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Abstract

The volatility of Indonesian retail sector stock prices during the pandemic raises questions regarding the resilience
of fundamental indicators in explaining price movements. This study examines the influence of Return on Assets
(ROA), Debt to Equity Ratio (DER), and Total Asset Turnover (TATO) on the stock prices of 16 retail companies
listed on the Indonesia Stock Exchange during the 2018-2022 period. The analytical technique employed in this
study is panel data regression using EViews 12 software. The results indicate that ROA has a significant positive
influence on stock price, whereas DER and TATO do not exert significant partial effects. Simultaneously, the three
financial ratios collectively demonstrate a significant influence on stock price with an explanatory power of 11.4%.
These findings suggest that amid market uncertainty, Indonesian retail investors continue to respond to profitability
as the primary signal, while capital structure and operational efficiency play a limited role in determining stock
prices within this sector.
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INTRODUCTION

Capital markets function as an alternative corporate financing mechanism to obtain
capital through the sale and/or purchase of investment instruments. Stocks represent the most
common and readily accessible investment instrument. According to Sudarsono and Soekotjo
(2020), a stock is evidence of ownership in a company. Stock prices serve as a reference for
investors in assessing the level of corporate performance success (Efendi and Ngatno, 2018).
When a company possesses a strong track record and favorable prospects, its stock price tends
to rise due to increasing demand. Conversely, companies with poor track records and
unfavorable business prospects may experience reduced buying interest in their shares within

the capital market.
Figure 1. IHSG Trends Before and After COVID-19 (2018 — 2022)
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At the Indonesia Stock Exchange (IDX), there exists a price index that reflects the
overall performance of listed companies' stocks. This index is called the Composite Stock Price
Index (IHSG). Based on Figure 1, the IHSG exhibits annual fluctuations. These fluctuations are
closely associated with the improving or deteriorating performance of sectors within the IHSG.
In 2020, the IHSG experienced a considerably sharper decline compared to other years. This
phenomenon was caused by the COVID-19 pandemic. The United States Department Of
Agriculture (2022) reported that Indonesian retail business sales declined by 28.9% or USD
33.19 billion in 2020—the highest decline within the last five years—followed by a 12.4% or
USD 10.18 billion reduction in 2021. Timorria et al. (2021) explained that numerous large retail
companies closed their outlets, including ACE Hardware, Giant, Matahari, and Centro. These
closures resulted from business pressures and shifts in consumer lifestyle toward home-based
shopping.

Financial ratio analysis can serve as a benchmark to examine the influence of financial
ratios on stock prices. These ratios include Return on Assets (ROA). ROA is a profitability ratio
that measures the proportion of profit relative to total assets (Kasmir, 2018). ROA indicates the
extent to which a company utilizes its resources to generate profit using its entire asset base.
The next ratio is Debt to Equity Ratio (DER), which shows the proportion of a company's debt
relative to its equity. When a company maintains a high debt level, its profits will be allocated
primarily to debt repayment before distributing dividends to shareholders. The subsequent ratio
is Total Asset Turnover Ratio (TATO), which reflects a company's capacity to generate sales
relative to its total assets.

Inconsistencies exist regarding the influence of financial ratios—such as ROA, DER,
and TATO—on stock prices. Several studies state that ROA affects stock prices (Dewi &
Suwarno, 2022; Khasanah & Suwarti, 2022; Nadella & Nugroho, 2022; Setiawan & Sumantri,
2020), whereas other studies (Hisbullah, 2021; Junaedi et al., 2021; Lutfiah & Soegoto, 2020;
Prianda et al., 2022; Rusdiyanto et al., 2020; Sumantri & Sukartaatmadja, 2022) found no
significant effect. Regarding DER, research by Dewi and Suwarno (2022), Hidayati et al.
(2023), Khasanah and Suwarti (2022); Prianda et al. (2022); and Tumandung et al. (2017)
reported a significant influence, while other studies (Candra & Wardani, 2021; Lutfiah &
Soegoto, 2020; Nadella & Nugroho, 2022; Setiawan & Sumantri, 2020) documented no effect.
As for TATO, research by Khasanah and Suwarti (2022), Prima and Ismawati (2019), Sumantri
and Sukartaatmadja (2022) indicated an influence on stock prices, whereas studies by Albertus
(2021), Candra and Wardani (2021), Hidayati et al. (2023), Nadella and Nugroho (2022), and
Tumandung et al. (2017) found no influence.

