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ABSTRACT

THE EFFECT OF AUDITOR SWITCHING ON MARKET REACTION

Emelia Mega Veronica Siagian
Sekolah Tinggi Ilmu Ekonomi STIE Perbanas Surabaya

pohansiagian@yahoo.com

This study discusses about testing the market reaction on stocks that
perform the displacement of public accounting firms in the Indonesia Stock
Exchange. This study was performed an 10 samples of companies that have
listings on the stock and tested over a three year period in the year 2010 to the
year 2014. The purpose of this study was to identify the market reaction around
the announcement date of auditor switching, which saw the average abnormal
return and cumulative average abnormal return.

The test is performed by calculating α and β in the 10 sample companies
listed on the stock exchanges of Indonesia to prior purposive sampling using α t-
test on the average of 7 days before and 7 days after the announcement date of
auditor switching with a significance level of 5 %.

In general, this study showed that there was no market reaction indicated
the average abnormal return on a company that announced of auditor switching.
This is evident after 14 days of testing during the test periode, only one time a
market reaction that is on the 2nd day after the announcement date of auditor
switching. While the views from the accumulative average abnormal return during
the 14 day test periode, the market doesn’t reacted around the announcement date
of auditor switching.

Keywords: Auditor Switching, Abnormal Returns, The Market Reaction.
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