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This study provides a novel viewpoint by clarifying the
effect of the COVID-19 news on the fluctuations of the
Islamic capital market in the ASEAN Region. It aims to
explore the effect of news related to the COVID-19
pandemic on the movement of the Islamic stock index in
ASEAN-3 countries (Indonesia, Malaysia, Thailand). This
research examined five news-related indices: panic emotion
index, media hype index, sentiment index, fake news index,
and contagion index. To test the hypothesis, the research
employed long-term daily secondary data covering one year
during the COVID-19 pandemic. A total of 1086 data were
analyzed using the panel regression method through
EViews 9. The findings indicated that news media and the
resulting sentiment have the potential to negatively affect
the Islamic stock index movement through the panic and
media hype index. The excitement and panic caused by the
online news media negatively affected the movement of
Islamic stock prices in the three ASEAN Islamic stock
indexes. In contrast, fake news and contagion index were
found to have no significant effect on the stock index
movement.

This is an open access article under CC-BY-NC 4.0 license.

Introduction

Efforts to stem the spread of the pandemic, including quarantines and mobility
restrictions (lockdown), have slowed the global economy. Mass production declines
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caused by disrupted global supply chains and declining aggregate demand continue to
hamper investment and cause a gradual loss of profit and consumer confidence (Salisu &
Vo, 2020). Aggregate stock prices have been at record lows, and commodity prices have
fallen sharply due to the COVID-19 pandemic (OECD, 2020). The capital market is one of
the sectors disrupted by the COVID-19 pandemic. It made stock markets worldwide suffer
heavy losses in the first three months of 2020. The Bloomberg report said that global stock
market volatility was disrupted mainly due to the spread of this virus. The developments
of Several Global Sharia Stock Indices are illustrated in Figure 1 (SEVIE, 2021). For
example, on March 18, 2020, during the initial stages of the COVID-19 outbreak, the S&P
500 Shariah index declined by 27%, Japan's Nikkei plummeted by 29%, and Germany's
DAX dropped by 38% (Cepoi, 2020).
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Figure 1. Developments of Several Global Sharia Stock Indices

The factors that influence the price movement of the joint stock can be categorized
into two major groups: internal and external. The proportion of debt, dividends, and
company profitability are internal factors that significantly affect return volatility and
stock prices. Meanwhile, macroeconomic policies, social conditions, public information,
and political conditions of a country are external elements that affect the stock market
(Purwaningsih & Sulistiyani, 2020). The COVID-19 pandemic, with its wvarious
consequences, has emerged as an external factor that has caused investors anxiety to
investors about the future of the business world, particularly with the companies they
have invested in. It has resulted in an abnormal market response and has affected the stock
prices' volatility, ultimately influencing the overall market performance.

The reason behind this study is the need to address a research gap in understanding
the resilience of the Islamic stock market during the global financial crisis. The
fundamental distinction between the structure of Islamic stocks and that of the
conventional stock market lies in their principles. Sharia-based equity portfolios are
founded on tangible economic activities, resulting in comparatively less risky stocks (Raza
et al., 2016), more stable and shielded from volatility (Erdogan et al., 2020; Paltrinieri et al.,
2019). Previous studies have examined the impact of COVID-19 on the performance and
movement of conventional capital markets in various business sectors worldwide,
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including Indonesia (Dilla et al., 2020; Haroon & Rizvi, 2020; Sadiq et al., 2021). However,
few studies have attempted to observe the response of the Islamic stock market to the
COVID-19 pandemic (Ashraf et al., 2016). This research offers a new perspective by
elucidating the issue of how the COVID-19 pandemic affects the movement and turmoil of
the Islamic capital market worldwide, especially in the ASEAN Region.

Furthermore, this study focuses on the effect of media attention and sentiment on the
COVID-19 news on the movement of Sharia stock indexes in the three ASEAN countries.
An increasing number of empirical and theoretical studies aim to understand whether
economic or political news is the driving force behind price movements and return rates in
financial markets (Shi & Ho, 2021). This topic remains a subject of scientific discourse
among academics and researchers. Previous research revealed that the news media plays a
vital role in influencing the stock market’s performance. Narayan and Narayan (2017)
have proven that it is not only oil prices that significantly affect stock prices and returns.
The news related to them can also affect investor behaviour and stock returns.

