market anomaly
in Indonesia which is the largest Muslim population in the world with 87.20% of the
population is Muslim (Indonesia.go.id, 2020; World Population Review, 2020). Islam
began to develop in Indonesia at the time of the fall of the Javanese Hindu-Buddhist
kingdoms (Woodward, 1989). As a result of the establishment of the Islamic Mataram
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kingdom in 1578 AD (Woodward, 1989), Islam grew and reached its peak during the era
of Sultan Agung (Karaton Ngayogyakarta Hadiningrat, 2019; Musonnif, 2016; Woodward,
1989). To support the spread of Islam, the Islamic preachers tended to preach in a tolerant
pattern while still adopting the old culture and acculturating Islamic values to local values
(Musonnif, 2016). One form of the acculturation is the Javanese calendar (Karaton
Ngayogyakarta Hadiningrat, 2019; Rizkianingtyas, 2018; Wahyudi, 2014).

The Javanese calendar is a fusion of Hindu-Buddhist culture - the Saka calendar with
Islamic culture - the Hijri calendar (Karaton Ngayogyakarta Hadiningrat, 2019; Robiyanto
& Puryandani, 2015). The establishment of the Javanese calendar did not change the
existing order. It simply continued the Saka year and replaced its calculation based on the
motions of the moon (Karaton Ngayogyakarta Hadiningrat, 2019; Proudfoot, 2007). The
purpose of establishing the Javanese calendar was to overcome the problem of cultural
differences between Muslims who adhered to syncretistic Islam (Kejawen) and Muslims
who adhered to normative Islam (Rizkianingtyas, 2018; Wahyudi, 2014). This calendar
was created to form a sense of unity among the people of Mataram in the face of Dutch
colonialism (Rizkianingtyas, 2018; Wahyudi, 2014) and to adjust the Saka calendar with
the Hijri calendar so that the celebration of Eid al-Adha could be carried out
simultaneously (Anderson, 2009; Karaton Ngayogyakarta Hadiningrat, 2019). The
Javanese calendar has twelve months whose names were acculturated from Arabic and
adapted for Javanese speaking (Karaton Ngayogyakarta Hadiningrat, 2019; Musonnif,
2016; Rizkianingtyas, 2018; Wahyudi, 2014).

In Indonesia, the Javanese are the largest ethnic group with a percentage of 40.05%
(Badan Pusat Statistik, 2015) and they are politically and culturally dominant (Efferin &
Hopper, 2007; Mulder, 1994; Sarsito, 2006). The Javanese people believe that certain
months must be avoided for a celebration, such as the month of Sela, which means
“between times (bulan apit)” because this month is between the two months, Sawal and
Besar (Musonnif, 2016; Nurfitria & Hidayati, 2011). However, there was also researchers
who argued that the meaning of Sela is silo, similar to the meaning of the month of
Dzulga’dah (Musonnif, 2016; Nurfitria & Hidayati, 2011). Silo comes from the word
“pbersila”, which is sitting cross-legged like sitting position of dhikr (recollection)
(Musonnif, 2016; Nurfitria & Hidayati, 2011). As a result of this belief, Javanese people
avoid the month of Sela as a month to hold a celebration (AA, 2016; Riza et al., 2018;
Tjakraningrat, 2017) and are encouraged to purify themselves or perform ritual ceremony
of selametan, such as bersih desa (the cleansing of the village) ritual (Geertz, 1976;
Hamdi, 2018). The purpose of bersih desa ritual is to ask God to protect all residents in the
neighborhood and to preserve nature. It is also an expression of gratitude to God
(Abdurrohman, 2015; Adji, 2017; Geertz, 1976; Samidi, 2016).

