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Abstract: Profitability is one indicator appropriate for measuring performance within a company:.
This study aims to determine the effect of financial ratios, namely, the influence of Current Ratio,
Debt to Equity Ratio, Total Assets Turnover, Net Profit Margin, Return on Equity, Price to Earnings
Ratio, and Company Reputation. Specifically, the study seeks to find out which ratio has the effect
on the stock price of financial sector companies listed on the Indonesia Stock Exchange from 2016 to
2020. This study uses secondary data, where the data obtained from existing sources. The results
show that there are only two variables, namely Current Ratio (CR) and Return on Equity (ROE) that
affect stock prices in financial sector companies which were listed on the Indonesia Stock Exchange
from 2016 to 2020.

Keywords: effect; current ratio; return on equity; financial; stock price

1. Introduction

The capital market is one of the facilities available to channel funds from parties who
have excess funds who need funds. Shares are one of the assets traded by companies in the
capital market. The share price is the value of a share that reflects the wealth of the company
that issued the shares, but changes and fluctuations in price are largely determined by the
supply and demand forces for the shares themselves that appear on the stock exchange
(secondary market) [1]. The more the demand, the more the stock price will increase.

Stock prices in the capital market are influenced by several factors, including a com-
pany’s performance. Financial statements are the final result of the accounting process
carried out to provide information about the financial condition of a company. Investors or
managers use reports to make investment decisions [2].

To measure the performance of a company, investors usually look at the financial
performance as reflected in various ratios. One indicator of financial performance measure-
ment that is often used is a company’s profitability. The company profitability measurement
tools that are most often used are Return on Assets (ROA) and Return on Equity (ROE) [3].

The amount of negative sentiment that emerged from the spread of the COVID-19
outbreak both in the world and in Indonesia affected capital market conditions in both stock
markets and in bond markets. The uncertainty over the end of the COVID-19 pandemic has
prompted investors to make adjustments to their financial portfolios by shifting liquidity
to safe haven assets, including developing countries such as Indonesia. These conditions
put pressure on the domestic capital market, although in general capital market stability
can still be maintained. Stock market conditions experienced a significant weakening, as
reflected in the Composite Stock Price Index (JCI), which experienced a contraction. The JCI
closed at 4538 in the first quarter of 2020, weakened by 29.8 percent (YoY). This condition is
considered the lowest position of the JCI since December 2016.

The financial sector (finance) has the largest weight on the JCI, so the movement of
this index also influences the direction of the JCI. Within these conditions, the financial

Proceedings 2022, 83, 47. https:/ /doi.org/10.3390/ proceedings2022083047 https:/ /www.mdpi.com/journal /proceedings


https://doi.org/10.3390/proceedings2022083047
https://doi.org/10.3390/proceedings2022083047
https://creativecommons.org/
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/
https://www.mdpi.com/journal/proceedings
https://www.mdpi.com
https://doi.org/10.3390/proceedings2022083047
https://www.mdpi.com/journal/proceedings
https://www.mdpi.com/article/10.3390/proceedings2022083047?type=check_update&version=1

Proceedings 2022, 83, 47

20f12

sector also shows a fair amount of sensitivity to market conditions. Referring to the daily
report of the Indonesia Stock Exchange (IDX), the financial sector experienced a decline
of 6.69 percent. As to conditions for short-term investors, current conditions can be a
yellow light for the regulation of their risk management. However, on the other hand, for
long-term investors, depressed index conditions are the best momentum to get stocks at
low prices. However, in a panicked market, shares of issuers with good fundamentals will
also be depressed.

As for discussion about the company’s reputation, this is very important because it
can affect the company’s stock price. For example, the share price of PT Garuda Indonesia
experienced a decline in 2019. Pressure on Garuda’s share price came from local investors
who began to sell their shares of this stock. Then in May 2021 the share price of PT Garuda
Indonesia also experienced a decline. The stock plunged 6.7 percent and then fell 6.8 percent
again. This is allegedly because PT Garuda Indonesia has faced problems in paying the
company’s debts.

One of the investments made in the capital market today is investment in stocks. The
motive of investors in investing in the stock market is to obtain returns in the form of
dividends or capital gains as well as company ownership. Before investing, investors will
consider the return on shares they will receive and the value of the company. The share
price represents the value of a publicly traded company [4].