The inconsistency in research findings regarding the effect of financial ratios on stock
prices suggests a relationship that is context-dependent. This condition is relevant for re-
examination within retail companies, particularly during the pre- and post-COVID-19 period
(2018-2022). Accordingly, beyond validating the impact of financial ratios, this study also
provides empirical evidence to investors regarding fundamental company indicators in
explaining stock price movements under crisis conditions.

LITERATURE REVIEW
Grand Theory: Signalling Theory

According to Spence in Milenia and Muid (2022), signalling theory refers to signals
received by investors from management regarding information that is relevant to investors. The
signalling theory emphasizes the importance of information from the company to external
parties, thereby creating information symmetry to support decision-making. When information
1s announced to all investors, it is first analyzed to determine whether it constitutes favorable
or unfavorable information.
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Investors make decisions by analyzing financial ratios—namely ROA, DER, and
TATO—in relation to stock prices. These ratios are contained in financial statements, allowing
investors to obtain an overview of the company's financial condition and management. Thus,
signalling theory can serve as a reference for investors in decision-making by considering the
financial information available in financial statements, thereby eliminating information
asymmetry and enabling both parties to obtain benefits.

Stock Price

According to Nadella and Nugroho (2022), stock price represents an illustration of a
company's performance in conducting its business at present or in the future; therefore, it is
important for investors in surveying a company. Stock price is the price determined by market
participants and occurs in the stock exchange at a specific point in time (Nadia & Susila, 2021).
Stock prices are formed through the supply and demand system in the capital market (Nazariah
& Maulida, 2021).

Stock Analysis: Technical Analysis and Fundamental Analysis

Investment valuation analysis consists of technical analysis and fundamental analysis.
According to Mada (2022), technical analysis is an examination used to assess investments and
trading probabilities based on statistical trends. Technical analysis aims to identify stock price
movements through pattern lines and price changes that occur. Meanwhile, fundamental
analysis is a technique for analyzing various factors such as company performance, business
competition, industry conditions, the economy, and macro-micro markets to understand the
company's condition (Mada, 2022). There are two approaches to conducting fundamental
analysis: the Top Down Approach and financial ratio analysis. The Top Down Approach is
carried out by analyzing the country's economic conditions from macro to micro levels.
Financial ratio analysis, on the other hand, is performed by examining financial ratios.

This study employs fundamental analysis by examining financial ratios, namely ROA,
DER, and TATO. According to Kasmir (2018), ROA is a ratio that indicates the return on total
assets used within the company. The ROA calculation formula can be expressed as follows:
Earning After Interest and Tax

Total Assets @

Meanwhile, according to Kasmir (2018), DER can be obtained by comparing total
debt—including current liabilities—with total equity. This ratio is used to determine the
proportion of borrowed funds relative to the company's own equity. The DER calculation
formula can be expressed as follows:

Return on asset (ROA) =

] ) Total Liabilites
Debt to equity ratio (DER) = Total Equity (2)

Furthermore, TATO is a ratio used to measure the turnover of all assets owned by the
company and to measure the amount of sales generated per rupiah of assets. This ratio is used
to determine the level of sales generated from the company's asset utilization. The TATO
calculation formula can be expressed as follows:

Sales

Total Asset T TATO) = ————
otal Asset Turnover ( ) Total Assets

Research Hypotheses

Based on the problem formulation, previous research, and theoretical framework
described earlier, the following hypotheses are proposed:

Return on Assets reflects the level of net income relative to company assets. Based on
the studies of Dewi and Suwarno (2022), Khasanah and Suwarti (2022), Nadella and Nugroho
(2022), and Setiawan and Sumantri (2020), ROA was found to influence stock price.
Conversely, research by Rusdiyanto et al. (2020), Prianda et al. (2022), Lutfiah and Soegoto
(2020), Junaedi and Winata (2021), Hisbullah (2021), and Sumantri and Sukartaatmadja (2022)

(3)
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indicated that ROA does not influence stock price. Based on these considerations, the research
hypothesis is formulated as follows:
Hi: Return on Assets has a significant influence on stock price.

Debt to Equity Ratio reflects the level of debt relative to company equity. Based on
research by Khasanah and Suwarti (2022), Dewi and Suwarno (2022), Prianda et al. (2022),
Hidayati and Albertus (2023), and Tumandung et al. (2017), DER was found to influence stock
price. Conversely, studies by Nadella and Nugroho (2022), Setiawan and Sumantri (2020),
Rusdiyanto et al. (2020), Lutfiah and Soegoto (2020), and Candra and Wardani (2021) indicated
that DER does not influence stock price. Based on these considerations, the research hypothesis
is formulated as follows:

Ha: Debt to Equity Ratio has a significant influence on stock price.