The impact of this belief is a decline in the economic performance of the society
during the month of Sela. The decline in the economic performance can be seen from the
decline in sales turnover (Nurfitria & Hidayati, 2011), the decline in the price of chicken in
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the market (Rohmatillah, 2019), and the small number of people who hold wedding
ceremony in the month of Sela (AA, 2016; Riza et al., 2018). Meanwhile, economic
performance is clearly better in the month before and after the month of Sela, indicated by
an increase in the use of catering services in the month of Besar because there are many
celebration events (Nurfitria & Hidayati, 2011). Prior study has discovered that the months
of Besar and Sawal were the first and second most favorite months for people to hold a
wedding ceremony with a percentage of 22% and 17% (Riza et al., 2018). The level of
consumption has also increased because there are two major holidays for Muslims, Eid al-
Adha and Eid al-Fitr, which make financial expenditure a lot in those two months. As
consequences, Sawal has positive effect on the index return because of positive investors’
mood during the month, resulted in an increase of returns (Shah et al., 2017). However,
Zul-hijjah effect (Besar effect) brings a negative effect the index return because of a low
trading activity during this month (Akhter et al., 2015). These two months could cause
abnormal returns in the Indonesian capital market (Andriyani et al., 2018; Hinawati, 2016).
This may occur because of public optimism and an increase in social mood so that trading
activity in the Indonesian capital market increases (Andriyani et al., 2018).

This study aims to examine empirically whether the month of Sela has an impact on
the mean and volatility of indices’ returns in the Indonesian capital market, compare to
Sawal and Besar. The study adds new knowledge and references for further research,
especially in seasonal anomalies. The uniqueness of this research is that it examines the
phenomenon of the month of Sela in the Javanese calendar. Previous research has found
that there was no effect of the Javanese calendar (Robiyanto & Puryandani, 2015), but
there were also those who discovered a partial effect of the Javanese calendar on returns in
Indonesia (Hermin & Mahadwartha, 2018). However, the previous research was based on
the days in the Javanese calendar, which are referred to as “pasaran”, and not based on the
months, so further research on the effects of the Javanese calendar, which is based on the
months, is quite crucial. Therefore, the hypothesis in the study are:

Hi: There are effects of the month of Sela on the mean of price index return.
H,: There are effects of the month of Sela on the volatility of the price index return.

This research was conducted by testing the composite stock price index and ten
sectoral indices in the Indonesian capital market by using the GARCH test (1,1). The
remainder of this paper is organized as follows. The procedures of data collection and
methodology that were used in this study will be presented in research method section,
followed by the results of data analysis and discussion. The final section provides
conclusions, implications, limitations, and recommendations for future research.

RESEARCH METHOD
This research employs data in the form of daily price indices in ten sectoral indices and

Jakarta Composite Index (JCI) during, before, and after the month of Sela with a time
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period from 2009 to 2019. Data were obtained via Yahoo Finance. We chose 2009
because the stock market began to slowly recover after the 2008 global financial crisis
(Munusamy, 2019; Uchoa, 2018). The daily index was employed because it is the most
appropriate frequency to analyze and with a minimum period of four years, daily data are
sufficient to apprehend the important features of the capital market (Munusamy, 2019;
Taylor, 1986). Therefore, the period of 11 years is considered sufficient to reflect the
important features of financial data.

The impact of the month of Sela on the return and volatility of the market index can
be observed via the following model:
Ri=a+piDy;+& )
Ry =a+ f;Dy + & (2)
R; is market index return. Dy; is dummy variabel, 1 Sela 0 Sawal. D,; is dummy variabel, 1 Sela 0
Besar. « is the contant in the equation, &; is an error-term, 8; and 3, are the coefficients.

The data of this study are not normal, have autocorrelation, and heteroscedasticity,
and hence, ordinary least squares will not provide the best estimate. To overcome this
problem, GARCH test was conducted. Prior to GARCH, the ARCH-LM test were
performed on time series data. GARCH model (1,1) is a GARCH model where the return
value depends on the previous unexpected return and t-; volatility (lag 1). The use of the
GARCH model (1,1) is considered sufficient for most financial data (Engle, 2001), so the
GARCH model (1,1) was used in this study (Bachmann et al., 2019; Bokpin, 2016; Dixit et
al., 2010; Munusamy, 2018; Seif et al., 2017). Thus, the GARCH (1,1) estimation
technique is considered quite appropriate to test the impact of the month of Sela on the
mean and volatility of returns of indices in the market. The following GARCH (1,1) model
was estimated:

Mean equation:

Ri=c+ wRi_q + N&_1+B1Dy; + & 3)
Ri=c+ wRi_qy + Mée_1+ BoDy + & (4)
Where:

Q0 1~(0,0) ()
Variance equation:

of = ag+ aefq + B1074 + B1Dy; (6)
O'tz = oy + a15t2—1 + ,310'1:2—1 + B2D;; (7)

Equations (3) and (4) explain the results of test on returns where R; is market index
return. R;_; is return t-1, &._, is volatility t-1, and c is the contant in the equation.
Equations (6) and (7) explain the results of test on volatility where €2, is residual t-1 and
of_, is variance t-1. w4, 14, By, and B, are coefficients. Dy; is dummy variabel, 1 Sela 0
Sawal, D,; is dummy variabel, 1 Sela 0 Besar, and &; is an error-term. The conditional
variance in equation (5) is the value of the lagged-one conditional variance (GARCH, ot?)
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and the linear function of the square root of the previous period (ARCH, & ). To know
whether the GARCH (1,1) estimation result model is good enough to model the data,
further testing of heteroskedasticity can be conducted using the ARCH-LM test and
autocorrelation should be observed basen on the p-value of Correlogram-Q-statistics
residual (Wasiuzzaman & Al-Musehel, 2017).

RESULTS AND DISCUSSION
Table 1 shows the comparison of returns in those three months. The majority of returns

were lower in Sawal than in Sela. This can be seen from the mean return, which had a
negative value in Sawal, except for the JKINFA and JKMING indices. The same thing also
happened in the month of Besar where the majority of price index returns were lower than
in the month of Sela. This was indicated by the majority of the mean values of returns that
were negative in the month of Besar, except for the JKAGRI index. However, it cannot be
concluded that the month of Sela had a higher mean return on index than Sawal and Besar
did. This was because the index data were not normal and had autocorrelation and
heteroscedasticity so that it was necessary to do the GARCH test whose results are
reported in the GARCH test section (1,1) for the mean return.

Table 1. Descriptive statistics

Sawal Sela Besar

Variable . Mean . Mean . Mean
Min Max (Std Dev) Min Max (Std Dev) Min Max (Std Dev)
JKSE -0.0930 0.0465 -0.0002 -0.0581 0.0454 0.0009 -0.0383 0.0318 -0.0003
(0.0146) (0.0123) (0.0110)
JKAGRI -0.0791 0.0748 -0.0003 -0.0896 0.0484 -0.0002 -0.5453 0.5453 0.0001
(0.0171) (0.0167) (0.0540)
JKBIND -0.1418 0.0905 -0.0008 -0.0799 0.0535 0.0016 -0.0468 0.0661 0.0004
(0.0235) (0.0176) (0.0155)
JKCONS -0.0746 0.0483 -0.0003 -0.0370 0.0529 0.0006 -0.0426 0.0478 0.0002
(0.0161) (0.0139) (0.0131)
JKFINA -0.3286 0.3378 -0.0003 -0.0703 0.0710 0.0017 -0.0425 0.0442 -0.0002
(0.0379) (0.0146) (0.0131)
JKINFA -0.0827 0.0428 0.0004 -0.0494 0.0448 0.0001 -0.0395 0.0384 -0.0002
(0.0151) (0.0123) (0.0117)
JKMING -0.1016 0.0685 0.0018 -0.0618 0.0636 0.0000 -0.0511 0.0342 -0.0011
(0.0180) (0.0170) (0.0146)
JKMISC -0.0959 0.0624 -0.0014 -0.0728 0.0878 0.0013 -0.0752 0.0853 -0.0013
(0.0211) (0.0198) (0.0196)
JKMNFG -0.0903 0.0559 -0.0007 -0.0520 0.0547 0.0010 -0.2074 0.2085 -0.0001
(0.0168) (0.0137) (0.0238)
JKPROP -0.0738 0.0493 -0.0009 -0.0661 0.0879 0.0006 -0.0393 0.0309 -0.0003
(0.0175) (0.0157) (0.0123)
JKTRAD -0.0728 0.0418 -0.0010 -0.0488 0.0879 0.0009 -0.0393 0.0496 0.0005
(0.0169) (0.0149) (0.0133)

Source: Author’s Calculation

Autocorrelation test and ARCH-LM test need to be done again after the GARCH test
(1,1) is carried out in order to ensure that the data do not experience autocorrelation and
heteroskedasticity. The results of the autocorrelation test and the ARCH-LM test showed
that the data had no autocorrelation and heteroskedasticity, but the results of the two tests
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were not shown due to space limitations. Table 2 shows that the month of Sela had a
significant effect on the mean return of JKAGRI and had marginal effect on the return of
JKMING. JKAGRI and JKMING had lower returns in the month of Sela than in the month
of Sawal at 0.25% and 0.27%.

