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Abstract: The growth of the construction sector in Indonesia has indirectly contributed to the 

growth in the performance of construction companies. This construction performance growth has 

an impact on stock price movements, apart from the influence of demand and supply of shares. 

The condition of fluctuating stock price movements requires investors to analyze financial 

statements before making investment decisions. To find out how the stock price performance can 

be done by measuring stock returns. In connection with these conditions, the purpose of this 

study is to analyze the effect of ROE, DER, CR, PBV and TATO on stock returns in construction 

companies listed on the IDX in 2015 - 2019. This research is included in the category of 

comparative causal research. The number of samples used in this study were 13 sample 

companies, with the sampling technique using purposive sampling. The type of data in this study 

is secondary data taken by the documentation method at Yahoo Finance. The data analysis 

method uses panel data regression analysis assisted by the Eviews 9.0 software. The results of the 

study partially show that ROE; DER, CR, PBV, and TATO have a positive and significant effect 

on stock returns. In addition, ROE, DER, CR, PBV, and TATO simultaneously have a significant 

effect on stock returns. 

 
Keywords: Financial Ratio, DER, CR, PBV, ROE, TATO, Stock Returns, Construction 

Company 

  

INTRODUCTION 
Based on the Presidential Regulation on National Strategic Projects and the Presidential 

Regulation on the Development and Development of Domestic Oil Refineries in 8 Economic 

Policy Packages issued by the end of 2015, it has had an impact on many national developments 

(kppip.go.id, 2018). However, until the end of November 2017 the completion of the PSN 

(National Strategic Project) had not yet reached 50%, the Coordinating Ministry for Economic 
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Affairs noted that only four of the 254 projects on the PSN list had been completed. With these 

conditions the government accelerates development, according to President Rules No. 3 year 

2016 regarding the Acceleration of National Strategic Project Implementation and Instruction 

President No. 6 year 2016 regarding the Acceleration of National Strategic Projects (kppip.go.id, 

2018). This condition is indirectly considered to be beneficial to the issuer as shown by the 

increase in company revenue and the contribution of the construction sector to economic growth, 

as shown in Figure 1.. 
 

 
Figure 1. Graph of the construction sector's contribution to economic growth 

Source: Badan Pusat Statistik, 2019 

 

During 2015 to 2018, the construction sector was recorded as one of the sectors that had a 

positive impact on economic growth. Based on data from the Central Statistics Agency, 

Indonesia's economic growth in 2015 was 10.21%, which then increased by 0.9% to 10.38% in 

2016 (Central Bureau of Statistics, 2019). Although in 2017 the contribution of the construction 

sector remained at 10.38%, in 2018 there was an increase of 0.15% to 10.53% (Central Statistics 

Agency, 2019). The percentage of this contribution continues to increase until the first quarter of 

2019 to 10.75% (Central Statistics Agency, 2019), where this figure has increased quite 

significantly compared to the position four years ago which was still in the range of 9% (Central 

Statistics Agency, 2019). 

An increase in company revenue will affect the increase in company performance as seen 

through stock price movements. The share price shows the achievements of the company or 

issuer. Stock price movements are directly proportional to company performance movements 

(Novasari, 2013), where company performance reflects firm value. Thus, the high company value 

will affect the increase in stock prices, and vice versa. 
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Figure 2. Chart of the closing share price of construction sector companies in 2015-2019 

Source : (Yahoo Finance, 2019; BEI, 2019) 

 

Figure 2 shows that stock price movements are volatile, influenced by internal and 

external factors. Internal factors come from the company, such as projections of company 

performance, corporate actions and so on, while external factors come from outside the 

company, such as economic stability, market manipulation, government policies, market 

supply and demand. (Financial Fervices Authority, 2017; Verawati and Pratiwi, 2016). Due 

to the fluctuating stock price conditions, analysis of financial statements is needed to ensure 

the safety of funds invested by investors. To measure the stock performance of construction 

sector companies, this research uses a stock return proxy to measure stock performance, 

because the stock price when the analysis is carried out will cause research bias. One of the 

financial statement analysis techniques that can be used is financial ratios. There are 5 types 

of financial ratios, but in this study only 5 types of financial ratios are used, including 

Current Ratio, Debt to Equit Ratio, Return to Equity Ratio, Price Book Value, and Total 

Asset Turn Over. 