Return on Assets (ROA) has a positive and significant effect on a firm’s value. The
results of this study confirm the conclusion that ROA has a significant effect on a firm’s
value. Subsequent research [5] states that the Debt to Equity Ratio has a negative and
insignificant effect on a firm’s value. The existence of a negative relationship from the
leverage variable (DER) to the firm’s value shows that the higher the leverage (DER), the
lower the firm’s value and that it does not have a significant effect. This is because no
matter how much debt is used, it will not affect the stock price and the firm’s value because
the use of debt will cause the cost of ordinary equity to rise by the same level [6].

A company’s reputation has a positive influence on its market value. The reputation of
the company, a metric that is driven by the perception of the effectiveness of the company,
is believed to increase investor reactions that the risk of investing in company shares is low.
Favorable investor reactions will result in rising stock prices and company stock returns [5].

Corporate reputation can be defined as a general attribute of an organization that
reflects the extent to which internal and external stakeholders see the company as a good
company rather than a bad company. A good corporate reputation has a beneficial impact
on various stakeholder groups. The formation of a good and positive corporate reputation
can benefit the company in many ways, such as by influencing customers in choosing
products, limiting the potential for competition by competitors, and securing social status
in an industry [7].

Based on this explanation, the researcher endeavors to see the influence of financial
ratios and non-ratio variables on stock prices in financial sector companies in companies
listed on the Indonesia Stock Exchange from 2016 to 2020. Researchers want to know more
deeply how these ratios affect stock prices so that they can influence investors” decisions.
Therefore, the researcher took the title “The Influence of Current Ratio, Debt to Equity
Ratio, Total Assets Turnover, Net Profit Margin, Return on Equity, Price to Earnings Ratio,
and Company Reputation on Stock Prices of Financial Sector Companies”.

1.1. Research Questions

1.  Does the Current Ratio (CR), Debt to Equity Ratio (DER), Total Assets Turnover
(TATO), Net Profit Margin (NPM), Return on Equity (ROE), Price to Earnings Ratio
(PER), and company reputation affect the share prices of Financial Sector companies
listed on the Indonesia Stock Exchange from 2016 to 2020?

2. What is the ratio that has the most influence on stock prices in Financial Sector
companies listed on the Indonesia Stock Exchange from 2016 to 2020?
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1.2. Research Purposes

(1) This study aims to see the effect of several financial ratios such as Current Ratio (CR),
Debt to Equity Ratio (DER), Total Assets Turnover (TATO), Net Profit Margin (NPM),
Return on Equity (ROE), Price to Earnings Ratio (PER), and also the influence of the
company’s reputation on the share price of financial sector companies listed on the
Indonesia Stock Exchange from 2016 to 2020.

(2) This study aims to determine which ratio has the most influence on the share price
of financial sector companies listed on the Indonesia Stock Exchange and the rea-
sons why.

2. Theory Review and Hypotheses Development
2.1. Financial Ratio

Financial ratio analysis is a financial ratio analysis that provides a framework for
the relationship between balance sheet items and profit and loss calculations, allows
one to trace the history of a company and assess its current financial position, and allows
financial managers to predict the reaction of creditors or investors to the company's financial
condition thus can find appropriate ways to raise funds [3]. Based on this statement, the
researcher concludes that financial ratios are a tool used to see how the condition of a
company will be in the future, so that later it will affect decision making in thepresent.

2.2. Non Financial Ratio

A good-quality company will motivate investors’ reactions to invest in shares and
the share price will increase. An increase in stock prices will be followed by an increase
in stock returns. The reputation of the company that is formed from the perception of
the effectiveness of the company then becomes a good signal for investors. This good
signal is due to the fact that the company’s reputation is the main driver of the company’s
sustainable performance [8]. The reputation of the company that is driven by the perception
of the effectiveness of the company is believed to increase the investors’” sentiment that the
risk of investing in company shares is low. High investor reaction will result in an increase
in stock prices and company stock returns. Signaling theory considers the provision of
investor information about the prospect of substantial future returns. Disclosure of CSR
in accordance with the wishes of stakeholders can be received as a signal in the form of
good news, indicating that the company has good prospects in the future and ensuring the
creation of sustainable development. The company discloses corporate social responsibility
information in the hope of increasing its reputation, which in turn will increase share prices.
Stakeholder theory also states that the company does not only operate for the benefit of the
company itself, but must also be able to provide a benefit to other stakeholders [9]. Asserts
that every company is required to demonstrate an act of responsibility to all stakeholders,
not only from within the company but also from outside the company, which also includes
environmental responsibility [10]. This proportion is supported by Marshall who found
that companies can build a positive reputation by showing responsibility in environmental
and social preservation [11]. In this case, corporate social responsibility can promote the
company’s reputation. Thus, increasing quality and reputation are intrinsically intertwined
with environmental quality and social responsibility [12].

