


Original Research Article

Dynamics of Financial Performance and Market Valuation Amid Geopolitical Sentiment: A Conceptual Framework of Boycott and Substitution Effects in Indonesia

 



.     
.
              . 
                     
	.
..


.

____________________________________________________________________________________________

*Corresponding author: Email: XYZ@ABC.COM


ABSTRACT 

	Aims: This conceptual article aims to examine how geopolitical sentiment, evolving into systemic risk, affects financial performance and market valuation dynamics of firms listed on the Indonesia Stock Exchange (IDX), particularly through boycott and substitution effects. Study design: The study adopts a conceptual research design by developing a theoretical framework grounded in Signaling Theory and Stakeholder Theory to explain asymmetric impacts between multinational (affiliated) and local (substitution) firms. Sampling Design?  Place and Duration of Study: The study focuses on the Indonesia Stock Exchange (IDX) context, using recent geopolitical developments as the underlying phenomenon; it is conceptual in nature and not limited to a specific time frame. Methodology: This study employs a qualitative conceptual approach by reviewing relevant literature and integrating theoretical perspectives to construct a comprehensive model. The framework identifies key financial indicators, including Total Asset Turnover (TATO), Cash Ratio, Debt to Equity Ratio (DER), and Price to Book Value (PBV), as channels through which geopolitical sentiment is transmitted. Results: The study proposes that boycott sentiment exerts asymmetric effects. Affiliated firms are negatively impacted through declining asset efficiency, reduced liquidity, increased solvency risk, and lower market valuation. In contrast, substitution firms benefit from spillover consumption effects, which strengthen their financial fundamentals and enhance market valuation. Contributions: The study concludes that geopolitical sentiment functions as a critical external risk factor influencing firm performance and valuation. It highlights managerial implications such as the importance of liquidity stress testing and cautious expansion strategies, while also recommending investors consider geopolitical risk as a screening indicator. The proposed conceptual model provides a foundation for future empirical quantitative research.
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1. INTRODUCTION 

