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ABSTRACT 

This study aims to find out, analyze the findings of banking stock prices on the Indonesia Stock 

Exchange. The research uses quantitative methods with a causal relationship approach. The 

sample used was the main board financial sector company on the IDX for the 2022 period as 

many as 29 samples using purposive sampling techniques. The data used in this study is 

secondary data obtained from banking sector companies on the Indonesia Stock Exchange 

(IDX). Data analysis using panel data regression analysis with the Eviews program. 

The results of the study partially showed that there was a significant negative influence between 

volatility and price discovery. There is a significant negative influence between stock trading 

volume and price discovery. There is a significant positive influence between the frequency of 

stock trading on price discovery. There is a significant positive influence between momentum 

and price discovery. There is no influence between foreign net buying on price discovery in 

the main board banking sector companies listed on the IDX. Meanwhile, the results of the 

research simultaneously show that there is a significant effect on the variables of volatility, 

volume, frequency, momentum and foreign net buying on price discovery in the main board 

banking sector companies listed on the IDX. 
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1.1. Background  

In the transaction process for various types of transactions, especially the process of 

buying and selling shares in the banking sector on the Indonesia Stock Exchange (IDX), the 

role of price will be very important in making a decision. Pricing is obtained from decisions 

made based on the price performance itself which has an effect, either a result that is detrimental 

to the perpetrator of the transaction because the price has decreased or a beneficial effect 

because the price has increased for the perpetrator of the transaction. In transaction activities 

there are transaction actors who already know the potential price, transaction actors who do not 

know the potential price and transaction actors who do not want to know the potential price, 

thus the bargaining process through price availability is one of the auction processes that occurs 

between the seller and the seller. buyers in order to reach an agreed price. 

Knowledge of past price performance and paying attention to current price 

performance, the role of trading volume and available past data is very important in identifying 

price trends that are believed to last into the future (Cowles, 1933; Brock et al. al., 1992; and 

Lo et al., 2000). then the price discovery process can provide a projection of future returns 

(Goh et al., 2013; Neely et al., 2014). 

The formation of price discovery is the background to be able to encourage transaction 

performance, because price discovery is part of the micro market structure. Hasbrouck (2007) 

states that the study of Market Micro Structures is “The study of the trading mechanisms used 

for financial securities.” Hasbrouck's statement is clearer than O'Hara's statement, where the 

micro market structure clearly explains how a price is formed from various structures. and 

components traded by various parties. 

The theory and practice of the micro market structure is the essence of the transaction 

process carried out by the parties to achieve the expectations of liquidity growth, price 

differences, and price performance in the short, medium to long term. The market micro 

structure is "The study of the process and outcomes of exchanging assets under explicit trading 
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rules" (O'Hara, 1995). The theory of market microstructure is used as an approach to the 

potential changes in the liquidity of a price caused by changes in trading rules. The market 

microstructure is a new theory that discusses the formation of stock prices in the market. 

In the development of market transactions, especially buying and selling banking 

shares, approaches and implementation of practice and theory, the market microstructure 

becomes an important part in determining transaction attitudes to be able to increase the number 

of transactions when the market gives a positive signal accompanied by potential price 

movements, or vice versa to limit the number of transactions. transactions when the market 

signal is negative. 

The formation of a price is through a bargaining process, accompanied by liquidity and 

existing trading rules. O'Hara (1995) Market Micro Structure, namely "The study of the process 

and outcomes of exchanging assets under explicit trading rules." 

Price discovery discusses how prices are formed through buying and selling, which are 

finally agreed upon from bargaining efforts in the market and the formation of liquidity with 

existing trading rules. On the other hand, price formation occurs every time an order is placed 

on a transaction through a bargaining process to conduct stock price transactions in the banking 

sector on the Indonesia Stock Exchange (IDX). 

Harris (2004) explains that "Market Microstructure is the branch of financial economics 

that investigates trading and the organization of markets". The market microstructure is an 

important part of economics and finance that investigates stock trading and market 

organization. 