Companies that have a high Corporate Image Index (CII) score illustrate their quality,
performance, responsibility, and attractiveness. This reputation brings the company to have
a competitive advantage over its competitors, such as the company’s ability to influence
customers in choosing products, limiting potential competition, and securing social status
in an industry [13].

2.3. Previous Research

Previous research conducted in (Rahayu and Masud) [14] showed that inflation can
have a positive influence on stock prices. The ability of a company to create profits by
using the company’s own capital or assets can be called the profitability ratio. Profitability
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in general can be described through the use of the Return on Equity (ROE) ratio, which
provides an overview of how much equity is used to provide benefits for the company.
Profitability can affect stock prices. This is because the profitability ratio also provides
a point of interest for investors to invest in an issuer. The share price of an issuer will
increase when there is an increase in demand made by investors [15]. However, it was
found according to research by (Asmirantho and Yuliawati) that profitability has no effect
on stock prices [16].

There is no effect of DER on stock prices because there are two views that investors
can take. First, investors can assume that companies that have a high DER ratio will cause
investor losses in the future. Second, investors can assume that the debt owned by the
company can be used for future growth. The company requires a substantial amount of
operational funds that cannot be met only from the company’s own capital. The results of
this study are supported by previous research conducted in (Asmirantho and Yuliawati) [17]
and (Christine and Dorothea) which stated that solvency had no effect on stock prices [18].

The Current Ratio has no effect on stock prices [19]. However, research (Sutapa)
found different results where the Current Ratio had a significant positive effect on stock
prices [20].

Net profit margin analysis has been carried out by (Fitriani R. S) [21]. NPM has no
effect on stock prices. However, in (Watung and Ilat) different results were obtained, where
NPM had a positive and significant effect on stock prices [22]. Another study (Murniati),
obtained results stating that NPM has a significant negative effect on stock prices [23].

TATO has no significant effect on stock prices. This study is in accordance with
previous research, namely (Made and Ali) [24], which showed that TATO was not proven
to have a significant effect on stock prices. The results of (Fernandez-Gamez, Gil-Corral,
and Galan-Valdivieso) found that company reputation has a positive influence on market
value [5].

2.4. Hypothesis Development

To obtain evidence of whether the influence of financial ratios and company reputation
had substantial effects on the share prices of financial sector companies listed on the
Indonesia Stock Exchange, several hypotheses are needed that can be used in research. The
following are the hypotheses that will be used:

2.4.1. The Effect of Current Ratio on Stock Prices

The Current Ratio is the most commonly-used measure to determine the ability to
meet short-term obligations, because this ratio shows how far the demands of short-term
creditors are met by assets that are estimated to be cash in the same period as the debt
maturity. Research (Dananti, Cahjono, and Mujiyono) [25] has obtained the result that CR
has a positive and significant influence on stock prices.

H1. Current Ratio has a positive and significant effect on stock prices. The Effect of Debt to Equity
Ratio on Stock Prices.

Debt to Equity ratio shows the composition or capital structure of the total loan (debt)
to the total capital owned by the company. The higher the DER, the greater the composition
of total debt (short term and long term) compared to the total equity, so that the company’s
burden on external parties (creditors) is greater. So, if the DER is higher, the investor’s
interest in the company’s shares will decrease, and vice versa; if the DER of the company is
lower, investors will be more interested in the company’s shares which can automatically
increase the company’s share price. Research (Purwanto and Agustin) [26] shows that DER
has a negative and significant effect on stock prices.

