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Abstract. This study examines a comparative analysis of stock prices and trading volumes in 

response to Federal Reserve interest rate in 2022. The research aims to investigate the market 

reactions following these events. This analysis use secondary data and the purposive 

sampling method is used to draw samples. Depend on the samples taken, namely LQ45 Index 

with Dow Jones Index, 75 research samples were obtained. This market reaction study uses 

stock prices as measured by abnormal return variables, and stock volume is measured by 

trading volume activity. The analysis outcomes show that there is a noteworthy outcome on 

stock prices in the increase in the Federal Reserve interest rate and an insignificant effect on 

stock volume.  
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1 Introduction 
 

Russia's conflict with Ukraine is a topic of discussion in the international world, and the 

causes of this conflict have been going on for a long time. As reported on CNBC's official 

website, cnbc.com, Russia invaded Ukraine after Russian President Vladimir Putin officially 

announced military action on February 24, 2022. The conflict between these two countries can 

also cause various problems within the country, especially in terms of the continuity of people's 

lives and security. The conflict between Russia and Ukraine can also cause problems regarding 

safety and global stability, inviting various international countries to respond to the conflict 

between  
 
The European Union and other countries directly criticized the clash between Russia and 

Ukraine and penalized it through economic sanctions on Russia. The economic sanctions take the 

shape to ban Russia from bilateral relations and trade. In addition, restrictions on employment in 

the energy sector, a disallow on carrying out main and additional debt transactions, sanctions 

against the extractive industry sector were imposed on Russia [1]. [2] argues that through the 

sanctions imposed on Russia, one of the countries with the largest natural gas and oil exporters in 

the world, Russia immediately took steps to counter these sanctions by reducing the amount of 

supply, which resulted in a potential increase in market prices. However, it could have the 

opposite effect because this will cause inflation, especially USA. 
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Punishment given by the USA with other countries in the international world can disrupt the 

economic sector, especially financial markets. This could affect the rate scenario of Federal 

Reserve interest in increasing interest rates, which impacts the global economy. The raised interest 

rates of Federal Reserve is to control inflation in the United States. The increase of this interest 

rates has an effect on the process of circulation of money, which is difficult to occur. This also 

results in weakening manufacturing, reduced investment incentives, increased borrowing costs, 

and slow economic recovery [3]. The Federal Reserve raised key interest rates seven times in 

2022. During the 2022 period from March to the end of 2022, the Federal Reserve interest rate has 

expand by 425 bps to the range of 4.25%-4.50%, and this level is the highest level of increase in 

the last 15 years. According to [4] via the official databox page, the Fed raised the benchmark 

interest rate to reduce the inflation level that arose from the increase in food and energy 

commodity prices from Russia's war against Ukraine.  

 
The Fed's policy of increasing interest rates is one effort that can be implemented to reduce 

money circulating in society in order to increase the currency exchange rate. However, the Fed's 

efforts to increase interest rates will also decrease a country's economic growth rate, such as 

through the property, trade, and real sectors [5]. High interest rates are used to absorb public funds 

for investment and consumption to decrease and be stored in banks. This is done when inflation is 

high, and the value of money is low, while interest rates are low so that investment and 

consumption increase funds will circulate, and the business world can run [6]. 
 
This research is interesting because the highest Fed interest rate increase compared to the 

previous year will only occur in 2022. This type of analysis is an event study case that uses LQ45 

index companies with the Dow Jones index, intending not only to prove empirically the 

dissmilarity of stock prices during Federal Reserve interest rate but also the difference in stock 

trading volume. 

2 Literature Review 

The Fed Comparison of Stock Prices Before and After The Fed's Interest Rate Increase 

 

According to [7] explains that the correlation between price and information is that the price 

of securities behaves as if the capital market participants see the cues from the information. If 

prices have properties like this, they fully reflect the information system. The declaration of the 

Federal Reserve hike is a negative signal because this event risks pushing the Indonesian economy 

toward a recession, eventually reducing profits [8]. Research by [9] shows that the interest rate of 

The Fed significantly influences the movements of the United States capital market. Based on the 

theory above, the first alternative of hypothesis in this analysis is as follows: 

 

𝐻1 : There are dissimilarity in abnormal returns before and after the Federal Reserve interest 

rate hike in 2022 for LQ45 index companies 

𝐻2 : There are dissimilarity in abnormal returns before and after the Fed's interest rate hike in 

2022 for Dow Jones Index companies 

 

Comparison of Stock Trading Volume Before and After The Fed's Interest Rate Increase 



 

 

 