 

Price discovery can be obtained through the process of forming price liquidity, for that 

there are four dimensions of price liquidity. Wyss (2004) states that there are four aspects or 

dimensions of a liquid financial market, namely trading time, tightness, depth, and resilience. 

Trading time is the space of time between two transactions, both buying and selling 
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transactions. Tightness is the ability to buy or sell an asset at the same price at the same time 

or at the same price. Depth is the ability to buy or sell an asset in a certain amount without any 

effect on the price recorded in the market at any one time. Resiliency is the ability to buy or 

sell a certain amount of an asset with little effect on the recorded price. 

Furthermore, from a different perspective, market microstructure is seen as a branch of 

financial economics that investigates stock trading and market organization (Harris, 2004). 

Through the price discovery process there are several main things that can be used to conduct 

market investigations, including price volatility (or returns) where volatility finds the 

relationship between return volatility and trading volume that results in price performance with 

positive or negative returns in certain stock markets, (Chuang et al., 2012) and the relationship 

between volatility and trading volume is an asymmetric relationship (Sabbaghi, 2011). 

Volume provides additional information signals traders' information in the market 

microstructure literature, (Blume, Easley, & O'Hara, 1994; Bernardo & Judd, 1996; and 

Schneider, 2009). Lee and Swaminathan (2000) explain that trading volume is not highly 

correlated with market liquidity, but provides information about the specific characteristics of 

prices. Volume explains that the uncertainty is company specific and does not explain the level 

of liquidity. Transaction momentum is an important part of adjusting the transaction process at 

a price. 

Through momentum, price discovery processes and transaction methods can verify that 

all propositions amount and value transactions (Easley & O'Hara, 1992). On the other hand, 

the price discovery process and transaction method take into account the decision of transactors 

to make decisions based on liquidity, so that the resulting transactions are more efficient when 

prices have high liquidity and liquidity maximizes shareholder value (Jensen, 1986, 1988). The 

price discovery process is a method that takes into account returns including price valuation 

ratios, spreads (Campbell, 1987, Fama & French, 1988), and stock market volatility (Guo, 

2006; Goyal & Welch, 2008). In the application of technical indicators, strategies that are 
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widely used by traders and investors for investment portfolio management (Chincarini & Kim, 

2006). 

Based on the background of this study, this paper want to find out the important role of 

volatility, volume, frequency, momentum, foreign net buying on the process of finding stock 

prices in the banking sector listed on the Indonesia Stock Exchange (IDX). Thus, this 

dissertation is expected to gain novelty and the role of volatility, volume, frequency, 

momentum, foreign net buying on price discovery or Price Discovery for stock price 

performance in the banking sector listed on the Indonesia Stock Exchange. 

2.1. Theoretical review 

This paper will discuss part of the market microstructure, namely price discovery. In an 

effort to make optimal transactions, the bargaining conditions that exist at one time must meet 

high liquidity. So that it can represent a form of appreciation of market participants for a traded 

price. Liquidity is one of the most interesting parts to study. O'Hara (1995:215) states that 

liquidity is one component that provides important insight into market behavior and the 

interrelationships in it, and is considered a major player in market formation. 

Hameed and Terry (1998) found that a decrease in the share price fraction was able to 

increase trading volume, provided that the stock was actively traded. Gerace et al. (2012), stated 

that a decrease in the price fraction has an effect on increasing market liquidity and contributes 

to an increase in the minimum price in the financial market 

Bodie et al. (2011: 426), states that the liquidity of an asset is related to the ease and 

speed of selling at market prices. The liquidity of a stock is measured by several indicators, 

such as the number of shares outstanding, trading frequency, trading volume, price change, and 

spread (Wyss, 2004). 