Based on the background that has been described, this shows that there is 

inconsistency in the results of previous studies. Therefore, the purpose of this study is to 

analyze the effect of financial ratios as proxied by ROE, DER, CR, PBV, and TATO on stock 

returns. This study contributes to enriching the research literature, as well as providing 

information about the factors that influence stock prices so that it can be a reference for 

determining investor policies to buy stocks. This study was analyzed using the panel data 

regression analysis method on 13 samples of construction companies listed on the IDX in 

2015 - 2019. The articles in this study are organized into several sections including part 1 

Introduction; section 2 Literature review; section 3 Research methods and analysis of 

research concepts; section 4 Research results; section 5 Research discussion; section 6 

Conclusions and further research. 
 

LITERATURE REVIEW 
In order to developing research hypotheses and concepts, some literature reviews are 

needed related to the research concept. The current ratio is a measuring tool in the liquidity 

ratio used to determine how the company's ability to meet its short-term obligations 

(Subramanyam and John, 2010). Current ratio is calculated by dividing current assets by 

current liabilities. The greater the ratio of current assets to current liabilities, the greater the 

company's ability to meet the company's operational needs, especially working capital, which 

is very important for maintaining financial performance (Imelda, et al, 2018). This shows that 

the better the current ratio value, the more liquid the company is, thus giving a positive signal 

to investors to buy shares. This situation will indirectly affect the increase in share prices. 

According to research by Imelda et al (2018), the current ratio has a positive and significant 

effect on stock prices in property and real estate companies with a significance value of 0.02 

<0.05. However, other research shows that the current ratio has no positive and significant 

effect on stock prices (Deitiana, 2013; Trisnawati, 2012). This situation also shows that the 

size of the current ratio value has no effect on stock prices. 

 

Current ratio has a significant effect on stock returns 
According to Fahlev (2013), solvency measures how much debt is used in company 

spending. There are several measuring instruments for solvency ratio, one of which is the 

debt to equity ratio (DER). Dept to equity ratio is calculated by total debt compared to 

shareholder equity. The DER ratio provides information on the proportion of providers of 
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funds between shareholders and creditors (Darsono, 2005: 54). The lower the DER value, 

indicating that funding through shareholders is getting smaller, so that the risk borne by 

investors is getting smaller and can increase the share price (Trisnawati, 2012). This situation 

is in line with research conducted by Novasari (2013) which shows that DER affects stock 

prices in textile companies listed on the IDX in 2009-2011. Other research shows that DER 

has a negative and insignificant effect on stock prices (Amandan, 2012; Trisnawati, 2013; 

Patriawan, 2011). 

 

Dept to equity ratio (DER) significantly influence stock returns 
Return on Equity is one of the profitability ratios that measures the company's ability 

to get a return on shareholder investment (Imelda, et al, 2018). The higher the ROE value, the 

more efficient the company uses its own capital to generate profits (Brigham, 2001). This 

situation will give a positive signal to investors to buy shares, because the company will get 

promising profits in the future, so that this situation will encourage share prices to rise. Thus, 

Return on equity (ROE) has a significant positive effect on stock prices (Nugraha and 

Sudaryanto, 2016). In the research of Trisnawati (2013) and Patriawan (2011), the results 

show that ROE has a negative and insignificant effect on stock prices. 

 

Return on equity (ROE) significantly influence stock returns 

The market value ratio is also known as the stock ratio. One of the tools to measure 

the market value ratio is the price book value (EPS). Price book value (PBV) is a ratio used 

to measure stocks in undervalued or overvalued conditions (Suselo, et al, 2015), which is 

calculated by comparing the stock price to the company's book value. Companies that have a 

good PBV value, with a PBV value greater than one indicate that the company's performance 

is very good (Asmi, 2014). Thus, the higher the PBV ratio of a company, the higher the 

company's performance, which in turn has an impact on the company's stock price. This 

question is in line with several previous studies which show that price book value (PBV) has 

a positive and significant effect on stock prices (Suselo, et al, 2015; Sha, 2015; Asmi, 2014; 

Dewi and Suaryana, 2013). 