 

 i𝐴𝑅𝑖,𝑡   =  i𝑅𝑖,𝑡  − i𝑅𝑚,𝑡 

 
One of the factors that influences stock movements is Stock Trading Volume and the sum of 

all trades for a specific stock that occur on the stock exchange at a specific time. Stock of Trading 

Volume Activity indicators can be accustomed to see stock trading activity, where a stock is 

categorized as being widely popular with investors or an active stock if the stock trading volume 

shows a large volume. Research conducted by [10] stated that the Fed's increase rate declaration 

could influence investors' decisions in transacting in the capital market, resulting in a difference in 

the average TVA. According to [11] there is a dissimilarity of TVA or (Trading Volume activity) 

that occurred during BI 7-Day Reverse Repo Rate increase due to the Fed's increase in interest 

rates on the LQ45 stock index on June 29, 2018. Research Conducted from [11] stated that the 

trade reacted to the declaration of Federal Reserve interest rate, which was indicated by the 

dissimilarity in average trading volume activity before and after the event. Based on the theory, 

second alternative hypothesis of this analysis is as follows: 

 

𝐻3 : There are dissimilarity in trading volume activity before and after the 2022 Federal 

Reserve interest rate increase for LQ45 Index companies 

𝐻4 : There is a dissimilarityin trading volume activity before and after the 2022 Federal 

Reserve interest rate increase for Dow Jones Index companies 

3  Methodology and Data Analysis 

Sampel and Data  

 

This type of analysis includes event studies that use quantitative data and the data sources are 

secondary data, namely data obtained by accessing idx.co.id and www.finance.yahoo.com. The 

population in this analysis includes all corporation registered on BEI (Indonesia Stock Exchange) 

and NYSE (New York Stock Exchange) in 2022. As reported on the formal web page on 

Indonesian Stock Exchange via idx.co.id (2022) there are 835 corporation register on BEI in the 

2022 observation term and from nyse.com (2022) reported that there are 2,535 companies 

registered on the New York Stock Exchange in the 2022 observation time. Meanwhile, this 

analysis use the sample that using a purposive sampling technique, spesifically companies 

included in LQ45 Index and Dow Jones index in the research period, so 75 companies will be used 

as samples. 

 

 

Testing the Hypotheses 

 

The variables of abnormal return and trading volume activity variables are tested using the 

Paired Sample t-test on normally distributed data in hypotheses 1 and 2. For data that is not 

normally distributed will be using Wilcoxon Signed Rank test. The research variable used in this 

analysis is abnormal return which is the difference between actual return and expected 

return. 

A𝑅𝑖,𝑡 = Abnormal Returni 

𝑅𝑖,𝑡 = Actual Returni 

 

(1) 



 

 

 

 

𝑇𝑉𝐴 =  
𝑇𝑟𝑎𝑑𝑒𝑑 𝑆𝑡𝑜𝑐𝑘 𝑉𝑜𝑙𝑢𝑚𝑒

𝑆ℎ𝑎𝑟𝑒𝑠 𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔
  

𝑅𝑚,𝑡 = Expected Returni  

In addition, this study also uses trading volume activity as a research variable where TVA is 

acquired by differentiating the number of issuer shares traded in a certain time with the full 

number of issuer shares outstanding in the same time. 

4 Research and Result 

Table 1. The Conclusion of Abnormal Return Index LQ45 Test on the Fed's Interest Rate Increase for the 

2022 Period using the Wilcoxon Signed Rank test. 

 

 

 

 

 

 

 

 

(source: data summarized from descriptive statistics SPSS 29) 

 

The conclusion of this test that using Wilcoxon Signed Rank combined abnormal return for 

the event of an increase in the Fed's interest rate were obtained Sig. (2-tailed) 0.041 which has a 

value smaller than 0.05 or 0.041 < 0,05. This shows that the abnormal return hypothesis is 

supported, meaning that there is a significant difference in abnormal returns before and after the 

United States Federal Reserve interest rate increase on LQ45 Index. 

 
Table 2. The Conclusion of Abnormal Return Index Dow Jones Test on the Fed's Interest Rate Increase for 

the 2022 Period using the Wilcoxon Signed Rank test. 

 

Test Statistics 

  

AAR After 2022 Fed Increase - 

AAR Before 2022 Fed Increase 

Z -,909b 

Sig (2-tailed) 0,363 

a. Wilcoxon Signed Ranks Test 

b. Based on positive ranks. 

(source: data summarized from descriptive statistics SPSS 29) 

 

The conclusion of this test that using Wilcoxon Signed Rank results of the Wilcoxon Signed 

Rank combined abnormal return test for the event of an increase in the Fed's interest rate were 

obtained Sig. (2-tailed) 0.363 which has a value greater than 0.05 or 0.363 > 0.05. This shows that 

the abnormal return hypothesis is not supported, meaning that there is no significant difference in 

abnormal returns before and after the United States Federal Reserve interest rate increase on Dow 

Jones Index. 