Liquidity is the ability to make transactions on the spot at a price that is in accordance 

with supply and demand conditions (Bennemark and Chen, 2007). Wyss (2004) defines four 

aspects or dimensions of a liquid financial market, namely trading time, tightness, depth, and 
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resilience. Trading time is the space of time between two transactions, both buying and selling 

transactions. While tightness is the ability to buy or sell an asset at the same price at the same 

time or at the same price. 

Then, depth is the ability to buy or sell an asset in a certain amount without any effect 

on the price recorded in the market at a time. And resilience is the ability to buy or sell a certain 

amount of an asset with little effect on it recorded price. This information is explained in the 

following figure: 

Chart 2.1 

 

Sources : Bervas, 2006 

 

2.2. Price Discovery 

Stocks are one of the most sought after capital market instruments by investors, because 

they are able to provide an attractive rate of return. Shares are papers that clearly state the 

nominal value, company name, and are followed by rights and obligations that have been 

explained to each holder, Fahmi (2012:81). Meanwhile, according to Darmadji and Fakhruddin 

(2012: 5) stock is a sign of participation or ownership of a person or entity in a company or 

limited liability company. Shares are in the form of a piece of paper that explains that the owner 

of the paper is the owner of the company that issued the securities. Based on the understanding 

of the experts above, it can be concluded that shares are proof of ownership of a company in 



 7 

which the nominal value, company name, and rights and obligations are explained to each 

holder. 

The stock price is the closing price of the stock market during the observation period 

for each type of stock sampled and its movement is always observed by investors. One of the 

basic concepts in financial management is that the goal of financial management is to maximize 

the value of the company. For companies that have gone public, this goal can be achieved by 

maximizing the market value of the share price in question. Thus, decision making is always 

based on considerations of maximizing the wealth of shareholders. 

Sartono (2011: 192) states that stock prices are formed through the mechanism of supply 

and demand in the capital market. If a stock is in excess of demand, the stock price tends to 

rise. On the other hand, if there is an excess supply, the stock price tends to fall. According to 

Hartono (2013:157) the notion of share price is "the price of a share that occurs in the stock 

market at a certain time determined by market participants and determined by the demand and 

supply of the shares concerned in the capital market". According to Brigham and Houston 

(2011: 231) share price is the share price determines shareholder wealth. Maximizing 

shareholder wealth translates into maximizing the company's share price. The stock price at 

any given time will depend on the cash flows expected to be received in the future by the 

“average” investor if the investor buys the stock. Based on the understanding of the experts 

above, it can be concluded that the stock price is the price formed according to demand and 

supply in the stock trading market and is usually the closing price. 

 

Price dynamics on financial and investment instruments are formed dynamically, for that 

it is important for transaction actors to know the discovery process until the formation of the 

price of the instrument, where price is a vital component to achieve transaction goals with 

optimal results. used as a means to sell and buy financial and investment instruments, including 

the Indonesia Stock Exchange (IDX), with the main function of an exchange as a price 
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provider. Meanwhile, price discovery is a provider of price findings in order to create 

appreciation for buying and selling so as to encourage the level of liquidity. Therefore these 

functions are interrelated. The Indonesia Stock Exchange must provide a means that allows a 

fair and transparent price formation process so that the price that occurs is close to the accurate 

price value for trading. So without liquidity, the price discovery function is difficult to realize. 

Through price discovery and liquidity, the price discovery function of a financial and 

investment instrument will be better and can avoid manipulation or traded prices. 

Price discovery is the process of entering new information into the prices of assets traded 

in the market and determining the new equilibrium price (Pathak, Ranajee & Kumar, 2014). In 

the market microstructure literature, price discovery has been defined in such a way as, “the 

process of finding market clearing prices” (Madhavan, 2000). 

Price discovery is about the cointegrated adjustment of trading prices to shocks that cause 

deviations from the law of one price. In a well-functioning and efficient market, the price of an 

asset reflects its fundamental value. However, due to market imperfections such as transaction 

costs, information and regulatory asymmetry, new information will not be directly incorporated 

into prices, but only gradually. This is a price discovery process, which is of great interest not 

only in finance but also in economics in general (Karabiyik, Westerlund & Narayan, 2021). 