Furthermore, Ederington and Lee (1993) have observed that most of the volatility in
financial markets is regularly affected by the announcement of published macroeconomic
information. This finding is supported by Barberis et al. (1998), who found an overreaction
in the financial market due to a consistent reporting pattern on macroeconomic indicators.
In general, media coverage cannot be ignored when predicting movements in economic or
financial variables, including the stock market.

In the context of the COVID-19 pandemic, information from the media influences the
dynamics of the stock market, especially during economic or political uncertainty like
today. Media reporting tends to highlight extraordinary events with far-reaching impacts,
such as the COVID-19 pandemic, which has caused global panic (Young et al., 2013). News
related to infectious diseases can be a potent signal affecting investor sentiment. News
coverage will attract investors” attention, and this attention is positively correlated with
stock price movements (Solomon et al., 2014; Young et al., 2013).

It will be more intriguing to investigate the resilience of Sharia stocks in the ASEAN
region to media attention and sentiment on COVID-19 news, given the extensive research
on how external factors like macroeconomic conditions influence conventional and Islamic
stock indices. The study explores how media coverage and resulting sentiment affect the
movement of the Islamic stock index in the ASEAN-3 countries since data on media
attention and news sentiment indicators have become available. Live updated data from
RavenPack was used to identify which factors contribute to price shocks in the Islamic
stock market. Many researchers use important indicators of media coverage provided by
RavenPack concerning the COVID-19 pandemic. RavenPack provides essential data on
media attention indices through the news and sentiment generated by the COVID-19
issue. This news index is made as daily data and is updated every day.

There are five critical elements to be explored in this study: the level of panic, the
level of fake news, the level of media excitement, the level of media sentiment, and the
level of information on pandemic transmission determine whether they significantly affect
the movement of Islamic stock prices in three ASEAN countries (Indonesia, Malaysia, and
Thailand). This study will be one of the first to combine two emerging and interesting
issues. Specifically, the study aims to investigate whether media attention and the
sentiment it creates can impact the Sharia stock index in the ASEAN region, focusing on
Indonesia, Malaysia, and Thailand.
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Hypothesis Development

Many academics have researched the effect of the COVID-19 pandemic on economic
performance, both in micro and macro contexts in Indonesia. Economic growth,
unemployment, poverty, labour welfare, employment, capital market, banking
performance, and a country’s international trade performance are some macro issues
widely associated with the COVID-19 pandemic (Geda, 2020; Ludvigson et al., 2020). As
for the micro context, sales, and financial performance of companies, shifts in consumption
patterns, market behaviour, investor behaviour, and changes in marketing strategies are
issues that are often associated with COVID-19 (Andrei & Hasler, 2014; Rashid et al., 2014;
Zargar & Kumar, 2021). This study focuses on the effect of COVID-19 news on the capital
market.

Studies have examined the effect of the COVID-19 pandemic on conventional and
Islamic capital markets, taking into account indicators such as daily cases, death rates, cure
rates, and vaccination rates. For example, Baig et al. (2021) analyzed the effect of these
indicators on liquidity and volatility in the United States capital market. Daily cases and
deaths increased liquidity and volatility, while mobility restrictions and negative
sentiment regarding COVID-19 news worsened liquidity and stability.

The researchers also observed how the media contributed to the news they
produced. The media plays an essential role in influencing the sentiment and behaviour of
investors in the capital market. It used effects caused by pandemic reporting that began to
emerge last year. For example, Zhang et al. (2022) have examined how the impact of media
attention and media exposure through the news of COVID-19 on the volatility of world
gold, bitcoin, and crude oil prices in the short and long term. Media attention and the
sentiment triggered by the COVID-19 news affect short-term and long-term volatility and
returns in global gold, bitcoin, and crude oil markets, especially for news sentiment.