H2. Debt to Equity Ratio has a negative and significant effect on stock prices.
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2.4.2. The Effect of Total Assets Turnover Ratio on Stock Prices

The higher this ratio is, the stronger a company is, because of the effective use of
assets in generating sales, so that it can be said that the profit generated is also high. Thus
the company’s financial performance is getting better and can encourage an increase in
the company’s share price because more investors intend to invest in shares. This is in
accordance with the research conducted by Putra, Saryadi and Hidayat [27] which shows
that TATO has a positive and significant effect on stock prices.

H3. Total Assets Turnover has a positive and significant effect on stock prices.

2.4.3. Effect of Net Profit Margin on Stock Prices

Syalffri [28] stated that the larger the net profit margin, the greater the net profit
obtained by the company from sales activities. With a large net profit, there is an increasing
opportunity for companies to increase their business capital without going through new
debts; the income obtained increases so that the higher the NPM of a company, the more
investors are attracted to the company because investors can get a better return. This is in
accordance with research conducted by (Astuty) [29] which shows that NPM has a positive
and significant influence on stock prices.

H4. Net Profit Margin has a positive and significant effect on stock prices.

2.4.4. The Effect of Return on Equity on Stock Prices

ROE is a very important ratio for shareholders, because this ratio measures the return
on investment of shareholders in the company. The lower this ratio, the smaller the level of
profit earned by the company’s shareholders. ROE is used to measure the level of profit
from investments that have been made by the owners of their own capital or shareholders.
A high ROE that exceeds the cost of capital used indicates that the company has been
efficient in using its own capital, so that the profits generated have increased from previous
years. In other words, with a high return on equity, the company has the opportunity
to provide a large income for shareholders, which will have an impact on increasing
share prices because they will be increasingly in demand by potential investors. This is in
line with research (Ligocka and Stavarek) [30] which shows that ROE has a positive and
significant effect on stock prices.

HS5. Return on Equity has a positive and significant effect on stock prices.

2.4.5. The Effect of Price to Earnings Ratio on Stock Prices

According to Tandelin [31], Price to Earnings Ratio indicates the amount of rupiah
that must be paid by investors to obtain one rupiah of company profits. This ratio is
used by investors to compare the market value of ordinary shares relative to the profits of
other companies by measuring the potential value of other companies’ shares. This ratio
compares the stock price (from the capital market) with the earnings per share obtained
from the owner of the company. Price to Earnings Ratio (PER) describes the market
appreciation of the company’s ability to generate profits. The higher the PER value, the
better the company’s ability. This will be able to attract investors to invest. A high PER
indicates that the stock price will be high and vice versa. So it can be said that the Price to
Earnings Ratio has a positive influence on stock prices.

Heé. There is a significant effect between the PER ratio on stock prices.

2.4.6. The Effect of Company Reputation on Stock Prices

Company reputation has a positive influence on market value [32]. The reputation
of the company that is driven by the perception of the effectiveness of the company is
believed to increase investor reactions that the risk of investing in company shares is low.
High investor reaction will result in an increase in stock prices and higher company stock
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returns. This statement shows that there is a positive relationship between company image
and stock returns.

H7. Company reputation can have an influence on stock returns.

2.5. Thinking Framework (Concept Variable Drawing)

Changes in stock prices on the stock exchange or secondary market are influenced by
several factors, one of which is the company’s internal factors. The company’s performance
is an internal factor of the company that can be seen through the company’s financial ratios.
Generally, the fundamental factors studied in the financial statements are in the form of
financial ratios such as liquidity, leverage, profitability, and market ratios. Based on the
explanation of Chapters 1 and 2, the variables in this study are Current Ratio (CR), Debt
to Equity Ratio (DER), Total Assets Turnover (TATO), Net Profit Margin (NPM), Return
on Equity (ROE), Price to Earnings Ratio (PER), and Company Reputation as variable X
and stock price as variable Y. Systematically, the theoretical framework in this study can be
shown in the following figure (Figure 1):

[ Current Ratio ]

[ Debt to Equity Ratio ]\\

Total Assets Turnover

Net Profit Margin : Sto Ck price

\ J ;
7 N\ - ' /
Return on Equity S/ K /
\. J /7 /
( / g

Price to EarningsRatio

;*/

[ Company Reputation

Figure 1. Conceptual Framework.