The contemporary global economic landscape has undergone a notable shift, revealing that geopolitical conflicts are no longer confined to political arenas; they now represent a significant systemic risk that impacts the stability of domestic capital markets. Empirical research increasingly demonstrates that rising geopolitical tensions, exemplified by events in the Middle East, can lead to adverse sentiment that transcends national borders, disrupting stock market activities (Caldara & Iacoviello, 2022; Fiorillo et al., 2023). This scenario creates heightened uncertainty, compelling investors to reconfigure their portfolios and resulting in significant volatility in stock prices (Gong et al., 2024; Rahman & Li, 2024). Moreover, boycott movements influenced by geopolitical sentiments have evolved beyond mere ethical considerations in marketing or consumer behavior. They have become instruments of economic pressure that directly affect capital flows and the sustainability prospects of publicly traded companies (Saputra et al., 2023; Yilmazk, 2024).
In Indonesia, the influence of geopolitical sentiment has been evident through a widespread social movement spurred by a fatwa issued by the Indonesian Ulema Council (MUI), which calls for the prohibition of support for military aggression. This fatwa serves as a powerful catalyst, transforming public sentiment into a nationwide economic boycott against specific products (Avianuari & Hendranastiti, 2024; Isalman et al., 2025). As a result, this social sentiment has generated significant polarization within the Indonesia Stock Exchange (IDX), especially affecting firms in the Consumer Goods and Fast-Moving Consumer Goods (FMCG) sectors, as well as the Food and Beverage (F&B) industry (Hasyim & Sukardi, 2025; Siregar et al., 2025). Consequently, the market is compelled to react swiftly to non-financial information, where public pressure can instantly harm corporate reputations and shift investor behavior from accumulation to large-scale sell-offs (Fadzilah et al., 2024; Hartono & Harsono, 2025).
The boycott movement driven by geopolitical considerations generates highly asymmetric effects on capital market firms. Multinational corporations linked to the conflicting parties face significant operational challenges, leading to sharp declines in sales, cash flow disruptions, and panic among investors, which in turn triggers large stock sell-offs (Ayuntari & Putri, 2026; Rajagukguk, 2024). Conversely, local firms producing substitute goods often experience unexpected gains, as the sudden shift in consumer preferences substantially increases their revenues (Ali et al., 2025; Anisa et al., 2025). This shift in capital allocation illustrates how social sentiment can swiftly transfer shareholder value from targeted companies to alternative ones within a short timeframe in the stock market (Alqatan, 2025; King & Soule, 2007).
A review of existing literature reveals that research on consumer boycotts, particularly in the context of geopolitical conflicts, predominantly focuses on marketing and consumer behavior perspectives. These studies primarily analyze psychological factors like purchase intentions, motivations for boycott participation, ethnocentric animosity, and their impact on brand image in retail markets (Abdul-Talib & Adnan, 2017; Ali, 2021). While these studies effectively explain shifts in individual consumer preferences, they often overlook broader implications at the corporate level, especially concerning firm value (Afego & Alagidede, 2021; Villagra et al., 2021). Additionally, studies utilizing event methodologies typically focus on short-term stock price reactions without investigating the underlying structural damage to fundamental financial metrics (Brown & Warner, 1985; Sorescu et al., 2017).
Given these gaps, this study seeks to address a significant need in the field of strategic financial management. There is currently a lack of a comprehensive conceptual framework that delineates the "transmission mechanism" through which consumer market boycott actions lead to sequential changes in corporate fundamental metrics (Darsono et al., 2024; Fama, 1970). Theoretical research that integrates social sentiment with asset efficiency deterioration (Total Asset Turnover/TATO), liquidity erosion (Cash Ratio), and rising solvency risk (Debt to Equity Ratio/DER) remains scarce (Luong et al., 2025; Yahya et al., 2026). Thus, a new conceptual model is necessary to connect these operational shocks with the deconstruction of market valuation (Price to Book Value/PBV), allowing for a more comprehensive assessment of the impact of boycotts—not merely as a loss of market share, but as a significant threat to long-term financial sustainability (Shu et al., 2026). In light of this urgency and the identified research gap, this conceptual paper aims to construct a robust theoretical model that elucidates the dynamics of financial ratios and market performance, specifically focusing on how geopolitical sentiment and consumer boycotts influence corporate financial health. 
1.1. The Objectives of study
1.2. The General of Research Objective
1.3. The Specific of Research Objectives
1.4. The Research of Conceptual Framework
This study utilizes a qualitative conceptual research design aimed at developing a comprehensive theoretical framework to elucidate the transmission mechanism through which geopolitical boycott sentiment affects corporate financial performance and market valuation. Instead of relying on primary data collection or statistical testing, the study adopts an extensive literature review approach that synthesizes prior empirical and theoretical research related to geopolitical risk, consumer boycott behavior, financial ratios, and capital market reactions. The analysis integrates two primary theoretical perspectives—Signaling Theory and Stakeholder Theory—to formulate logical propositions that describe the causal relationships between boycott sentiment and key financial indicators, including Total Asset Turnover (TATO), Cash Ratio, Debt to Equity Ratio (DER), and Price to Book Value (PBV). 
The conceptual model is developed through a systematic process of identifying research gaps, mapping theoretical linkages, and formulating directional hypotheses that reflect the asymmetric impacts between affiliated multinational firms and local substitute firms. This approach allows the study to offer a structured and holistic explanation of how external social and geopolitical pressures can lead to internal financial disruptions, ultimately influencing market valuation. The result of this methodology is a set of theoretically grounded propositions that can be empirically tested in future quantitative studies, particularly through panel data regression on firms listed on the Indonesia Stock Exchange (IDX).