 

Price Book Value (PBV) significantly influence stock returns 

According to Putra, et al. (2013) Total assets turnover ratio is a measure of the extent 

to which these assets have been used in company activities or show how many times the 

Operating Assets rotates in a certain period. Total assets turnover ratio is one of the proxies 

of the activity ratio used to measure the efficiency level of the company's asset management. 

Efficient asset management will have an impact on increasing company profits, which then 

become a sign for investors (Z., 2017). With this signal, it will attract investors to buy shares 

of the company. There are several studies which state that total assets turnover has a 

significant. 

Total Assets Turnover (TOTA) significantly influence stock returns 

RESEARCH METHODS 
Based on the research objectives, namely to determine the effect of ROE, DER, CR, 

TATO and PBV on stock returns, the type of research used is causal comparative research 

(Causal Comparative Research). This research was conducted to compare the similarities and 

differences of two or more facts and the properties of the object under study based on a 

certain frame of mind, as shown in Figure 3.In this study, the variables were still independent 

but for samples of more than one or more samples. different times. 
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The data in this study is secondary data which refers to the research population of 19 

construction companies listed on the Indonesia Stock Exchange for the period 2015-2019. 

Sampling was done by using purposive sampling method. According to Sugiyono (2010), 

purposive sampling is a technique for determining research samples with certain 

considerations that aim to make the data obtained more representative. There are several 

criteria determined by sampling, including (1) construction companies listed on the Indonesia 

Stock Exchange for the period 2015-2019; (2) construction companies that have IPO after 

2015. Based on these criteria, the final sample of research is 13 construction companies, 

including Acset Indonusa Tbk (ACST), Adhi Karya (Persero) Tbk (ADHI), Bukit Darmo 

Property Tbk (BKDP). , Duta Graha Indah Tbk (DGIK), Indonesia Pondasi raya Tbk (IDPR), 

Jaya Konstruksi Manggala Pratama Tbk (JPON), Hanson International Tbk (MYRX), Nusa 

Raya Cipta Tbk (NRCA), Housing Development (Persero) Tbk (PTPP) , Surya Semesta 

Internusa Tbk (SSIA), Total Bangun Persada Tbk (TOTL), Wijaya Karya (Persero) Tbk 

(WIKA), and Waskita Karya (Persero) Tbk (WSKT). 

The data collection technique used in this research is documentation data. 

Documentation data are the company's financial reports that are downloaded from the 

Indonesia Stock Exchange and the company's website. In addition, data collection was also 

carried out through books, journals and papers related to this research, with the aim of 

obtaining a theoretical basis and analytical techniques in solving problems. The data analysis 

method used in this research is panel data regression analysis. According to Basuki (2017) 

panel data regression is a regression technique that combines time series data with cross-

section data. Several stages were carried out before the panel data analysis was carried out, 

including descriptive analysis, stationary test or outlier test, determining the panel data 

regression model, classical assumption test, and hypothesis testing assisted by Eviews 9.0 

software. 

 

FINDINGS AND DISCUSSION 

a. Variable Descriptive Analysis 

Descriptive data in table 1 provides an overview of the research variables, so the 

researcher will describe in detail the data used as variables grouped in descriptive statistics. 

The ROE value ranges from -3,951 to 0.277, with the highest value from Surya Semesta 

Internusa in 2017 and the lowest value from Acset Indonusa in 2019. The standard deviation 

value of the ROE variable is 0.532. The DER value ranges from 0.232 to 35.466, with the 

highest value from Acset Indonusa in 2019 and the lowest value from Hanson International in 

2016 and a standard deviation value for DER of 4.501. The CR value ranges from 0.208 to 

2.368, with the highest value from Surya Semesta Internusa in 2019 and the lowest value 

from Bukit Darmo Property in 2016 and the standard deviation value of the CR variable is 

ROE 

DER 

CR 

TATO 

PBV 

 

Stock Return 

 

Figure 3. Research Method 
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0.452. TATO values range from 0.010 to 1.805, with the highest score from Nusa Raya Cipta 

in 2015 and the lowest value from Hanson International in 2015 with a standard deviation 

value of the TATO variable being 0.365. PBV values ranged from 0.112 to 7.047, with the 

highest value from Jaya Konstruksi Mandala Pratama in 2015 and the lowest value from 

Hanson International in 2015 and a standard deviation value of 1.187. The value of Stock 

Returns ranges from -0.633 to 0.918, with the highest value from Bukit Darmo Property in 

2015 and the lowest value from Hanson International in 2015. The standard deviation value 

of the Stock Return variable is 1.187. 