Total Asset Turnover Ratio reflects the ratio of net sales to total company assets. Based
on research by Khasanah and Suwarti (2022), Sumantri and Sukartaatmadja (2022), and Prima
and Ismawati (2019), TATO was found to influence stock price. Conversely, studies by Nadella
and Nugroho (2022), Hidayati and Albertus (2023), Albertus (2021), Tumandung et al. (2017),
and Candra and Wardani (2021) indicated that TATO does not influence stock price. Based on
these considerations, the research hypothesis is formulated as follows:

Hs: Total Asset Turnover Ratio has a significant influence on stock price.

METHODS

This study employs a quantitative research model with a secondary data approach. The
secondary data were obtained from the annual financial reports of retail companies listed on the
Indonesia Stock Exchange (IDX) for the period 2018-2022, totaling 29 companies. From the
total population, the sample was selected using purposive sampling, a technique for determining
samples based on specific considerations. The sampling criteria applied were as follows:

1. Retail companies that maintained complete financial statements throughout the research

period (2018-2022).

2. Retail companies that had been listed on the Indonesia Stock Exchange continuously

from 2018 to 2022.

Based on these criteria, a final sample of 16 companies was obtained for a 5-year
observation period. Data processing in this study utilized panel data regression analysis. Panel
data regression was performed using EViews 12 software.

Table 1. Definition and Operational Variable

No. Variable Measurement Scale

1 Return on asset (X1) Earning After Interest and Tax Ratio
Total Assets

2 Debt to equity ratio (Xz) Total Liabilites Ratio
Total Equity

3 Total Asset Turnover (Xs) Sales Ratio
Total Assets

4 Stock Price (Y) Ln (Closing stock price) Ratio

Source: Previous studies

RESULTS AND DISCUSSION
Panel Data Regression Model Selection

Panel data regression model selection was conducted using the Chow test, Hausman
test, and Lagrange Multiplier (LM) test. The Chow test results in Table 2 indicate that the Fixed
Effects Model (FEM) is more appropriate for estimating panel data compared to the Common
Effects Model (CEM). On the other hand, the Hausman test results suggest that the Random
Effects Model (REM) is superior to FEM, necessitating a further test using the Lagrange
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Multiplier test. Finally, the Lagrange Multiplier test indicates that the REM is more suitable

than the CEM. Therefore, the REM was selected as the estimation model for this study.

Classical assumption tests are not required for panel regression models estimated using REM.
Table 2. Panel Model Selection Test

Panel Test F Stat Chi Stat P value Conclusion
Chow Test 29.62 0.000 FEM is better than CEM
BP LM Test 103.59 0.000 REM effect is better than CEM
Hausman 3.38 0.337 REM effect is better than FEM

Source: Data processing
Regression Equation Estimation
The random effects model yields the following regression equation:

Y =6.552 + 0.208X; — 0.022X, + 0.027X; 4)
Notation:
X1 = ROA
X2 =DER
Xs =TATO
Y = Stock Price

Based on the regression equation, the following analysis can be conducted:

a. The constant value of 6.552 indicates that, in the absence of ROA, DER, and TATO
variables, the Stock Price variable will increase by 655.2%.

b. The coefficient of the ROA variable is 0.208, meaning that if ROA increases by 1%,
stock price will increase by 20.8% while other variables remain constant. Conversely,
if ROA decreases by 1%, stock price will decrease by 20.8% while other variables
remain constant.

c. The coefficient of the DER variable is —0.022, meaning that if DER increases by 1%,
stock price will decrease by 2.2% while other variables remain constant. Conversely, if
DER decreases by 1%, stock price will increase by 2.5% while other variables remain
constant.

d. The coefficient of the TATO variable is 0.027, meaning that if TATO increases by 1%,
stock price will increase by 2.7% while other variables remain constant. Conversely, if
TATO decreases by 1%, stock price will decrease by 2.7% while other variables remain

constant.
Hypothesis Testing
Table 3. Regression Test Results
Variable Random
Estimate t-Statistic Prob
C 6.552 20.843 0.000
ROA (X1) 0.208 2.448 0.017
DER (X2) -0.022 -1.268 0.209
TATO (X5) 0.027 1.230 0.223
R Square 0.114
F/Chi 3.272
Prob.F/Chi 0.026