3. Research Methods
3.1. Research Method

The type of research conducted in this study is a quantitative approach. A quantitative
approach is used to examine a particular population or sample. In this study, financial
performance is used as a benchmark in determining its effect on stock prices using the
calculation of the effect of the Current Ratio, Debt to Equity Ratio, Total Assets Turnover,
Net Profit Margin, Return on Equity, Price to Earnings Ratio, and the company’s reputation.

The population of this study was taken from a sample of 30 banks listed on the Indone-
sia Stock Exchange from 2016 to 2020. In this study, the companies used as samples were
selected by purposive sampling from all banks listed on the Indonesia Stock Exchange.
With this method, the sample is selected based on certain criteria, namely: (1) banks listed
on the IDX during the analysis period; (2) issuing financial statements as of 31 Decem-
ber 2016-2020; and (3) having data and financial reports related to the measurement of
research variables.
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3.2. Operational Variables

In this study the variables to be studied are Current Ratio (CR), Debt to Equity Ratio
(DER), Total Assets Turnover (TATO), Net Profit Margin (NPM), Return on Equity (ROE),
Price to Earnings Ratio (PER), and the Company’s Reputation on the share price. The
objects of the research are the financial statements for the 2016-2020 period in banking
sector companies listed on the Indonesia Stock Exchange (IDX). Then, operationalization of
variables is needed to determine the types and indicators of the variables involved in the
research and aims to determine the measurement scale of each variable.

3.3. Sample Selection

In this study, the sample is companies that meet certain criteria. The criteria used as
research samples are:

1.  Banking sector companies listed on the IDX during the period 2016-2020;

2. Financial sector companies that have consecutive financial statements during the
2016-2020 period;

3. Financial sector companies listed on the IDX, companies with a search based on the
main board on stock prices;

4. The company has all data needed in the study in accordance with the variables studied,
namely Current Ratio (CR), Debt to Equity Ratio (DER), Total Assets Turnover (TATO),
Net Profit Margin (NPM), Return on Equity (ROE), Price to Earnings Ratio (PER) and
the reputation of companies in the financial sector on the IDX.

Based on predetermined criteria, from the number of companies in the finance sector,
53 companies are listed on the main board and 52 companies are on the development board,
with a total of 105 companies. So, companies that meet these criteria are 30 companies in
the financial sector.

3.4. Data Collection

The source of data used in this research is secondary data. According to (Yulianto,
2018) “Secondary data is data that has been collected by data collection institutions and
published to the public using services”. The data used in this study are annual financial
reports and stock prices, where the data are taken from the Indonesia Stock Exchange
website www.idx.co.id and id.investing.com for the financial sector 2016-2020. The data
collection method is data collection; the data that will be used for this research and the
method used in this research is to use the annual financial report documents obtained from
the IDX website.

3.5. Analysis Method

This study applies an analysis that leads to inferential statistical analysis, namely by
examining the effect of financial ratios such as the Current Ratio, Debt to Equity Ratio,
Total Assets Turnover, Net Profit Margin, Return on Equity, Price to Earnings Ratio, and
the reputation of the financial sector companies in companies that listed on the Indonesia
Stock Exchange in 2016-2020.

4. Analysis and Discussion

This study will examine whether there is an effect of Current Ratio (X1), Debt to Equity
Ratio (X2), Total Assets Turnover (X3), Net Profit Margin (X4), Return on Equity (X5), Price
to Earnings Ratio (X6), and Company Reputation (X7), to Share Price (Y1) in financial sector
companies. There are seven independent variables and one dependent variable which will
be analyzed causally in this study. The data to be used is annual data from 2016 to 2020
(5 years) with a sample of 30 companies in the financial sector.

The total observations that should be used are 150 units of observation data, but
because there are some incomplete data, only 137 units of observation will be analyzed.
The data used is available on the attachment page. The stages in this analysis, starting from
descriptive analysis to hypothesis testing (Table 1).
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Table 1. Table of Descriptive Analysis Results (Source: Author’s data processing results).