Ormos (2011), Tetlock (2007), and Zhang et al. (2022) have observed how investor
sentiment and the effect of media coverage on the macroeconomic conditions of a country
and specific information related to the condition of a company on the volatility of the stock
market in the world. Tetlock (2007), in his research, measures the interaction between the
media and the stock market quantitatively using daily content from the famous Wall Street
Journal column. He found that high media pessimism pushed down market share prices,
followed by a breakdown in fundamental conditions. This research also shows that
unusually high pessimism will increase market trading volume.

Cepoi (2020) explained that the panic and excitement in the media coverage of
COVID-19 and the resulting sentiment significantly negatively affected stock returns. This
study is supported by several other studies from Shi & Ho (2021) and TAN (2021a), which
obtained the same findings. Several other studies also explain that the fake news and
contagion indexes significantly affect stock price movements and abnormal returns
(Biktimirov et al., 2021; Huynh et al., 2021). Based on the explanation above, the following
are research hypotheses that must be proven in this study:

H1: The Panic Index, which measures the level of panic caused by media coverage of COVID-19,
negatively affects the movement of Sharia stock indices.

H2: Media Hype Index, which is the excitement created by media coverage of COVID-19,
negatively affects the movement of Sharia stock indices.
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H3: Sentiment Index on COVID-19 has a positive effect on the movement of Sharia stock indices.
H4: Fake News Index, which is the level of fake news related to COVID-19, negatively affects the
movement of Sharia stock indices.
H5: Contagion Index, which is the information on the level of transmission of COVID-19,
negatively affects the movement of Sharia stock indices.
Figure 2 illustrates the hypotheses of this study:

PANIC INDEX
Hi
MEDIA HYPE INDEX H:
Hs
SENTIMENT INDEX ISLAMIC STOCK INDEX
Ha
FAKE NEWS INDEX
Hs

CONTAGION INDEX

Figure 2. Research Conceptual Model
Method

This quantitative study employed an explanatory approach to provide evidence
supporting an explanation of scientific and social phenomena using questionnaires,
random sampling, interviews, group discussions, and other statistical procedures
(Heppner et al., 2008). The hypothesis testing with causality design was used to find the
relationships between the observed variables and the implications behind them (Kothari,
2004). The research problem is answered by observing a sample of the population and
analyzing it using a numerical approach through the help of statistical analysis tools,
which are then discussed and presented with a causal system so that readers know the
relationship found in each variable to the dependent variable.

The population of this study is all ASEAN member countries with the Sharia stock
index. The sampling method used in this study is a non-probability purposive sampling
method in which the researcher sets a criterion for selecting the research sample. There are
two criteria set for choosing which Islamic stock index to be the research sample. Firstly,
the selected country must have an active Sharia stock index that provides open index data
during the research period from February 3, 2020, to January 29, 2021. Secondly, countries
with Sharia stock indexes must also have data on essential elements of media attention
and sentiment on COVID-19 news provided by RavenPack.

Indonesia, Malaysia, Singapore, and Thailand are the four countries that meet the
criteria above. These countries have Islamic stock indexes that provide open index data
and data on essential elements of media attention and sentiment on COVID-19 news by
RavenPack. From these countries, we selected three Sharia stock indices as samples,
namely the Financial Times Stock Exchange (FTSE) SET Shariah Index in Thailand, the
Financial Times Stock Exchange (FTSE) Malaysia EMAS Shariah Index in Malaysia, and
the Indonesia Sharia Stock Index (ISSI).

The study observes 362 daily periods, the total time series data. Therefore, the total
data observed in this study is 1086 (cross-section data * time series data), which was
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analyzed using panel regression. This study used secondary quantitative data from
RavenPack, which amounted to 1086 data. This number is from the three observed
ASEAN countries during the 362-day study period. The data was collected through
documentation. Researchers gathered Sharia stock index data in the three countries and
essential elements of media attention and news sentiment to meet the target sample size.