Table 2. GARCH (1,1) results
Mean Equation

. D; D,
Variable c (Sela vs Sawal)  (Sela vs Besar)
JKSE 0.001204  -0.000766 0.001259
JKAGRI  0.002724  -0.002500*** -0.001434*
JKBIND  0.002123 -0.001059 0.000933
JKCONS 0.000015 -0.000506 0.000314
JKFINA  0.000493 0.000917 0.002520*
JKINFA  0.000653 0.000257 0.000761
JKMING 0.002417* -0.002679* 0.001068
JKMISC  -0.000965 0.001337 0.001784
JKMNFG 0.000664 -0.000394 0.002703
JKPROP  0.000719  -0.000199 0.000339
JKSE 0.000383 _ 0.000615 0.000763

Note: **=*** Statistical significant at 0.01, 5, and 10 percent levels.
Source: Author’s Calculation

Table 2 also shows that the month of Sela had a significant effect on the mean return
of JKAGRI. JKAGRI had a lower return of 0.14% in Sela than in Besar. However, the
month of Sela turned out to have a positive influence on JKFINA. The JKFINA index had
a higher mean return value of 0.25% in Sela than in Besar. Thus, H;, which states that
there are effects of the month of Sela on the mean of price index return, cannot be rejected.

The results of the analysis showed that the month of Sela had a negative effect on the
mean return on the JKAGRI and JKMING indices, but had a positive effect on JKFINA.
The negative effect was indicated by a decrease in the return of JKAGRI index in the
month of Sela by comparing the returns in the months of Sawal and Besar. This happened
because the mean value of return was lower in the month of Sela than in the months of
Sawal and Besar. The lower mean value of return was due to the decline in public
consumption during the month of Sela (AA, 2016; Nurfitria & Hidayati, 2011; Riza et al.,
2018; Rohmatillah, 2019) so that it might reduce the number of sales of agro-industrial
companies. JKAGRI comprises companies engaged in agro-industry. A decrease in the
number of sales could affect returns so that the month of Sela had a negative effect on the
return of JKAGRI index. In addition, 58.46% of constituent companies of the JKAGRI
index recorded a decrease in returns during the month of Sela compared than in the months
of Sawal and Besar. With this, it is possible that the JKAGRI index will also experience a
decline of return during the month of Sela.
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In line with the JKAGRI index, the month of Sela also had a negative effect on the
mean return of the JKMING index, indicating that the mean return was lower in the month
of Sela than in the month of Sawal. In addition, the decline in mean returns could also be
due to the fact that JKMING comprises companies engaged in supply of fuels for industrial
use. During the month of Sela, private consumption decreased and industrial production
decreased. With a decrease in the production, the sales of fuel also decreased. A decrease
in the sales can affect returns so that the month of Sela had a negative effect on the mean
return on the JKMING index. Furthermore, 60.62% of constituent companies that
constituted the JKMING index also experienced decreasing returns during the month of
Sela than during the month of Sawal. Therefore, the return of JKMING index also declined
in the month of Sela.

Unlike JKAGRI and JKMING, the month of Sela had a positive effect on the mean
return of JKFINA index. Descriptive statistics indicated that there was an increase in the
mean return in the month of Sela than in the month of Besar. The increase in the mean
return was also because 76.76% of constituent companies that constituted JKFINA
experienced increasing returns in the month of Sela rather than in the month of Besar.
Thus, the JKFINA index will also experience increasing return in the month of Sela rather
than in the month of Besar.