N Minimum Maximum Mean Std. Deviation
X1_CR 137 0.05 15.15 1.4212 2.25627
X2_DER 137 0.62 565.45 13.8564 56.32724
X3_TATO 137 0.06 200.90 1.5987 17.15281
X4_NPM 137 —841.75 1175.67 18.2690 135.43390
X5_ROE 137 —57.82 38.64 6.9073 9.74284
X6_PER 137 —161.93 1233.81 60.6488 160.81639
X7_REP 137 —0.96 27.80 0.4032 2.46890
Y1_HS 137 3.25 9054.21 1793.1746 2278.24856

Valid N (listwise) 137

4.1. Statistical Analysis (Regression)

The next step of this analysis is to perform a regression analysis. The results and
outputs of the regression analysis are as follows (Tables 2 and 3):

Table 2. Table Model Summary (Source: Author’s data processing results).

Model R R Square Adjusted R Square  Std. Error of the Estimate

1 0.4602 0.212 0.169 2076.68651
@ Predictors: (Constant), X7_REP, X1_CR, X3_TATO, X6_PER, X4_NPM, X5_ROE, X2_DER.

Table 3. F Test and Anova.

Sum of Mean

Model Squares df Square F Sig.
Regression 149,567,777.382 7 21,366,825.340 4.954 0.000 P
1 Residual 556,328,864.965 129 4,312,626.860
Total 705,896,642.348 136
a. Dependent Variable: Y1_HS. b. Predictors: (Constant), X7_REP, X1_CR, X3_TATO, X6_PER, X4_NPM, X5_ROE,

X2_DER.

In the ANOVA table, it can be seen that the Sig value obtained is 0.000 which is smaller
than 0.05; it was then decided to reject HO and accept H1, that is to say, that there is at least
1 variable out of 7 X variables that affect Y. To find out which X variable affects Y, the next
step is to conduct an analysis using the t test as below.

4.2. Individual Test (t Test)

This test uses the COEFFICIENT table output. The table in question is the following
table (Table 4).

The t-test for the CR variable obtained the regression coefficient value with a negative
direction of —0.219. The result of the CR variable is t = —2.758 with a probability of 0.007.
The significance value of 0.007 is smaller than 0.05. Based on the explanation above, it
can be concluded that the first hypothesis which states “Current Ratio (CR) has a positive
effect” is accepted.
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Table 4. Coefficients t Test.

Unstandardized Coefficients Sé?)?zf?gi:rzlte: ¢ Sig.
Model B Std. Error Beta
(Constant) 1605.225 274.677 5.844 0.000
X1_CR —221.188 80.199 —0.219 —2.758 0.007
X2_DER —1.371 3.423 —0.034 —0.401 0.689
X3_TATO 1.970 10.407 0.015 0.189 0.850
! X4_NPM 0.159 1.355 0.009 0.117 0.907
X5_ROE 82.533 19.244 0.353 4.289 0.000
X6_PER —0.726 1.166 —0.051 —0.623 0.534
X7_REP —26.694 75.287 —0.029 —0.355 0.723

a. Dependent Variable: Y1_HS.

Based on the t-test for the Debt to Equity Ratio (DER) variable, the regression coefficient
value in the negative direction is —0.034. The result of the DER variable is t = —0.401 with a
probability of 0.689. The value is greater than 0.05. So, it can be concluded that the second
hypothesis which states “Debt to Equity Ratio (DER) has a negative effect” is accepted.

In the t-test for the Total Assets Turnover (TATO) variable, the regression coefficient
value is obtained with a positive direction of 0.015. The result of the TATO variable is
t = 0.189 with a probability of 0.850. The value is greater than 0.05. So, it can be concluded
that the third hypothesis which states “Total Assets Turnover (TATO) has a positive effect”
is rejected.

Based on the f-test for the Net Profit Margin (NPM) variable, the regression coefficient
value is obtained with a positive direction of 0.009. The results of the NPM variable are
t = 0.117 with a probability of 0.907. The value is greater than 0.05. So, it can be concluded
that the fourth hypothesis which states “Net Profit Margin (NPM) has a positive effect”
is rejected.

Based on the t-test for the Return on Equity (ROE) variable, the regression coefficient
value is obtained with a positive direction of 0.353. The results of the ROE variable
are t = 4.289 with a probability of 0.000. The value is smaller than 0.05. So, it can be
concluded that the fifth hypothesis which states “Return on Equity (ROE) has a positive
effect” is accepted.