 

Deskriptif ROE DER CR TATO PBV Return Saham 

Mean 0.002 2.234 1.305 0.576 1.406 -0.107 

Median 0.091 1.402 1.351 0.527 0.940 -0.131 

Maximum 0.277 35.466 2.368 1.805 7.047 0.918 

Minimum -3.951 0.232 0.208 0.010 0.112 -0.633 

Std. Dev. 0.532 4.501 0.452 0.365 1.187 0.266 

       

Observations 60 60 60 60 60 60 

Sumber: Hasil analisa penulis (2020) 

b. Panel Regression Model Determination 

To select the appropriate regression model used in this study. There are three 

alternative methods used for testing the regression model to obtain a good model, namely 

methods with common effect models, fixed effect models and random effect models. After 

calculating the three alternative models, then selecting among the three alternative models is 

carried out to obtain the right model through the Chow test, Hausman test, Langrange 

Multiplier model test. The results of selecting the panel data regression model using the 

common effect model are shown in Table 2. 

 

Table 2 Conclusion Selection of Panel Data Regression Model 

Dependent 

Variable 

Independent 

Variable 

Chow Model 

test 

Hausman Model 

Test 
LM Model Test Conclusion 

Stock 

Return  

ROE, DER, 

CR, TATO, 

PBV 

Prob. > α, H0 

accepted use 

Common 

Effect Model 

Prob. > α, H1 

accepted use 

Random Effect 

Model 

Prob. > α, H0 

accepted use 

Common 

Effect Model 

accepted use 

Common Effect 

Model 

Source: The results of the analysis using Eviews 9.0. 
 

 

 

 

c. Data Regression Analysis Panel 

Simultaneous Test 

Table 3 Results of the F-Test Analysis of the Path Diagram Model 

Diagram Model Dependent Variable 
Independent 

Variable 

F-Statistics 

Value 
Prob. 

Structure Diagram 

Model 
Stock Return 

ROE, DER, CR, 

TATO, PBV 
52.7413 0.00000* 

*α : 0.05 

Source: The results of the analysis using Eviews 9.0 
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Based on table 3 above, it is known that RETURN (Y) as the dependent variable has a 

value of F = 52.7413, and a value of Prob. = 0.0000. While the value of F table with df = n-k-

1 = 54, and k = 5, the value of F = 2.39 is obtained, it can be seen that the value of F Statistic 

= 52.74> F table value = 2.39. Therefore H0 Reject, this means that the independent 

variables together have a significant effect on the dependent variable. 

 

d. Determination Coefficient Test ( R2) 

Table 4 Results of the Model Determination Coefficient 

Model Diagram 
Dependent 

Variable 

Independent 

Variable 
 R-Square Adjusted R-Squared 

Structure Diagram 

Model 
Stock Return 

ROE, DER, CR, 

TATO, PBV 
0.8300 0.8143 

Source: The results of the analysis using Eviews 9.0 

 

Based on table 4 above, it is known that the Adjusted R-Squared value = 0.8143. This 

shows that 81.43% of stock returns are influenced by variables ROE (X1), DER (X2), CR 

(X3), TATO (X4), PBV (X5), while the rest (100 % - 81,43%) that is 18,57%, Stock returns 

are influenced by other factors outside of this study. Meanwhile, the path coefficient for other 

variables outside the research is equal to 𝜀3 =  √1 − 𝑅² = √1 − 0,8300 = √0,1700 = 0,4122. 

 

e. Hypothesis test (t test) 

This research hypothesis testing using the t test. The t test was conducted to determine 

the influence of each independent variable individually on the dependent variable. The results 

of hypothesis testing are as shown in table 5. 