2. methodology 

2.1 The Research Design - Grand Theories
Signaling Theory posits that information circulating in the market directly influences investors’ decisions, particularly during periods of heightened geopolitical sentiment. In such conditions, multinational firms labeled as “affiliated” may quickly emit negative signals that damage corporate reputation and weaken investor expectations of future profitability, thereby triggering massive sell-offs and significantly reducing market valuation, especially Price to Book Value (PBV) (Afego & Alagidede, 2021; Fadzilah et al., 2024; Fama, 1970; Siregar et al., 2025). Conversely, firms perceived as “local” or “substitution” generate positive signals that attract capital inflows and increase PBV beyond intrinsic value (Ali et al., 2025; Anisa et al., 2025). Complementing this, Stakeholder Theory emphasizes that corporate survival depends on relationships with stakeholders, where consumers and boycott activists can become dominant forces capable of disrupting operations (King & Soule, 2007; Villagra et al., 2021). Their collective actions reduce asset turnover (TATO) and liquidity (Cash Ratio), demonstrating how neglecting stakeholder values can lead to systemic financial deterioration (Abdul-Talib & Adnan, 2017; Isalman et al., 2025; Ali, 2021; Alqatan, 2025).
2.2 Dynamics of Financial Fundamentals During a Reputational Crisis
The dynamics of financial fundamentals during reputational crises indicate that geopolitical sentiment can significantly disrupt three core pillars of corporate performance in a sequential manner. First, from a liquidity perspective, the Cash Ratio becomes exceedingly sensitive to widespread consumer boycotts, as the abrupt cessation of purchasing activity swiftly depletes the cash reserves of affected firms (Ayuntari & Putri, 2026; Rajagukguk, 2024). Second, from a capital structure standpoint, companies may encounter "forced leverage," manifested in a notable increase in the Debt to Equity Ratio (DER). This situation arises because fixed operational costs continue to escalate while revenue streams stagnate, compelling companies to depend more on external financing (Hartono & Harsono, 2025; Hasyim & Sukardi, 2025). Lastly, from an operational perspective, Total Asset Turnover (TATO) experiences a sharp decline due to bottleneck effects, as excessive inventory accumulates uncontrollably in warehouses due to severe disruptions in supply chains caused by negative public sentiment (Avianuari & Hendranastiti, 2024; Siregar et al., 2025).
2.3 Mechanism of Boycott Sentiment Transmission on Asset Efficiency
Mass consumer boycotts driven by geopolitical sentiments create a significant ripple effect on the operational cycles of multinational companies. Concurrent rejections of products result in a surplus of inventory in warehouses and distribution centers, impairing the conversion of goods into cash flow and disrupting operational effectiveness (Isalman et al., 2025; Siregar et al., 2025; Avianuari & Hendranastiti, 2024; Hasyim & Sukardi, 2025). Distribution delays further hinder the movement of products, diminishing demand satisfaction and overall company performance (Abdul-Talib & Adnan, 2017; Ali, 2021). Consequently, Total Asset Turnover (TATO) experiences a sharp decline, as production capacity fails to align with stagnant sales (Hartono & Harsono, 2025; Saputra et al., 2023). In contrast, firms that offer substitutes benefit from shifts in consumption, leading to rapid sales increases and optimal asset utilization, which significantly enhances TATO (Ali et al., 2025; Anisa et al., 2025; Luong et al., 2025; Siregar et al., 2025).