 

(2) 

Test Statistics 

  

AAR After 2022 Fed Increase - 

AAR Before 2022 Fed Increase 

Z -2,045b 

Sig (2-tailed) 0,041 

a. Wilcoxon Signed Ranks Test 

b. Based on negative ranks. 



 

 

 

 

Table 3. The Conclusion of Trading Volume Activity Index LQ45 Test on the Fed's Interest Rate Increase 

for the 2022 Period using the Paired Sample t-Test. 

 

Paired Samples Test 

  

Paired Differences t df Significance 

Mean 

Std. 

Deviatio

n 

Std. 

Error 

Mean 

95% Confidence 

Interval of the 

Difference 

  

One

-

Side

d p 

Two

-

Side

d p 

Lower Upper 
    

Pair 

1 

ATVA 

After 2022 

Fed 

Increase - 

ATVA 

Before 

2022 Fed 

Increase 

-

0,000040

67 

0,0005355

4 

0,0001382

8 

-

0,00033724 

0,000255

91 

-0,294 14 0,38

6 

0,773 

(source: data summarized from descriptive statistics SPSS 29) 

 

The conclusion of TVA that using Paired Sample t-Test for the event of an increase in the 

Fed's interest rate were obtained Sig. (2-tailed) 0.773 which has a value greater than 0.05 or 0.773 

> 0.05. This shows that the trading volume activity hypothesis is not supported, meaning that there 

is no significant difference in trading volume activity before and after the United States Fed 

interest rate increase on the LQ45 Index. 

 

 

 
Table 4. The Conclusion of Trading Volume Activity Index Dow Jones Test on the Fed's Interest Rate 

Increase for the 2022 Period using the Paired Sample t-Test. 

 

Test Statistics 

  

ATVA After 2022 Fed Increase - 

ATVA Before 2022 Fed Increase 

Z -,738b 

Asymp. Sig. (2-tailed) 0,460 

a. Wilcoxon Signed Ranks Test 

b. Based on negative ranks. 

(source: data summarized from descriptive statistics SPSS 29) 

 

The conclusion of TVA that using Paired Sample t-Test for the event of an increase were 

obtained Sig. (2-tailed) 0.460 which has a value greater than 0.05 or 0.460 > 0.05. This shows that 

the abnormal return hypothesis is not supported, meaning that there is no significant difference in 

trading volume activity before and after the United States Fed interest rate increase on the Dow 

Jones Index. 



 

 

 

 

5 Implication and Suggestion for Future Research 

The 𝐻1  shows that the analysis of the market reaction test before and after the Federal 

Reserve interest rate hike event for LQ45 Index Companies show a significant difference in 

abnormal returns, so Hypothesis 1 is supported. This event has significant information content 

due to the Sig. (2-tailed) of the observation period is less than 0.05. The 𝐻2  shows that the results 

of the market reaction test on the Dow Jones index companies show no significant difference in 

abnormal returns, so Hypothesis 2 is not supported. This event has insignificant information 

content due to the Sig. (2-tailed) of the observation period is greater than 0.05. The 𝐻3  shows no 

differences in trading volume activity before and after the declaration of the Fed's interest rate 

increase on the Dow Jones Index Companies, so Hypothesis 3 is not supported. The 𝐻4  shows 

that there is no difference in trading volume activity before and after the announcement of the 

Fed's interest rate increase on the Dow Jones Index Companies, so Hypothesis 4 is not 

supported. From the analysis of TVA for the increase in Federal Reserve interest rate both for the 

LQ45 index and for the Dow Jones index, there is no significant difference between trading 

volume activity for events before and after the Fed's increase. 

 

The test results on the variable abnormal return on the LQ45 index show a difference in the 

average abnormal return before and after the announcement of the Fed's interest rate hike because 

the changes in the abnormal return are quite significant. Meanwhile, testing on the abnormal 

return variable on the Dow Jones index shows that there is no difference in the average abnormal 

return before and after the announcement of the Fed's interest rate increase. That is because the 

changes in abnormal returns are not significant enough, which is reflected in the average abnormal 

return before and after the event. The test outcomes on trading volume activity variable show that 

there is no difference in the average trading volume activity before and after the announcement of 

the Fed's interest rate hike on the LQ45 index companies and the Dow Jones index. This is 

because the changes in trading volume activity are not significant enough, which is considerd 

TVA during the event. 
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