The results of this research also support the results of research by Al-Khazali (2008),
Ariss et al. (2011), Biatkowski et al. (2013), Depenchuk et al. (2010), Halari et al. (2018),
Jaisinghani (2016), Munusamy (2019), Shahid et al. (2019), Wasiuzzaman and Al-Musehel
(2017), which discovered that there was seasonal anomaly, which is included in the
category of month of the year, namely, the month of Sela. The results of this research also
discovered that the month of Sela might shape investor behavior due to cultural influences
(Al-lssiss, 2015; Wasiuzzaman & Al-Musehel, 2017; Zhan, 2019). If there is a change in
investor behavior, many investors tend to take various actions to gain profits on the capital
market (Hermin & Mahadwartha, 2018; Liu, 2013; Robiyanto & Puryandani, 2015), which
can cause a difference in returns in the months of Sela, Sawal, and Besar.

The results of this research contradicted EMH. EMH states that an efficient market is
a market where the prices of all securities reflect all available information (Bokpin, 2016;
Fama, 1970; Musnadi et al., 2018; Reddy et al., 2019; Seif et al., 2017). Meanwhile, the
results of this research indicated the opposite. The capital market in Indonesia is not yet an
efficient market and the prices in the capital market do not reflect all available information.
In addition, the results of this research also contradicted the concept of RDW. RDW states
that if a market is efficient, then the price will move randomly and cannot be predicted
(Fama, 1970; Toit et al., 2018; Wasiuzzaman & Al-Musehel, 2017), so that investors will
not easily obtain abnormal return (Reddy et al., 2019). However, the results of this research
indicated the effect of the month of Sela, which caused prices to not change randomly and
allowed investors to obtain abnormal returns. With the price index dropping during the
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month of Sela, investors are encouraged to buy stokes during the month of Sela and sell
them when the price starts to rise again, for example, in the month of Besar.

Table 3 shows that the month of Sela affected the seven price indices (JKBIND,
JKCONS, JKFINA, JKINFA, JKMING, JKMISC, and JKPROP), except for the JKSE,
JKAGRI, JKMNFG, and JKTRAD indices. It meant that the month of Sela caused a
difference in the volatility of returns on the seven indices. These seven indices had lower
volatility values in the month of Sela than in the month of Sawal. Table 3 also illustrates
that the month of Sela only affected three price indices (JKBIND, JKFINA, and
JKMNFG). It meant that the month of Sela caused a difference in the volatility of returns
on the three indices. These three indices had lower volatility values in the month of Sela
than in the month of Besar. Table 3 portrays that the p-value of all indices in ARCH and
GARCH models was significant, so it can be said that the volatility of all indices was
influenced by unexpected returns and volatility in the previous period. Thus, H,, which
states that there are effects of the month of Sela on the volatility of the price index return,
cannot be rejected.

Table 3. GARCH (1,1) volatility results
Variance equation

. D, D2
Variable c ARCH GARCH (Sela vs Sawal) (Sela vs Besar)
JKSE 0.000004**  0.166157*** (.811591*** -0.000000 -0.000000
JKAGRI  0.000107*** 2,737149*** -0.000573***  (0.000001 -0.000012
JKBIND  0.000011*** 0.191424*** (.740090*** -0.000039*** -0.000017*
JKCONS 0.000002**  0.128974*** (.803164*** -0.000011* 0.000000
JKFINA  0.000365*** 0.240248*** (.567321*** -0.000347*** -0.000009*
JKINFA  0.000001**  0.095166*** (.880459*** -0.000009*** 0.000004
JKMING  0.000020* 0.076360***  0.869104*** -0.000011* -0.000001
JKMISC  0.000026* 0.103939***  0.846180*** -0.000012* -0.000007
JKMNFG 0.000012* 0.192093***  0.752612*** 0.000004 -0.000061***
JKPROP  0.000018*** 0.188217*** 0.764261*** -0.000010* -0.000000
JKTRAD 0.000016*** 0.154296*** (.786525*** -0.000006 -0.000006

Note: *** ** * * Statistical significant at 0.01, 1, 5, and 10 percent levels.
Source: Author’s Calculation

The results of the analysis demonstrated that there was a negative effect of the month
of Sela on the volatility of returns of eight indices: JKBIND, JKCONS, JKFINA, JKINFA,
JKMING, JKMISC, JKMNFG, and JKPROP. The results showed that the eight indices
experienced less volatility in the month of Sela than in the month of Sawal. Furthermore,
the volatility of the JKBIND and JKFINA indices also fell in the month of Sela than in the
month of Besar. The results of this research were similar to those of Al-Hajieh et al.
(2011), Al-Khazali et al. (2017), Biatkowski et al. (2013), Halari (2017), Munusamy
(2018, 2019), Wasiuzzaman and Al-Musehel (2017) where there was a seasonal anomaly,
which is included in the category of month of the year and can affect the return volatility.