2.4 Liquidity Resilience Dynamics
A decrease in asset turnover directly impacts cash inflows for companies facing boycotts, leading to significant liquidity challenges. Associated firms encounter an abrupt stop in retail sales while continuing to incur fixed operational expenses, resulting in persistent cash flow deficits (Ayuntari & Putri, 2026; Rajagukguk, 2024; Caldara & Iacoviello, 2022; Fiorillo et al., 2023). This disparity compels businesses to tap into their internal cash reserves, severely undermining their liquidity positions, as indicated by declining Cash Ratios (Hartono & Harsono, 2025; Hasyim & Sukardi, 2025; Avianuari & Hendranastiti, 2024; Saputra et al., 2023). In contrast, substitution firms see an increase in cash inflows driven by heightened demand, thereby bolstering liquidity without the need for extra marketing expenses (Fadzilah et al., 2024; Siregar et al., 2025). This cash accumulation improves financial flexibility and significantly enhances the Cash Ratio (Ali et al., 2025; Alqatan, 2025; Anisa et al., 2025; Luong et al., 2025).
2.5 Forced Restructuring and Solvency Burden
Extended periods of cash flow shortages compel affiliated companies to turn to external financing, resulting in a decline in their capital structure. As their internal resources wane, companies grow more reliant on short-term loans or debt instruments to maintain operations, increasing their financial risk (Hartono & Harsono, 2025; Hasyim & Sukardi, 2025; Fiorillo et al., 2023; Saputra et al., 2023). This urgent funding raises interest obligations and significantly lifts the Debt to Equity Ratio (DER), indicating worsening solvency conditions (Ayuntari & Putri, 2026; Rajagukguk, 2024; Avianuari & Hendranastiti, 2024; Siregar et al., 2025). Conversely, substitution firms experience profit increases, enabling them to build up retained earnings and enhance their equity positions (Anisa et al., 2025; Ayuntari & Putri, 2026). This bolstered financial capacity allows for debt reduction, which in turn decreases the DER and improves financial stability (Luong et al., 2025; Rajagukguk, 2024; Fiorillo et al., 2023; Gong et al., 2024).
2.6 Capital Market Response and Valuation Deconstruction
Responses in capital markets demonstrate the interplay between worsening economic fundamentals and negative public perceptions. Investors on the Indonesia Stock Exchange are highly responsive to geopolitical and ESG-related concerns, often viewing ties to conflicts as a potential long-term business threat (Avianuari & Hendranastiti, 2024; Gong et al., 2024; Rahman & Li, 2024; Yilmazk, 2024). The combined impacts of falling Total Asset Turnover (TATO), diminished liquidity, and increasing Debt to Equity Ratio (DER) result in a significant drop in investor trust, leading to widespread sell-offs (Brown & Warner, 1985; Sorescu et al., 2017). This selling pressure pushes stock prices below their intrinsic values, thereby greatly reducing the Price to Book Value (PBV) (Darsono et al., 2024; Siregar et al., 2025; Fama, 1970). In contrast, firms that are seen as substitutes garner strong interest from investors due to anticipated growth, resulting in stock price increases and higher PBV (Ali et al., 2025; Luong et al., 2025; Shu et al., 2026; Anisa et al., 2025).
2.7. Sampling Design of study