We followed the research from Cepoi (2020), Huynh et al. (2021), Shi & Ho (2021),
and TAN (2021a) to use the COVID-19 news-related variables from Ravenpack. This
software offers real-time media analytics, investigating announcements highlighting
critical concerns associated with the Coronavirus pandemic. There are five observed media
indicators and one dependent variable in this research, which are:

Table 1. List of Variables and Their Description

Variables Source and Description

. A statistical metric reflecting the total price movement of a group
Islamic Stock Index . e .
of Islamic shares chosen based on specific criteria and techniques

M t (ISS
ovement (ISS) and examined regularly. Source: Yahoo Finance and Bloomberg

It tracks the news coverage that mentions fear or hysteria and

Panic Index (PI) coronavirus. The values range from O.to 100. The higlr}er the index
value, the more media allusions to panic. Source:
www.ravenpack.com

Media Hype Index It Calcul.ates the proportion of news stories that mention the novel

(MHI) coronavirus. The values range from 0 to 100. Source:

www.ravenpack.com

It assesses the amount of emotion against all entities mentioned in
the news in addition to the coronavirus. The index goes from -100
(most negative) to 100 (most positive), with 0 representing a
neutral attitude. Source: www.ravenpack.com

Sentiment Index (SI)

Along with COVID-19, it evaluates the degree of media discourse
about the novel virus that refers to disinformation or fake news.
Values range from 0 - 100, with a value of 2.00 indicating that false
information and COVID-19 are mentioned in 2% of all news
worldwide. Source: www.ravenpack.com

Fake News Index
(FNI)

It computes the proportion of all entities (places, businesses, etc.)
Contagion Index (CI)  mentioned in the media in conjunction with COVID-19. The values
range from 0 to 100. Source: www.ravenpack.com

The data analysis technique used in this study was panel data regression, which
combines cross-sectional and time-series (pooling) data types. It produces more diverse
data with greater degrees of freedom, is more informative, has lower collinearity levels,
and is more efficient. The EViews 9 was used to run this analysis technique. Baltagi (2005)
dan Hsiao (2010) explain three steps in panel data regression analysis: classical assumption
test, model estimation test, and hypothesis testing.

Because panel data regression is an expanded version of linear regression, the
classical assumption test is an absolute requirement. The assumptions that must be met in
the classic panel regression assumption test depend on the selected estimator model.
When CEM (Common-Effect Model) is selected, all classical assumption tests (normality,
autocorrelation, multicollinearity, and heteroscedasticity) must be fulfilled. The FEM
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(Fixed-Effect Model) requires only multicollinearity and heteroscedasticity assumption
tests. The multicollinearity assumption must be fulfilled if the REM (Random-Effect
Model) is chosen. This estimator model is immune to heteroscedasticity issues (Ekananda,
2018; Sitorus & Yuliana, 2018). The equations for the panel data regression model in this
study are as follows:

Yiit = o+ PuXuit + B2Xoit + BaXsit + BaXait + BsXsit + it @)
Y : Islamic Stock Index Movement (ISS)
X : Panic Index (PI)

Xz Media Hype Index (MHI)
X3 : Fake News Index (FNI)
X4 : Sentiment Index (SI)

Xs : Contagion Index (CI)

it : Error

Bo : Constanta

: Line Coefficient
12345
I : Country
; : Days (Period)
Result

After adjusting the results, the number of observed data in EViews 9 was 726 out of
the 1,086 collected in this study. However, since the Islamic stock index of each country
does not provide data on weekends and national holidays, the variable measuring its
movement had missing values. Therefore, EViews 9 software automatically adjusted the
amount of data through the unstructured balanced panel process during panel regression

analysis.
Table 2. Results of Descriptive Statistical Analysis
ISS PI MHI FNI SI CI

Mean 4547.202 2.259544 53.14727  1.402218 -8.312094  4.071966
Median 1056.365 1.997498 52.35500  0.710000 -7.490000  4.096509
Maximum 13646.60 5.876223 90.23000  42.35000  46.28000  4.569025
Minimum 115.9500 0.979796 15.75000  0.000000 -56.41000  2.995732
Std. Dev. 5575.646 0.891653 13.03971  2.776231  14.28224  0.230334
Skewness 0.714676 1.573986 0.031448  7.553628 -0.163039 -0.791893
Kurtosis 1.580337 5.640365 2.765084  84.25682  3.263898  4.096958
Jarque-Bera 122.7693 510.6579 1.789029  206634.7 5.323063  112.2787
Probability 0.000000 0.000000 0.408806 ~ 0.000000  0.069841  0.000000
Sum 3301268. 1640.429 38584.92  1018.010 -6034.580  2956.247
Sum Sq. Dev. 2.25E+10 576.4075 123274.7 ~ 5587.908  147887.2  38.46399
Observations 726 726 726 726 726 726