Price discovery can also be referred to as the process of discovery and price formation, 

where price discovery is a process of determining prices in a market through interactions 

between sellers and buyers. Through price discovery, the process of discovery and price 

formation, transaction actors can obtain better information and assessments so that they can 

participate in taking advantage of a transaction process on financial and investment 

instruments. Until finally price discovery can also be referred to as the process of discovery 

and price formation can be a representation of the price performance of a financial and 

investment instrument, among others, stock prices, commodity market prices, currency 

exchange rates, and other asset values. 



 9 

Price discovery can cause price changes or movements. Because price discovery reacts 

with reasons, among others, how to find and form a transaction price with a transaction fee that 

is quite low compared to other price performances. So this makes the condition of the price of 

financial instruments and investments as a market that gives an indication of what is happening 

in the market, It is also very helpful in forming better prices. 

From an economic perspective in general, if the volume of domestic trade increases, it is 

expected that price discovery and reference prices can be formed in the economic conditions 

of a country, especially in Indonesia, so that they can move the national economy. 

Price discovery is the process of determining the price of an asset from the interaction 

between buyers and sellers in the market until the formation of a price, while the reference 

price is the price level that becomes the benchmark. 

3.1. Methodology 

This peper uses a research design, namely research or quantitative research. Quantitative 

research philosophically uses data in the form of numbers, where the data is collected either 

from primary data or secondary data or tertiary data. Is a scientific research through a 

systematic process on the parts and phenomena of price discovery and their relationships. 

Quantitative research is used as a systematic investigation of the phenomenon of price 

discovery with data collection methods that are measured from volatility, volume, frequency, 

momentum, foreign net buying. 

The method used in this research is causality research. This method is done by collecting 

data, testing the data and getting the results of a causal relationship between the dependent 

variable (price discovery) which is influenced by the independent variables (volatility, volume, 

frequency, momentum and foreign net buying.). The data used in this study is secondary data 

obtained from banking sector companies on the Indonesia Stock Exchange (IDX). 

3.2. Model panel data 
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This research use Model data Panel to estimate relationship price discovery the dependent 

variable to some independent variable to determine volatility, volume, frequency, momentum, 

foreign net buying. This research also uses Indonesia banking stocks or external variable to become 

independent variable. Risk is used as moderating variable. Model Data Panel is appropriate for data 

small which short time series and small company as sample. Besides that, model data panel also show 

time and the cross-section as sample. Gujarati (2003), Wooldridge (2002), Greene (2008), Biorn (2017) 

and Sul (2019) stated model data panel is as follows: 

 

3.3. Pooled Data Model 

Pooled Data Model is model that data combine all together and the model is as follows: 

 Yi,t = 1 + 2 X2i,t + 3 X3i,t + i,t 

i = 1, 2, … , k ; t = 1, 2, … , n X’s are non-stochastic and 

E(μit) ~ N(0, σ2) 

 

a. Fixed Effect Model 

FEM is a model that μi and X’s are assumed correlated. 

Yi,t = 1i + 2 X1i,t + 3 X2i,t + i,t 

i = 1, 2, … , k ; t = 1, 2, … , n 

 

 

 

b. Random Effect Model (REM) 

REM is a model that εi and X’s are assumed uncorrelated. 

Yi,t = 1i + 2 X1i,t + 3 X2i,t + i,t 

1i = 1 +  i 

i = 1, 2, … , k  ; t = 1, 2, … , n 

μi is a random error with a mean value of zero and variance of σ 2. 
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Judge (1982), Wooldridge (2002), Biorn (2017) and Sul (2019) stated that how we choose FEM or 

REM as follows: 

• When T (number of time series data) is large and N (the number of cross- sectional units) is 

small, FEM may be preferable. 