 

Table 5 Hypothesis Testing Relationships between variables 

Relationship Between 

Variables 
Coefficient T Statistics Prob. Conclusion 

ROE -> Stock Return 0.3605 2.020 0.048 Has a Positive Significant Effect 

DER -> Stock Return 0.2801 2.074 0.043 Has a Positive Significant Effect 

CR -> Stock Return 0.2235 2.214 0.031 Has a Positive Significant Effect 

TATO -> Stock Return 0.1361 2.853 0.006 Has a Positive Significant Effect 

PBV -> Stock Return 0.2606 2.367 0.022 Has a Positive Significant Effect 
*α : 0.05 

Source: The results of the analysis using Eviews 9.0 
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The regression interpretation from the table above shows the panel data regression model 

equation as follows: 

 

Y = -0,0892 + 0,3605 X1 + 0,2801 X2 + 0,2235 X3 + 0,1361 X4+ 0,2606 X5 

 

Information: 

Y  = Dependent Variable (Stock price) 

X1 = Independent Variable 1 (Return on Equity) 

X2 = Independent Variable 2 (Debt to Equity Ratio) 

X3 = Independent Variable 3 (Current Ratio) 

X4 = Independent Variable 4 (Total Asset Turnover) 

X5 = Independent Variable 4 (Price to Book Value) 

 

The results of testing the first hypothesis indicate that the relationship between Return on 

Equity (X1) and Stock Return (Y) is a significant effect with t-count of 2,02 (t-count > t table 

(df=54) = 2,00) Prob value. = 0.048 < α= 0,05. The coefficient value is positive, which is equal to 

0,3605 which shows that the direction of the relationship between Return on Equity (X1) with Stock 

Return (Y) is a positive amount 36,05% the effect. Thus the hypothesis H1 in this study which 

states that “Return on Equity (X1) directly affects the Stock Return (Y)” is accepted. 

The results of testing the second hypothesis indicate that the relationship between Debt to 

Equity Ratio (X2) with Stock Return (Y) is significant with t-count of  2,074 (t-count > t table 

(df=54) = 2,00) Prob vslue. = 0.043 < α = 0,05. he coefficient value is positive, which is equal to 

0,2801 which indicates that the direction of the relationship between Debt to Equity Ratio (X2) with 

Stock Return (Y) is a positive amount 28,01% the effect. Thus the H2 hypothesis in this study 

which states that “Debt to Equity Ratio (X2) directly affects the Stock Return (Y)” is accepted. 

The third hypothesis testing shows that the relationship between Current Ratio (X3) and 

Stock Return (Y) is significant with a t-count of 2,214 (t-count> t table (df = 54) = 2.00) and the 

Prob value. = 0.031 <α = 0.05. The coefficient value is positive, namely 0.2235, which indicates that 

the direction of the relationship between Current Ratio (X3) and Stock Return (Y) is positive at 

22.35%. Thus the hypothesis H3 in this study which states that "Current Ratio (X3) has a direct 

effect on Stock Returns (Y)" is accepted. 

The fourth hypothesis testing shows that the relationship between Total Asset Turnover (X4) 

and Stock Returns (Y) is significant with a t-count of 2.853 (t-count> t table (df = 54) = 2.00) and 

the Prob value. = 0.006 <α = 0.05. The coefficient value is positive, namely 0.1361 which indicates 

that the direction of the relationship between Total Asset Turnover (X4) and Stock Returns (Y) is 

positive at 13.61%. Thus the hypothesis H4 in this study which states that "Total Asset Turnover 

(X4) has a direct effect on Stock Returns (Y)" is accepted. 

The fifth hypothesis testing shows that the relationship between Price to Book Value (X5) 

and Stock Return (Y) is significant with a t-count of 2.367 (t-count> t table (df = 54) = 2.00) and the 

Prob value. = 0.022 <α = 0.05. The coefficient value is positive, namely 0.2606, which indicates that 

the direction of the relationship between Price to Book Value (X5) and Stock Return (Y) is positive 

at 26.06%. Thus the hypothesis H5 in this study which states that "Price to Book Value (X5) has a 

direct effect on Stock Returns (Y)” is accepted. 

 

 

Discussion 

a. Effect of ROE on Stock Returns 

The results of hypothesis testing indicate that return on equity has a positive and significant 

effect on stock returns. The results of this study are in line with the research of Carlo (2014) and 
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Hidajat (2018) which explains that roe has a positive and significant effect on stock returns. 