The probability value of the Jarque-Bera test, which is less than 0.05, indicates that
the entire data set is not normally distributed. However, even though the data series in
this study were not normally distributed, the data analysis process using panel regression
could still be carried out. Panel data regression does not require the assumption of
normally distributed data because this technique involves a large number of sample data
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(1086) which makes this regression technique immune to normality assumptions
(Ekananda, 2018; Ghozali, 2018; Gujarati & Porter, 2009).

Unlike the linear version, only two classical assumptions must be met in panel data
regression, namely the assumption of multicollinearity and heteroscedasticity (Baltagi,
2005); Wooldridge, 2001). The Glejser test was chosen to test the assumption of
heteroscedasticity. The collinearity test shows an assumption of multicollinearity among
the independent variables. It aims to ensure that the R-square and error estimation values
are generated accurately without any bias caused by strong correlations between variables
or cross-sectional samples. In addition, because this study uses more than one
independent variable, the assumption of multicollinearity must still be tested to ensure
that none of the variables is correlated with a degree of significance that is too high (above
0.80) (Ekananda, 2018; Hsiao, 2010; Sitorus & Yuliana, 2018).

Table 3. Glejser Test Result

Variable Coefficient Std. Error t-Statistic Prob.

C 77.68292 280.9951 0.276457 0.7823
PI 28.16878 19.15812 1.470331 0.1419
MHI 0.911805 1.447631 0.629860 0.5290
FNI 8.105535 5.494303 1.475262 0.1406
SI 0.209133 1.089486 0.191956 0.8478
CI -15.56710 74.88621 -0.207877 0.8354
R-squared 0.010697 Mean dependent var 136.0301
Adjusted R-squared 0.003827 SD dependent var 400.6384
SE of regression 399.8711 Akaike info criterion 14.82839
Sum squared resid 1.15E+08 Schwarz criterion 14.86631
Log-likelihood -5376.706 Hannan-Quinn criteria. 14.84302
F-statistic 1.557010 Durbin-Watson stat 1.718471
Prob(F-statistic) 0.170006

The heteroscedasticity assumption test was used to see whether the variance
between the residuals of one independent variable and another in observation differs.
Table 3 describes that each independent variable has a probability value of more than 0.05
(more than the critical value of 0.05). The insignificant value of the probability value in the
Glejser test indicates that there is no assumption of heteroscedasticity among the
individual cross-sectional samples.

The next classic assumption that must be passed is the multicollinearity test. This test
shows whether there was a high correlation between the independent variables. There has
been multicollinearity if there is a correlation value between independent variables of 0.8
or more. The table above shows that the highest correlation value between variables is
0.487661 (MHI to CI). So, it can be concluded that this research data has no
multicollinearity problem. Given the two most critical classical assumptions in panel data
regression analysis have passed the test, it concluded that the data set in this study is free
from classical assumptions, particularly multicollinearity and heteroscedasticity.
Therefore, the data analysis process can be continued to the model estimation test process
and hypothesis testing.
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Table 4. Multicollinearity Assumption Test Results

PI MHI FNI SI CI
PI 1.000000 0.407813 0.176568 -0.241080 0.076467
MHI 0.407813 1.000000 0.190510 -0.130909 0.487661
FNI 0.176568 0.190510 1.000000 -0.056945 0.073280
SI -0.241080 -0.130909 -0.056945 1.000000 -0.061413
CI 0.076467 0.487661 0.073280 -0.061413 1.000000

The model estimation test was used to estimate the parameters of the best panel data
regression model among the three options: the common effect model, the fixed-effect
model, and the random effect model. Three tests must be carried out in selecting the
model: the Chow test, the Hausman test, and the Lagrange Multiplier (LM) test. The Chow
test determines which model is the best between CEM and FEM. The table below shows
the Chow test results where the Chi-square Cross-section’s probability value is 0.0000
(<0.05). The probability value smaller than the error threshold (0.05) indicates that the FEM
model is better used as an estimator model in this study than the CEM model. If the Chow
test produces a significant Chi-square value and chooses the FEM model, then the process
is continued with the Hausman test.