• When N is large and T is small, if we strongly believe that the individual, or cross-sectional, 

units in our sample are not random drawings from a larger sample, FEM is appropriate. If the 

cross-sectional units in the sample are regarded as random drawings, the REM is appropriate. 

• When individual error component εi and one or more regressors are correlated, FEM is an 

unbiased estimator. 

• REM estimators are more efficient than FEM Estimators, when N is large and T is small and 

if the assumptions underlying REM hold. 

 

The panel data regression model of this study is : Yit =  + 1X1it + 2X2it + 3X3it + 4X4it + 

5X5it + it 

Description : 

Y = Price discovery 

 = Constant 

X1 = Volatility 

X2 = Volume 

X3 = Frequency 

X4 = Momentum 

X5 = Foreign Net Buying 

 = Koefisien regresi variabel independen 

t = Period -t 

i = Equity -i 

 = error
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4.1. Descriptive Statistical Analysis 

Descriptive statistics of research data are used to determine the characteristics of each 

variable of volatility (X1), volume (X2), frequency (X3), momentum (X4), foreign net buying 

(X5) and price discovery (Y). The data used in this dissertation are real data obtained from the 

Indonesia Stock Exchange. Descriptive statistics in the form of the average value of the data, 

and the standard deviation are presented in the following table 

Table. 4.1. Descriptive Statistical Analysis  

 

 
Price 

Discovery 
Volatility Volume Frequency Momentum Foreign 

Mean 6.848897 1.041793 0.961172 6.697103 6.859517 2.527517 

Median 6.680000 1.030000 0.970000 6.710000 6.690000 0.530000 

Maximum 9.230000 1.300000 1.000000 11.57000 9.270000 166.9300 

Minimum 4.140000 1.000000 0.770000 1.390000 4.060000 0.000000 

Std. Dev. 1.317341 0.036793 0.030743 2.240850 1.321881 14.07670 

Skewness -0.004817 3.221399 -2.525336 -0.245347 -0.017274 11.14002 

Kurtosis 2.096381 19.62639 13.35547 2.504412 2.101941 130.1650 

       

Jarque-Bera 4.933750 1920.926 802.0014 2.938586 4.879880 100698.5 

Probability 0.084850 0.000000 0.000000 0.230088 0.087166 0.000000 

       

Sum 993.0900 151.0600 139.3700 971.0800 994.6300 366.4900 

Sum Sq. Dev. 249.8956 0.194934 0.136101 723.0830 251.6211 28534.11 

       

Observations 145 145 145 145 145 145 

Source :  Eviews, 2022 

 

   The data used is data that has been transformed using natural logarithms (LN) because 

there are too large data such as data frequency, momentum and price discovery. 



 13 

 Based on table 4.2, the average value (mean) of price discovery is 6.85 with a minimum 

value of 4.14 and a maximum of 9.23 which occurred in the Bank Mega Tbk (MEGA) company 

in March 2022. The average value was 6.85 This is relatively high which indicates that the 

price discovery that occurs in the main board financial companies listed on the BEI is quite 

high. 

 The average value volatitly is 1.04 with a minimum value of 1.00 and a maximum of 1.30 

which occurs in the company PT. Bank Bumiputera Tbk (BCAP) in February 2022. The 

average value of 1.04 is relatively high which indicates that the volatility that occurs in banking 

sector companies listed on the BEI is high, PT. Bank Bumiputera Tbk (BCAP) is currently PT. 

Bank MNC international Tbk (doing business under the name MNC Bank) is a subsidiary of 

MNC Financial Services which is engaged in banking. 

 The average value of stock trading volume is 0.96 with a minimum value of 0.77 and a 

maximum of 1.00 which occurs in the company Bank Mestika Dharma Tbk. (BBMD) in 

January, April and May 2022. The average value of 0.96 is relatively high which indicates that 

the volume of stock trading that occurs in banking sector companies listed on the BEI is high. 