3. results and discussion

3.1 Conceptual Model
Figure 1 below illustrates how “Geopolitical Boycott Sentiment” serves as the primary catalyst that bifurcates market movements into two distinct pathways. The first pathway, depicted in red, underscores the detrimental effects on “Affiliated Firms,” which sequentially lead to a decline in asset efficiency (TATO), a depletion of liquidity (Cash Ratio), and an increased solvency burden (DER). This chain of events ultimately results in a deterioration of market performance (PBV). Conversely, the second pathway, represented in blue, highlights the positive impact on “Substitution Firms.” Here, increased consumption drives higher TATO, enhances the Cash Ratio, and eases the debt structure (resulting in a decrease in DER), collectively leading to a notable appreciation in the firm's market valuation (PBV) from the perspective of investors.
[image: ]Figure 1 : Geopolitical Boycott Sentiment
Source:
Any research finding in this study of other reseachers/scholars to support the discussion or evidences on this paper…. 
3.2 Managerial Implications
Management at firms listed on the Indonesia Stock Exchange (IDX) must thoroughly address the reputational crisis by combining financial restructuring with strategic public communication. 
Firstly, companies should carry out stress testing on the Cash Ratio to confirm the availability of operational funds amidst the risk of decreasing cash inflows, while also enhancing inventory management efficiency to sustain stable asset turnover (TATO) (Ayuntari & Putri, 2026; Rajagukguk, 2024). Uncontrolled inventory buildup will exacerbate fundamental deterioration; therefore, management should be prepared to temporarily lengthen production cycles (Avianuari & Hendranastiti, 2024; Darsono et al., 2024). Concurrently, management needs to swiftly implement well-considered public relations strategies to reduce reputational damage. Companies must provide clear and official explanations to counter claims of geopolitical affiliation to gradually regain consumer trust (Alqatan, 2025; Fadzilah et al., 2024). Neglecting to pursue such strategic communication measures will lead to a continuous decline in public perception, undermining the firm’s intrinsic value and heightening selling pressure from investors in the stock market (Ali, 2021; King & Soule, 2007). – any data analysis finding of study to support this statement?
Conversely, management of local substitution firms listed on the IDX must handle the unexpected rise in revenue with caution to prevent succumbing to short-term growth excitement. Even though firms may be experiencing unanticipated profits, executives must acknowledge that the geopolitical factors driving the boycott are likely to be fleeting (Ali et al., 2025; Anisa et al., 2025). Specifically, substitution firms should avoid incurring excessive debt when planning factory expansion projects or increasing production capabilities (Fiorillo et al., 2023; Luong et al., 2025). Management ought to refrain from hastily acquiring large loans from banks, as a resolution to the conflict and a return of consumers to multinational products could leave local firms with an unsustainably high Debt to Equity Ratio (DER) in the future (Hartono & Harsono, 2025; Saputra et al., 2023). Thus, funding for operational expansion should primarily rely on internal cash reserves or retained earnings to ensure long-term financial stability (Hasyim & Sukardi, 2025; Yahya et al., 2026). -any data analysis finding of study to support this statement?
3.3 Implications for Capital Market Investors
For capital market participants on the Indonesia Stock Exchange (IDX), this conceptual model offers a strong tactical foundation for responding to stock price fluctuations during periods of crisis. Both retail and institutional investors are strongly encouraged to incorporate geopolitical sentiment and the intensity of social boycott movements as key screening indicators in portfolio adjustment or periodic portfolio rebalancing (Gong et al., 2024; Rahman & Li, 2024). By closely monitoring geopolitical risk indices, investors can identify potential shifts in capital flows from one industry sector to competing sectors within the stock market (Caldara & Iacoviello, 2022; Yilmazk, 2024). The integration of social sentiment variables into fundamental analysis enables stock traders to anticipate declines in corporate financial performance well before firms release their official quarterly financial statements (Fama, 1970; Sorescu et al., 2017). As a result, investment decisions become more structured and informed, rather than relying solely on speculative behavior. -any data analysis finding of study to support this statement?
The practical implementation of this analytical framework requires investors to exercise strict discipline in determining the timing of profit-taking (take profit) and loss limitation (cut loss). When the stock prices of local substitution firms increase excessively beyond their book value, investors are strongly advised to execute partial profit-taking strategies to secure gains before the boycott sentiment gradually subsides (Shu et al., 2026). Conversely, if the stocks of affiliated multinational firms begin to show signs of declining trends due to massive consumer rejection, investors must be willing to take decisive cut-loss actions or shift to a wait-and-see position (Avianuari & Hendranastiti, 2024; Brown & Warner, 1985). This structured asset reallocation strategy aims to preserve investment capital and prevent significant losses resulting from declining liquidity ratios and potential financial distress among these global corporations (Darsono et al., 2024; Siregar et al., 2025). -any data analysis finding of study to support this statement?

4. Conclusion

The statement of conclusion must be aligned with research objectives and research findings from other reseachers/scholars…
Boycott movements driven by geopolitical sentiment have become influential forces that can trigger significant changes in the capital market financial system. Theoretical frameworks suggest that these sentiments lead to asymmetric effects that result in the transfer of economic wealth—measured through indicators like asset turnover efficiency (TATO), liquidity availability (Cash Ratio), capital structure stability (DER), and shifts in market valuation (PBV)—from multinational corporations to local companies that produce substitute goods. This phenomenon highlights the reality that geopolitical risks pose serious threats to business sustainability while simultaneously creating unforeseen profit opportunities for competing local firms on the Indonesia Stock Exchange (IDX). -any data analysis finding of study to support this statement?
5. RECOMMENDATIONS
5.1. Recommendations to the study
Considering that this study is primarily conceptual, it is essential to empirically validate the proposed theoretical model and its associated propositions….
5.2. Recommendations to the future researchers
The future research is encouraged to utilize quantitative methods, specifically panel data regression techniques, to test the framework's validity. Researchers may focus on analyzing the financial statements of firms listed on the IDX, particularly within sectors that are closely linked to retail consumers, such as Consumer Non-Cyclicals. It is advisable for future studies to observe a timeframe from the third quarter of 2023 to the fourth quarter of 2024 to accurately capture performance variations before, during, and after peaks in geopolitical conflict. This empirical validation is expected to enhance the financial management literature and provide a robust basis for comprehensive academic research.
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