Table 5. Chow Test Result

Effects Test Statistic d.f. Prob.
Cross-section F 20583.233613 (2,718) 0.0000
Cross-section Chi-square 2952.061750 2 0.0000

The Hausman test was conducted to determine which estimator model is better
between FEM and REM. Table 6 shows the Hausman test results. The Chi-square
probability value of the Hausman test is 0.0000 (<0.05), which means that the best method
that should be used as a model estimator is FEM rather than REM. Since the Hausman test
shows that FEM has been chosen and is better than REM, the Lagrange Multiplier test is
unnecessary. From the explanation of the model estimation test process above, we can
conclude that FEM is the best estimator model for CEM and REM. After the model
estimation test is carried out, the following is to test the hypothesis.

Table 6. Hausman Test Result

Coefficient
(b) FEM (B) REM (b-B) Difference Sqrt (diag (V b-V_B)) S.E.
PI -80.43266 -184.1796 103.7469 6.179621
MHI -11.74183 -135.7001 123.9583 4.781899
FNI 2.165822 -13.5808 15.74662 .9052699
SI 10.38096 .8723188 9.508641 4841272
CI -71.3824 8098.56 -8169.942 318.9421

b= consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
Chi2 (2) = {b-B) “ [ {V_b-V_B)*(-1)] {b-B}
=669.52
Prob>chi2 = 0.0000
(V_b-V_B is not positive definite)
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The probability value, smaller than the error threshold (0.05), indicates that the
hypothesis is accepted. It means the FEM model is better used as an estimator model in
this study than the CEM model. If the Chow test produces a significant Chi-square value
and chooses the FEM model, then the test was continued with the Hausman test.

Table 7. Fixed-Effect Model as the Selected Estimator Model

Variable Coefficient  Std. Error t-Statistic Prob.

C 5726.906 482.8369 11.86095 0.0000
PI -80.43275 29.17639 -2.756775 0.0060
MHI -11.74182 2.435973 -4.820179 0.0000
FNI 2.165818 8.360406 0.259057 0.7957
SI 10.38095 1.661080 6.249516 0.0000
CI -71.38227 133.3163 -0.535435 0.5925

Effects Specification
Cross-section fixed (dummy variables)

R-squared 0.988213 Mean dependent var 4547.202
Adjusted R-squared 0.988098 SD dependent var 5575.646
SE of regression 608.2848 Akaike info criterion 15.67012
Sum squared resid 2.66E+08 Schwarz criterion 15.72067
Log-likelihood -5680.254 Hannan-Quinn criteria. 15.68963
F-statistic 8599.376 Durbin-Watson stat 0.107918
Prob(F-statistic) 0.000000

Three hypothesis tests were carried out in panel data regression analysis. The three
tests are the coefficient of determination test, F test (simultaneous test), and t-test (partial
test). Table 7 shows that the R-square value of the Fixed-Effect Model is 0.988213. This
value indicates that the independent variables (PI, MHI, FI, SI, and CI) in this study
contributed to influencing the movement of the Islamic stock index by 98.82%, and the rest
was affected by other variables outside of this research model.

Table 5 shows that the probability value of the F test is 0.0000, which is smaller than
the error value (0.05). This means that HO is rejected, and it indicates that the panic index
(PI), the media hype index (MHI), the level of fake news index (FNI), the level of sentiment
index to the news of COVID-19 (SI), and the level contagion index (CI) together
significantly affect the movement of the Islamic stock index (ISS).

The last step was the essential process to answer the hypothesis built in this study:
the t-test (partial test). Table 7 shows the results of the t-test for each independent variable.
From the five essential indicators of the effect of media attention on the COVID-19 issue,
the variable of the Panic Index has a coefficient value of -80.43275 and a t-test probability
value of 0.0000, which is smaller than an error value of 0.05. It indicates that the panic
index significantly negatively affects the Islamic stock index movements.