   The average value of the frequency volume is 6.697 with a minimum value of 1.39 and 

a maximum of 11.57 which occurs in the Bank Central Asia Tbk company. (BBCA) in May 

2022. The standard deviation value of 1407.67 is relatively high which indicates that the 

frequency that occurs in banking sector companies listed on the IDX is quite high which will 

result in investors getting capital gains. 

   The average value of momentum is 6.86 with a minimum value of 4.06 and a maximum 

of 9.27 which occurred in the company Bank Mega Tbk (MEGA) in March 2022. The average 

value of 6.86 is relatively high which indicates that the momentum that occurs in banking sector 

companies listed on the IDX is quite high. The value of this momentum causes the momentum 

of stock price movements to be more optimal. 
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 The average value of foreign net buying is 2.53 with a minimum value of 0.00 and a 

maximum of 166.93 which occurred in the company Bank Mayapada International Tbk 

(MAYA) in January 2022. The average value of 2.53 is relatively high which shows that the 

momentum that occurs in the banking sector companies listed on the IDX is stable. 

Casuality 

In accordance with the test, the writer of this dissertation uses a fixed effect because 

the sample (unit of analysis) is purposive sampling. Greene (2002), Gujarati, D.N. & D.C. 

Porter, (2008), Rao (2007) 

 

Table 4.2 Hausman Method Selection Results  

Variable Coefficient Std. Error t-Statistic Prob.   

          

C 5,046018 0,655837 7,694007 0 

VOLAT? -2,52052 0,307213 -8,20447 0 

VOLUM? -2,28871 0,353351 -6,47716 0 

MOMEN? 0,961877 0,011255 85,45847 0 

FREQ? 0,004567 0,001704 2,679557 0,0085 

FORGN? -3,44E-06 3,55E-05 -0,09681 0,9231 
Sumber: Olahan Eviews, 2022 

 

Based on table 4.2, the regression equation: 

PDit = 5,046it – 2,801it VOLAT – 2,772it VOLUMit + 0.991it MOMEN + 0,003it FREQ + 0,0000344 it FOREGN 

 

F  :  9846,64 

𝑅2        ∶  99,99 % 

 

This equation explains: 

a. The constant of 5.046 means that if X1 (volatility), X2 (volume), X3 (frequency), X4 

(momentum), X5 (foreign) the value is 0, then the value of Y (price discovery) is 5.046. 

b. The regression coefficient for the X1 variable (volatility) is -2.52052, meaning that for every 

(-8,204) (-6,48) (85,46) (2,68) (-0.0097) 
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increase in X1 by 1 unit, it will decrease Y (price discovery) by -2.52052 units, assuming the 

variables X2, X3, X4 and X5 have a fixed value. 

c. The regression coefficient for the X2 variable (volume) is -2.28871, meaning that for every 

increase in X2 by 1 unit, it will decrease Y (price discovery) by -2.28871 units, assuming the 

variables X1, X3, X4 and X5 have a fixed value. 

d. The regression coefficient for the X3 variable (frequency) is 0.004567, meaning that for 

every increase in X3 by 1 unit, it will increase Y (price discovery) by 0.004567 units, assuming 

the variables X1, X2, X4 and X5 are fixed. 

e. The regression coefficient for the X4 variable (momentum) is 0.961877, meaning that for 

every increase in X4 by 1 unit, it will increase Y (price discovery) by 0.961877 units, assuming 

the variables X1, X2, X3 and X5 are fixed. 

f. The regression coefficient for the X5 (foreign) variable is -00000344, meaning that for every 

1 unit decrease in X5, the Y (price discovery) will decrease by -00000344 units, assuming the 

variables X1, X2, X3 and X4 are fixed. 

 

4.2. Discussion  

 

Hypothesis 1 (Volatility) 

Based on the test using the fixed effects model, it can be seen that the volatility variable 

has a probability p-value of 0.000 < = 0.05 with a tstatistic value of -8.20447 which may have 

a significant negative effect between volatility on price discovery. Volatility is a condition to 

explain price fluctuations in conditions of strengthening or weakening in a transaction at a 

particular asset price, within a certain period of time. 