Based on the f-test for the Price to Earnings Ratio (PER) variable, the regression
coefficient value is obtained with a negative direction of —0.051. The result of the PER
variable is t = —0.623 with a probability of 0.534. The value is greater than 0.05. It therefore
can be concluded that the sixth hypothesis which states “Price to Earnings Ratio (PER) has
a positive effect” is rejected.

In the t-test for Company Reputation, the regression coefficient value is obtained
with a negative direction of —0.029. The result of the PER variable is t = —0.355 with a
probability of 0.723. The value is greater than 0.05. So, it can be concluded that the seventh
hypothesis which states “Company reputation has a positive effect” is rejected.

In the COEFFICIENT table, it can be seen that the Sig value which is less than 0.05 is
the Sig value for the CR variable of 0.007 and the ROE of 0.000; it is concluded that only
these two variables affect Variable Y or Stock Price.

4.3. Coefficient of Determination (R?)

The value of determination or influence on Variable Y or Stock Price can be seen in the
R-Square value in the table below (Table 5).
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Table 5. Table Model Summary (Source: Author’s data processing results).

Model R R Square Adjusted R Square Std. Error of the Estimate

1 0.460 2 0.212 0.169 2076.68651
a Predictors: (Constant), X7_REP, X1_CR, X3_TATO, X6_PER, X4_NPM, X5_ROE, X2_DER.

The R-Square value obtained is 0.212 or 21.2% in other words, the CR and ROE
variables are able to predict stock prices with an accuracy of 21.2%. This accuracy value is
included in the Weak category.

4.4. Classical Assumption Test
4.4.1. Data Normality Test

The graph below (Figure 2) shows that the data used in the analysis has met the criteria
for Normality, as can be seen from the Histogram that is formed quite closely following the
distribution pattern of the Normal Distribution.

Histogram
Dependent Variable: Y1_HS

a0

I Ill
m|m EHERe=
- -~

Regression Standardized Residual

Frequency

Figure 2. Residual Standard Regression Graph (Source: Author’s Data Processing Results).

4.4.2. Multicollinearity Test Non-Multicollinearity Assumption

Multicollinearity Testing uses the VIF value (Table 6). If the VIF value is greater than
10, it is stated that there is multicollinearity. In the table above, it can be seen that the
VIF value for all variables is less than 10, so it is stated that there is no problem with
Multicollinearity.

Table 6. Multicollinearity Test.

Model Collinearity Statistics Tolerance VIF

X1_CR 0.968 1.033

X2_DER 0.853 1.172

X3_TATO 0.995 1.005

1 X4_NPM 0.941 1.063
X5_ROE 0.902 1.109

X6_PER 0.902 1.109

X7_REP 0.918 1.090

a. Dependent Variable: Y1_HS.

Non-Autocorrelation Assumption
The obtained DW value is greater than 2000. It can therefore be stated that there is no
autocorrelation problem (Table 7).
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Table 7. Table: Durbin-Watson (Source: Author’s data processing results).

Model Summary
Model Durbin-Watson
1 2.177

4.4.3. Heteroscedasticity Test; Homoscedasticity Assumption

The graph below (Figure 3) shows the distribution pattern of residuals that do not
follow a certain distribution pattern, or do not have a pattern. Because it has no pattern, it
is concluded that this regression model meets the assumption of homoscedasticity.

Scatterplot
Cepemndent WVariable: ¥W1_HS

Regrassion Standardized Praclctad Valu
b

Regression Studertized Fosidual

Figure 3. Scatterplot.

5. Conclusions and Suggestions
5.1. Conclusions

Based on the above analysis, some conclusions that can be drawn are as follows:
From the seven variables included in this study, there are several variables that have an
influence on the Stock Price variable. Only two variables affect the Stock Price, namely
Current Ratio (CR) and Return on Equity (ROE), because only these two variables have Sig
values below 0.05. Current Ratio (CR) and Return on Equity (ROE) variables are able to
predict stock prices with an accuracy of 21.2%. The accuracy value shown is included in
the Weak category.

5.2. Suggestions

Based on the explanation above, some suggestions given by the author are as follows:
Current Ratio and Return on Equity have a significant influence on stock prices. Therefore,
it is important for companies to pay attention to the level of CR in order to increase. This
can be done by increasing current assets such as adding short-term debt or increasing the
company’s capital. Then, from the ROE side, it also needs to be maintained or increased by
increasing net income.
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