Previous research also proved that ROE has a positive and significant effect on stock returns, as 

evidenced by the Sig. (p-value) of 0.004 <0.05 and t-count (2.926)> t-table (1.990) (Andansari et al., 

2016). Several previous studies also support the same results that ROE has a positive and significant 

effect on stock returns (Benyamin & Endri, 2019; E Endri, 2019). This shows that the higher the 

ROE value, the greater the profit the company gets. In the context of this research, stock return is a 

proxy for stock performance which is manifested through stock prices, thus, the high and low roe 

values are important information for investors. 

The low ROE value is bad news for investors, it will affect investors' interest in buying 

company shares, because of the low profit generated by the company, and vice versa. In addition, a 

high ROE value also indicates that the company can manage the company's capital efficiently in 

generating profits (Brigham, 2001). However, this study contradicts the research of Aisah & 

Mandala (2016) and Wijaya (2008) which show that partial ROE testing does not have a positive 

and significant effect on stock returns. The level of return on equity does not affect investors in 

making investment decisions, the decline in company returns is not only caused by inefficient capital 

management, but there are also other factors that can affect the decline in stock returns, such as 

company external factors (Aisah & Mandala, 2016). However, ROE is one of the financial ratios 

used in financial statement analysis to explain the financial health condition of a company before 

investors make investment decisions, despite the company's external influences such as economic 

stability, the rupiah exchange rate, and several other economic factors. Thus, good capital 

management is very important for companies as a form of company effort to maximize profits. 

 

b. Effect of DER on Stock Returns 

The results of hypothesis testing indicate that the dept to equity ratio has a positive and 

significant effect on stock returns. The results of this study are in line with several previous studies 

which explain that DER has a positive and significant effect on stock returns (Basalama et al., 2017; 

Bowens & Endri, 2018; Sutriani, 2014). However, this study is not in line with previous research 

which explains that the value of DER does not have a positive effect on stock returns (Benyamin & 

Endri, 2019; D. Endri & Nugraha, 2019; E. Endri, 2018; E Endri, 2019; Endri Endri et al. ., 2019; 

Erari, 2014; Kesuma & Gunadi, 2015; Sugiarto, 2012). The high DER ratio explains that the higher 

the investors bear the risk of the company's liquidity, and this will disrupt the growth of share prices, 

so that investors are less interested in buying stocks with a higher DER value. However, in the case 

of certain companies, such as banks or insurance companies, ratio analysis tends to be larger than 

companies in other sectors, this is because most of the funds they manage are third party funds, 

where the funds are recorded as debt. In other words, investors must really look at the causes of the 

high DER value, whether because of the type of company, high current debt or because of long-term 

debt. 

The DER ratio is formed from the ratio of total debt and total equity. Total debt itself is the 

sum of total current debt and total long-term debt. If the cause of the high DER ratio comes from 

total current debt which is higher than total long-term debt, then this situation is still acceptable, 

because current debt is debt that is formed due to the company's operational activities and is short-

term. However, if the value of the DER ratio is formed due to the total amount of long-term debt, 

then this situation must be watched out for, because high total long-term debt will disrupt the 

company's growth. In addition, the total long-term debt is high, the company will experience 

liquidity problems, which if left unchecked, the company will go bankrupt. Not only that, high total 

short-term debt will suppress company profits due to borrowing costs. Thus, the DER ratio analysis 

is one of the analyzes that investors need to do. 

 

c. Effect of CR on Stock Returns 
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The results of hypothesis testing shown in table 5 explain that the current ratio or CR has a 

positive and significant effect on stock returns. This explains that the ups and downs of the current 

ratio will have a linear effect on the ups and downs of stock returns. The better the CR value, the 

better the company's ability to cover the company's current debt through current asset management, 

and vice versa, the lower the CR value, the more difficult it is for the company to cover the 

company's current debt. In other words, the higher the value of the CR ratio analysis, the more 

secure the company's debts to creditors. 

The low CR ratio indicates that there are several company accounts such as uncollectible 

receivables, unsold inventory, or the length of the company's accounts receivable, so that the 

company has difficulty paying its debts. In addition, a company with a low CR ratio indicates that 

the company is experiencing liquidity problems (Prihantini, 2009). Therefore, investors prefer 

companies with high CR values than low ones. The results of this study are in line with previous 

research which explains that the current ratio has a positive and significant effect on stock returns (E 

Endri, 2019; Prihantini, 2009; Sunardi, 2019). However, this study also contradicts previous 

research which explains that the current ratio has no positive and significant effect on stock returns 

(Aryanti et al., 2016; E. Endri, 2018; Endri Endri et al., 2019; Nurmasari, 2017; Thrisye & Simu, 

2013). 