Hypothesis 2 (Volume) 

Based on the test results using the fixed effect model, it can be seen that the stock 

trading volume variable has a probability value of p-value 0.000 < = 0.05 with a tstatistic value 
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of -6.47716 which means that there is a significant negative effect between stock trading 

volume on price discovery. Trading volume or Trading Volume Activity (TVA) is a measuring 

tool used to see the transactions of investors in the capital market, both individuals and 

corporations, which are used as information to make decisions to find price findings from a 

range of available prices (Mardiyah and Najib 2005). 

 

Hypothesis 3 (Frequency) 

Based on the test results using the fixed effect model, it can be seen that the stock 

trading frequency variable has a probability value of p-value 0.004 < = 0.05 with a tstatistic 

value of 2.679557 which means that there is a significant positive effect between the frequency 

of stock trading on price discovery. Stock trading frequency is the number of stock trading 

transactions available in a stock price series during one trading day. Trading frequency 

describes the number of times an issuer's shares are traded among investors in the capital 

market during the trading session. The higher the trading frequency of a stock, the more 

actively the stock is traded. The frequency of shares can be calculated by the number of 

buying/selling transactions (Ang, 2010). The varying frequency will give the range of prices 

available to achieve the stock price discovery process. 

 

Hypotehsis 4 (Momentum) 

Based on the test results using the fixed effect model, it can be seen that the momentum 

variable has a probability p-value of 0.000 < = 0.05 with a tstatistic value of 85.45847 which 

means that there is a significant positive effect between momentum and price discovery. 

Momentum in general is a price condition with a rate of change that shows a positive value 

when a price increases and a negative value when a price declines, and vice versa, where 

Momentum is a level of change that shows negative results when a price decline occurs with a 



 17 

previous price increase. The momentum strategy is obtained based on the price performance 

of an asset, Jegadeesh and Titman (1993). Moscowitz, Ooi, and Pedersen (2012) show that the 

momentum strategy can be used in a series of time durations based on past performance of the 

process of buying and selling a stock price. 

 

Hypothesis 5 (Foreign Net Buy) 

Based on the test results using the fixed effect model, it can be seen that the foreign net 

buying variable has a probability value of p-value 0.698 > = 0.05 with a tstatistic value of -

0.009681 which means that there is no influence between foreign net buying on price 

discovery. Foreign net buying is the net transaction value transacted on the Indonesia Stock 

Exchange, where the value is obtained from the results of Foreign Buying minus Foreign 

Selling, from the results of this reduction, the net buying result will be obtained (the value of 

the purchase transaction is greater than the value of the net buying). selling made by foreign 

investors) or Net Selling (the selling transaction value is greater than the buying value made 

by foreign investors). In previous studies examining the background of the occurrence of short-

selling actions in global financial markets that occurred on the American stock exchange and 

the role of foreign investors outside the stock exchange in that country (Beber and Pagano, 

2013; Bris et al., 2007; Chang et al., 2007; Charoenrook and Daouk, 2005; Jain et al., 2013; 

Saffi and Sigurdsson, 2011, Blau et al., 2012). Therefore, the general characteristics of these 

short-selling transactions are carried out by foreign investors and the short-selling transaction 

strategy is generally used by foreign investors in markets in countries with developing stock 

market conditions. However, the development of this study explains that foreign buy and sell 

actions are influenced by high market volatility conditions, Bollen and Whaley (2004). 
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4.3. Impilications  

From the results of the research that has been carried out, some empirical evidence is 

obtained based on the research findings and some managerial implications can be 

recommended in accordance with the priorities that can be given as inputs that are expected to 

be useful for the management of banking sector companies on the IDX in accordance with the 

results of research based on the conclusions. the following implications can be given: 

1. Based on the results of the study, it is proven that volatility has a significant negative effect 

on price discovery, it is expected that the management of the main board banking sector 

companies listed on the IDX will monitor price volatility more periodically on the volatility 

performance of the banking sector, where there are banking stocks that have high volatility 

performance. higher and lower so as to find the ideal price for the performance of banking 

issuers on the main board on the Indonesia Stock Exchange. 