The decreasing volatility on several indices might be caused by changes in investor
behavior. During the month of Sela, many people reduce economic activity and are
encouraged to do spiritual cleansing (Geertz, 1976; Hamdi, 2018). Investors may have
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been reducing their activities in the Indonesian capital market so that trading activity has
decreased and thus, causeing volatility to fall. These results are in line with results of
research by Al-Khazali et al. (2017), which stated that the volatility of returns could
decrease due to changes in investor behavior. However, Al-Khazali et al. (2017) discoverd
that changes in behavior were caused by investors doing more worship activities than
trading on the stock market during the month of Ramadan so that stock trading activity fell.
Thus, there was a similarity between the month of Sela and the month of Ramadan in
which investors reduced their trading activity more, which can lead to decreasing volatility.

In addition, the decrease in the volatilities of the JKBIND, JKCONS, JKFINA,
JKINFA, JKMING, JKMISC, and JKPROP indices could also be due to the lower standard
deviation values in the month of Sela than in the month of Sawal. The standard deviation
value of JKMNFG index was also lower in the month of Sela than in the month of Besar.
The decreasing volatility could also be caused by 88.36% and 74.33% of the constituent
companies of JKCONS and JKMING that experienced a decrease in the mean volume
during the month of Sela than during the month of Sawal. In line with the JKCONS and
JKMING indices, the mean volume value of 93.75% of companies that constituted
JKBIND index also decreased in the month of Sela than in the months of Sawal and Besar.
The lower mean volume value indicates the low intensity of stock trading incorporated in
the index, so that the volatility of the JKBIND, JKCONS and JKMING indices also
decreased during the month of Sela.

CONCLUSION
This research aims to discover whether there are effects of the month of Sela on the mean

and volatility of stock price index returns. This research employed the JCI daily data and
ten sectoral indices in the period 2009-2019 and provides several conclusions. First, this
research discovered that there was a seasonal anomaly, namely the month of Sela, which
could affect the mean and volatility of stock price index returns in the Indonesian capital
market. This finding is in line with previous research, which discovered seasonal anomaly
in the category of month of the year that could affect the mean return and volatility.
Second, the month of Sela had negative and positive effects on the mean return. If it has a
negative effect, then there is a decrease in return in the month of Sela. However, if it has a
positive effect, then there will be an increase in return in the month of Sela. The JKAGRI
and JKMING indices were indices whose returns decreased during the month of Sela than
during the month of Sawal. However, the JKFINA index showed increasing returns in the
month of Sela rather than in the month of Besar. Third, the month of Sela also negatively
affected most of the volatilities of returns on the price index. It indicated that most indices
had decreased volatility during the month of Sela than in Sawal. In addition, the decrease
in volatility indicated that the month of Sela was no more volatile than the months of
Sawal and Besar.

In addition, these findings confirm that the month of Sela can change investor
behavior based on culture. The results contradict the efficient market hypothesis and
random walk theory so that index return in the future can be predicted. If the index return
in the future can be predicted, it will allow investors to obtain abnormal return. Based on
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this research, investors can make decisions in determining their investment strategy so that
it is possible for them to obtain abnormal returns. Investors are encouraged to buy stocks
listed in the JKAGRI and JKMING indices during the month of Sela because the price
index drops and to sell them when the price starts to rise again, namely during the month of
Besar. The results of this research contribute to the literature on seasonal anomalies in the
category of month of the year by considering the effect of the month of Sela on the mean
and volatility of price index returns in Indonesia.

This research employed the GARCH model (1,1) but the model used in this study
was the simplest GARCH model. For future research, it is recommended to use other
GARCH models such as the GARCH-M, TGARCH, ARFIMA-FIGARCH models in order
to compare the results. In addition, this research used a sample of stock price index without
considering seasonal anomalies on stock prices. The next research is suggested to tets the
price index and the stock price of the constituent companies of the index to determine the
consistency of the effect of the month of Sela.
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