 

d. Effect of TATO on Stock Return 

Table 5 explains that Total Asset Turnover (TATO) has a positive and significant effect on 

stock returns. Total assets turnover ratio is one of the proxies of the activity ratio used to measure 

the efficiency level of the company's asset management. Total assets turnover ratio is obtained by 

comparing the sales account to total assets. A high TATO value indicates that company management 

can manage all its assets to generate revenue for the company and this in turn is considered to 

increase company profits (Thrisye & Simu, 2013). Efficient asset management will have an impact 

on increasing company profits, which then become a sign for investors (Z., 2017), to invest and then 

have a positive impact on stock prices and stock returns. The results of this study are in line with 

several previous studies which explain that TATO has a positive and significant effect on stock 

returns (Mayfi & Rudianto, 2014; Nuryana, 2013). However, this study also has results with 

previous research which explains that TATO has no positive and significant effect (Asmi, 2014; 

Prabawa & Lukiastuti, 2017; Thrisye & Simu, 2013). 

 

e. The Effect of PBV on Stock Returns 

The results of hypothesis testing in table 5 show that price to book value (PBV) has a 

positive and significant effect on stock returns. This study is in line with the research of Dwialesi et 

al. (2016) who explained that the PBV variable and company size had a significant effect on 

company stock returns on the Kompas 100 index for the 2012-2014 period. Several previous studies 

also explained that the PBV ratio has a positive and significant effect on stock returns (Akbar & 

Herianingrum, 2015; Purnamaningsih & Wirawati, 2014). However, this study is also not in line 

with previous research which explains that the price to book value (PBV) ratio does not have a 

positive and insignificant effect on stock returns (Anisa, 2015). 

Price to book value (PBV) is a ratio used to measure stocks that are undervalued or 

overvalued (Suselo, et al, 2015), which is calculated by comparing the stock price to the company's 

book value. Companies that have a good PBV value, with a PBV value greater than one indicate that 

the company's performance is very good (Asmi, 2014). A high TATO ratio value also indicates that 

market confidence in the company's future prospects is also high (Anisa, 2015). Not only that, a 

PBV value that is greater than one indicates that the company has added value (Purnamaningsih & 

Wirawati, 2014). In other words, the higher the PBV ratio, the higher the stock price, where the 
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higher the company's stock price will have an indirect impact on stock returns. Thus, the analysis of 

the price book value (PBV) ratio can be used as a factor for investors in making decisions. 

 
CONCLUSION AND RECOMMENDATION  

The purpose of this study was to analyze the effect of financial ratios as proxied by ROE, 

DER, CR, PBV, and TATO on stock returns. Empirical testing in this study provides several 

findings. First, the findings in this study indicate that the Return to Equity Ratio (ROE), Dept to 

Equity Ratio (DER), Current Ratio (CR), Price Book to Value (PBV), Total Asset Turnover (TATO) 

partially have a positive and significant effect. to stock returns in construction companies listed on 

the IDX. Second, the results also show that there are financial ratios (ROE, DER, CR, PBV, TATO) 

simultaneously affecting stock returns. Testing in some of these variables shows that the test results 

have results consistent with previous research. Third, 81.43% of Stock Return is influenced by the 

variables ROE (X1), DER (X2), CR (X3), TATO (X4), PBV (X5), while the rest (100% - 81.43%) 

are 18, 57%, Stock Return is influenced by other factors outside of this study. 

This study has limitations that can be improved through further research. First, this research is 

limited to only using the variables ROE, DER, CR, PBV, TATO, so it is necessary to do further 

research using other internal factors that have the possibility of affecting stock returns. Second, the 

sample of this study is limited to construction companies, so it is advisable to use a larger sample or 

to increase the time span of a longer study period to obtain more consistent results than previous 

studies. For investors before buying shares, it is better if you understand the internal factors of each 

company to get information and make decisions in investing the existing funds. Information on the 

ratios in the company's financial statements can reflect the condition of the company. 
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