Source: Data processing
The partial test results in Table 3 indicate the partial influence of independent variables
on the dependent variable as follows:
a. The t-test result for variable X yields a calculated t-value of 2.448 > 1.99 (table t) and
a significance value of 0.017 <0.05, meaning that variable Xi has a significant influence
on the stock price of retail companies during 2018-2022;
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b. The t-test result for variable X yields a calculated t-value of 1.268 < 1.99 (table t) and

a significance value of 0.209 > 0.05, meaning that variable X> does not influence the

stock price of retail companies during 2018-2022;

c. The t-test result for variable X; yields a calculated t-value of 1.230 < 1.99 (table t) and

a significance value of 0.223 > 0.05, meaning that variable X5 does not influence the

stock price of retail companies during 2018-2022.

Meanwhile, the F-test result indicates the simultaneous influence of independent
variables on the dependent variable. The calculated F-value is 3.27 > 2.73 (table F) with a
significance value of 0.026 < 0.05, meaning that variables Xi, X», and X5 simultaneously have
a significant influence on the stock price of retail companies during 2018-2022. The R-squared
value is 0.114 or 11.4%. This coefficient of determination indicates that the independent
variables consisting of ROA, DER, and TATO are able to explain 11.44% of the variation in
retail company stock prices during 2018-2022, while the remaining 88.56% is explained by
other variables not included in this research model.

Discussion of Research Results

The research result for the ROA variable on the stock price of retail companies during
2018-2022 indicates that Return on Assets has a significant influence on stock price. This
finding suggests that retail investors in Indonesia tend to respond to corporate profitability
performance—as reflected in asset utilization efficiency—as a fundamental signal in
investment decision-making. This result is supported by the studies of Nadella and Nugroho
(2022), Khasanah and Suwarti (2022), Dewi and Suwarno (2022), and Setiawan and Sumantri
(2020), which reported that ROA influences stock price. However, this finding is not supported
by Rusdiyanto et al. (2020), Prianda et al. (2022), Lutfiah and Soegoto (2020), Junaedi and
Winata (2021), Hisbullah (2021), and Sumantri and Sukartaatmadja (2022), whose results
indicated that ROA does not influence stock price.

The research result for the DER variable on the stock price of retail companies during
2018-2022 indicates that Debt to Equity Ratio does not have a significant influence on stock
price. This result is supported by the studies of Nadella and Nugroho (2022), Setiawan and
Sumantri (2020), Rusdiyanto et al. (2020), Lutfiah and Soegoto (2020), and Candra and
Wardani (2021), which reported that DER does not influence stock price. However, this finding
is not supported by Khasanah and Suwarti (2022), Dewi and Suwarno (2022), Prianda et al.
(2022), Hidayati and Albertus (2023), and Tumandung et al. (2017), whose results indicated
that DER influences stock price.

The research result for the TATO variable on the stock price of retail companies during
2018-2022 indicates that Total Asset Turnover Ratio does not influence stock price. This result
1s supported by Nadella and Nugroho (2022), Hidayati and Albertus (2023), Albertus (2021),
Tumandung et al. (2017), and Candra and Wardani (2021), which reported that TATO does not
influence stock price. However, this finding is not supported by the studies of Khasanah and
Suwarti (2022), Sumantri and Sukartaatmadja (2022), and Prima and Ismawati (2019), whose
results indicated that TATO influences stock price.

CONCLUSION

Based on panel data regression analysis of 16 retail companies listed on the Indonesia
Stock Exchange during the 2018-2022 period, this study concludes that Return on Assets
(ROA) is the only financial ratio that exerts a significant partial influence on stock price.
Conversely, Debt to Equity Ratio (DER) and Total Asset Turnover Ratio (TATO) did not
demonstrate significant partial effects. Simultaneously, the three financial ratios collectively
exhibited a significant influence on stock price variation, albeit with limited explanatory power
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(R-squared = 11.4%), suggesting that non-financial factors play a dominant role in determining
stock prices within the retail sector.
Recommendations

For investors, these findings recommend utilizing ROA as the primary indicator in
fundamental analysis of retail stocks, while simultaneously considering macroeconomic factors
not captured within this model. For retail company management, enhancing operational
efficiency may serve as a strategic approach to improve long-term investment attractiveness.
For future research, it is advisable to extend the observation period to capture a complete
business cycle, as well as to compare findings across other sectors to test the generalizability of
financial ratio effects across differing industrial characteristics.
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