2. Based on the results of the study, it is proven that stock trading volume has a significant 

negative effect on price discovery, it is expected that the management of the main board 

banking sector companies listed on the IDX will further increase the volume of stock trading 

by monitoring the trading volume of stock prices periodically so that they can find ideal price. 

3. Based on the results of the study, it is proven that the frequency of stock trading has a 

significant positive effect on price discovery, for that it is expected that the management of the 

main board banking sector companies listed on the IDX will further increase the frequency of 

stock trading by monitoring the frequency of stock trading periodically so that they can find 

ideal price. 

4. Based on the results of the study, it is proven that momentum has a significant positive effect 

on price discovery, therefore it is hoped that the management of the main board banking sector 
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companies listed on the IDX will pay more attention to the momentum that occurs by 

monitoring the momentum periodically so that they can find the ideal price. 

5. Based on the results of the study, it is proven that foreign net buying has no effect on price 

discovery, for that it is expected that the management of the main board banking sector 

companies listed on the IDX will pay more attention to foreign net buying even though it has 

an insignificant effect. 

5.1. Conclusion 

Based on the research findings, it can be suggested several things that may be useful 

for the company in terms of the factors that affect price discovery as follows: 

1. Volatility has been proven to have a significant negative effect on price discovery in the 

main board banking sector companies listed on the IDX. For this reason, it is recommended 

that the main board banking sector companies can maintain volatility because high and low 

volatility can affect price discovery. Volatility is proven to have a significant negative 

effect on price discovery in the main board financial sector companies listed on the IDX. 

For this reason, it is recommended to conduct research when the performance of the 

banking sector is in the condition of the LQ45 composite index and examine the high and 

low volatility that can affect price discovery. 

2. Stock trading volume proved to have a significant negative effect on price discovery in 

the main board banking sector companies listed on the IDX. For this reason, it is 

recommended that the main board banking sector companies can maintain stock trading 

volume because the high and low stock trading volume can affect price discovery Stock 

trading volume has been proven to have a significant negative effect on price discovery in 

main board financial sector companies listed on the IDX. For this reason, it is recommended 
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to conduct research when Block trading occurs and examine the condition of stock trading 

volumes to be able to influence price discovery. 

3. The frequency of stock trading is proven to have a significant positive effect on price 

discovery in the main board banking sector companies listed on the IDX. For this reason, 

it is recommended that the main board banking sector companies can maintain the 

frequency of stock trading because the high and low frequency of stock trading can affect 

price discovery. The frequency of stock trading proved to have a significant positive effect 

on price discovery in the main board financial sector companies listed on the IDX. For this 

reason, it is recommended to conduct research at the time of the post-Initial Public Offering 

because the high and low frequency of stock trading can affect price discovery. 

4. Momentum is proven to have a significant positive effect on price discovery in the main 

board banking sector companies listed on the IDX. For this reason, it is recommended that 

the main board banking sector companies pay more attention to momentum because the 

high and low momentum can affect price discovery. Momentum is proven to have a 

significant positive effect on price discovery in the main board financial sector companies 

listed on the IDX. For this reason, it is recommended that trading halt momentum research 

can affect price discovery. 

5. Foreign net buying proved to have no effect on price discovery in the main board banking 

sector companies listed on the IDX. For this reason, it is recommended that the main board 

banking sector companies pay more attention to foreign net buying in order to influence 

price discovery. Foreign net buying proved to have no effect on price discovery in the main 

board financial sector companies listed on the IDX. For this reason, it is recommended to 

conduct post-corporate action research, because foreign net buys can affect price discovery. 
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6. For other researchers, it is hoped that they can add several other variables that can affect 

price discovery and expand the object of research so that further research results are more 

optimal. 

 