The variable of the Media Hype Index has a coefficient value of -11.14782 and a
significant probability value of 0.0000, which is smaller than the error threshold (0.05). This
value means that the level of media excitement, as proxied by the media hype index
variable, has a significant negative effect on the movement of the Islamic stock index.

The results of a significant relationship were also found in the variable level of
public sentiment towards the COVID-19 news as proxied by the sentiment index. The
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coefficient value of the variable of the sentiment index is 10.93805, and the t-test
probability value is 0.0000, which is smaller than the error limit value (0.05). The sentiment
index positively affects the Islamic stock index movement.

On the other hand, as proxied by the fake news index, the variable level of fake news
in the media was proven to have no significant effect on the Sharia stock index movements
in the three ASEAN countries. The t-test probability values and the regression coefficient
values for this variable are 0.7957 (>0.05) and 2.1658, respectively. The same is true for the
contagion index variable.

PANIC INDEX
'@qq‘?
4 >
MEDIA HYPE INDEX * %4z, "6‘*%
%0, 0.
-0000} 006‘0
10.38095** (P=0.0000
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Figure 3. Summary of Hypothesis Test Results

Discussion

The results of this study have strengthened the previously built theory regarding the
magnitude of media coverage’s role in influencing people’s behaviour and mindset
individually and globally (Potter, 2017; Qader & Bin Zainuddin, 2011; Yoriik, 2012). The
media can negatively or positively affect people’s mindsets and behaviour, depending on
the content delivered. Associated with the COVID-19 pandemic, events that occur
worldwide and cause world health and economic crisis have always been the primary
attention of the media (Solomon et al., 2014; Young et al., 2013). Given that the global
community immediately consumes news related to such issues, companies operating in
the media industry tend to view this as a promising source of profit.

This study found that the level of panic in the news media significantly negatively
affected the performance of the Islamic capital market in the three ASEAN countries. The
bigger the media panic index, the more the Islamic stock index will be corrected
negatively. From a psychological point of view, media coverage of traumatic events,
particularly disasters, raises anxiety levels, including news about the COVID-19 pandemic
(Collimore et al., 2008). News mediates how the media influences investors’” feelings. The
fear and anxiety created by the media are the primary considerations for investors in
assessing risk. Investors can consider uncontrolled health and economic crises such as
COVID-19 a considerable risk because they create fear, pessimism, and unrest in the global
community. Hence, investors tend to avoid the risks posed in the capital market during
the pandemic by releasing their shares. Conditions make the stock price decline in the
market.
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This study shows that the news media’s excitement about the COVID-19 pandemic,
as proxied by the Media Hype Index, has a significant negative effect on the movement of
the Islamic stock index. The greater the index value of the media frenzy regarding the
COVID-19 issue, the more the Sharia stock index is corrected (down). This study supports
previous studies from Tan (2021a;2021b) and Zargar and Kumar (2021), who found that
the Media Hype Index on COVID-19 significantly negatively affected returns and stock
prices both individually and collectively in the stock market. Conversely, this study
presents contrasting findings to those of Rakshit and Neog (2021), who concluded that
media frenzy about an incident positively affects stock market performance. This research
shows that both the conventional and Islamic stock markets are significantly affected by
the hype in media coverage of the pandemic issue. The characteristics of Islamic stocks
with substantial underlying assets based on actual economic activity have nothing to do
with the media effects caused by the news of the COVID-19 pandemic. Not only is the
stock market affected by this variable, but research from Zhang et al. (2021) shows that the
level of hype in the media about COVID-19 has also affected the global gold, bitcoin, and
crude oil markets.

One aspect that is directly affected by media coverage is investor sentiment and
behaviour in the capital market (Blitz et al., 2020; Haroon & Rizvi, 2020; Jiao & Walther,
2016; Potter, 2017; Qader & Bin Zainuddin, 2011; Slater & Rasinski, 2005; Strycharz et al,,
2018; Yoriik, 2012). This research has supported previous research such as Cepoi (2020)
and Tan (2021b), which explained that public sentiment, especially investors, to the news
of the COVID-19 pandemic negatively affected price movements and stock returns in the
capital market. On the contrary, this study has findings contrary to Haroon and Rizvi
(2020). Their research uncovered a significant positive relationship between panic in
COVID-19-related news media and price volatility and stock returns of various industries
within the United States capital market. Moreover, this study has also strengthened the
results of previous studies (Biktimirov et al., 2021; Huynh et al., 2021; Rashid et al., 2014;
Shi & Ho, 2021) that the returns and prices of conventional and sharia shares, whether
viewed individually or together, were affected by public sentiment towards news of the
COVID-19 pandemic. Interestingly, while the average annual and mode values of the
public sentiment index for COVID-19-related news were negative in this study, it had a
significant positive effect on the performance of the Islamic capital market in the three
ASEAN countries. This study found that the level of public sentiment towards the news of
COVID-19 positively affected the movement of the Islamic stock index in the three ASEAN
countries.

However, the fake news index and the contagion index were not found to affect the
price movements of Islamic shares. This study also supports previous research stating that
the critical elements of media effects that have a significant effect on Islamic capital
markets in the three ASEAN countries are the panic index, media hype index, and
sentiment index variables (Cepoi, 2020; Shi & Ho, 2021; TAN, 2021a). Although the fake
news index has no significant effect on the Sharia stock index’s movement, Indonesia has
the highest fake news index, sentiment index, and panic index compared to the other two
ASEAN countries in this study. This finding shows that the government must move to
tackle fake news, especially on social media.

ASEAN must foster a news media climate to calm investor sentiment in the stock
market and other investment sectors. Technical factors are important for investors in
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countries with Islamic stock exchanges, such as Malaysia and Indonesia. Meanwhile,
fundamental analysis is preferred because there are fewer stock options to perform
technical maneuvers in countries with small Islamic capital markets. The COVID-19
pandemic poses a risk to investors because it affects the performance of businesses where
they own stock. The generated media interest and sentiment can transform into rumours,
influencing trading volume and investors' technical analysis.

The findings have practical and theoretical implications for the Islamic capital
market and the news media business. The Republic of Indonesia's Ministry of
Communication and Informatics must sustain media activities. It attracts investors by
controlling the broadcasting of media businesses in Indonesia via an appeal. When
reporting a natural disaster, the positive narrative style of news does not cause panic, as it
did in Japan. The government is expected to control the media industry by providing
information to the public regarding COVID-19 news so that investors can consider any
information in investing. Investors can use this research to make more informed decisions
about consuming information from the news media to avoid panic mode that may harm
the stock price index. As a community or association, ASEAN should prioritize
cooperation and strengthening the media sector. It can be achieved through regional-level
agreements or conventions that establish principles and rules for disaster reporting,
creating a conducive reporting climate.

This study may have limitations, as the variables have not been used as control
variables. It is important to include them to ensure the data analysis results are unbiased.
Future research could incorporate significant variables related to fundamental and
technical factors that may affect the movement of the Islamic stock index in the ASEAN
region and beyond.

Conclusion

Media coverage has a significant effect on a country's stock price movements.
Depending on specific conditions, news related to COVID-19 can be perceived as positive
or negative for the stock market. The panic caused by media coverage significantly
negatively affects the Islamic stock index's movement in the three ASEAN countries
studied, as indicated by the Sharia stock index's trend. A higher value of the panic index
for COVID-19 news is associated with a greater negative correction of the Sharia stock
index. The media’s excitement in reporting on the COVID-19 issue significantly negatively
affects the movement of the Islamic stock index. The Islamic stock index experiences a
negative or downward correction as the level of excitement in the COVID-19 news media
increases. The movement of the Islamic stock index is significantly and positively affected
by the public sentiment towards COVID-19 news. A rise in public sentiment results in a
corresponding increase in the Sharia stock index. The level of media attention on COVID-
19 news affects the price movements of Islamic stocks in all three ASEAN countries
studied. Indonesia has the highest indices for fake news, sentiment, and panic among the
countries. It highlights the need for the Indonesian government to address fake news,
particularly on social media. The Ministry of Information and Communication should
regulate media activities to create a favourable environment for investors.
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