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ABSTRACT: This study analysis the influence of valuation, financial performance, and macroeconomic 

conditions on the stock returns of manufacturing companies listed on the Indonesia Stock Exchange from the 

first quarter of 2023 to the first quarter of 2024. Utilizing a panel data regression analysis. The analysis was 

conducted using the STATAMP 17 software, the examine key indicators such as Price-Earnings Ratio (PER), 

Price-Book Value (PBV), Net Profit Margin (NPM), Earnings Per Share (EPS), Return on Assets (ROA), 

Return on Equity (ROE), Current Ratio (CR), Gross Domestic Product (GDP), inflation rate, and the Rupiah 

exchange rate. The result of partially that PBV, EPS, ROA, ROE, GDP, and the inflation rate significantly 

impact stock returns, whereas PER, NPM, CR, and the exchange rate do not exhibit a significant effect. The 

results offer valuable insights for investors and policymakers to make informed decisions based on the interplay 

between financial and macroeconomic factors affecting stock performance. The result of simultaneously, the 

model is highly significant, with an R-squared value of 0.8226, indicating that 82.26% of the variability in stock 

returns is explained by the independent variables included in the study, further underscored by the adjusted R-

squared value of 0.8137.  

 

KEYWORDS - Financial Performance, Macroeconomic Conditions, Manufacture Companies, Stock Return, 
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I. INTRODUCTION  
 The headline seasonally adjusted S&P Global Indonesia Manufacturing Purchasing Index (PMI) climbed 

to 54.2 in March 2024 from 52.7 in the previous month, highlighting the fastest improvement in operating 

conditions in nearly two and-a-half years. The data from idx.com indicates that the manufacturing sector in 

Indonesia has a Price-to-Earnings Ratio (PER) of 9.31x, which is the second lowest after the transportation and 

logistics sector. The PER is a metric used to determine the relative value of a company's shares in the market 

compared to its earnings. A high PER can suggest that the stock is overvalued or that investors are expecting high 

growth rates in the future. Conversely, a low PER, like the 9.31x observed in Indonesian manufacturing 

companies, typically suggests that the stock is undervalued, making it potentially attractive to investors looking 

for bargains.  

 The Price-to-Book Value (PBV) ratio for manufacturing companies in Indonesia is reported to be below 

1, specifically at 0.89. The PBV ratio compares a firm's market value to its book value, providing insight into how 

the market values the company's net assets. A PBV below 1 means that the company's stock is trading for less 

than the value of its net assets. From an investment education perspective, a low Price-to-Earnings Ratio (PER) 

combined with a Price-to-Book Value (PBV) below 1 can be seen as a positive signal for several reasons. Firstly, 

stocks with low PERs are often considered undervalued, presenting potential for appreciation if the market 

corrects its valuation [1]. This aligns with value investing principles, where investors seek stocks that are 

undervalued by the market, and a PBV below 1 indicates that investors are paying less for the company‟s assets 

than their actual value, making it an attractive buy signal [2]. Moreover, purchasing stocks at prices lower than 

their book value provides a margin of safety, meaning the investment carries less risk since the stock is already 

trading below its intrinsic value [3]. Lastly, if the low PER and PBV are due to temporary issues rather than 

fundamental problems, there is significant potential for recovery and substantial gains if the company‟s 

performance improves [4]. 

 Profitability levels represent how successfully the firm manages its operations [5]. Long-term investors 

can utilize profitability ratios to determine earnings that will be distributed as dividends [6]. Profitability is one of 

the measuring methods used to assess a company's business success, beginning with the valuation of assets, debt, 

liquidity, and other factors. The company's ability to generate profits in its operations (profitability) is the main 

focus in assessing the company's performance because the company's profit is not only an indicator of the 

company's ability to fulfill its obligations for its funders, it is also an element in the creation of corporate value 

that shows the company's prospects in the future, so it can be used as a basis for investment decisions to measure 

the company's ability to generate a rate of return [7]. Profitability can be measured by Earnings Per Share [8], [9], 
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[10], [11], Net Profit Margin [11], [12], Return on Assets [8], [9], [11], and Return on Equity [8], [9], [11]. The 

liquidity ratio is also an essential aspect in determining corporate value. The liquidity ratio measures the 

company's capacity to satisfy its obligations or pay its short-term debt. In other words, the liquidity ratio is a ratio 

that may be used to determine how well a corporation is able to pay off its short-term commitments that are 

approaching maturity [13]. To pay its short-term obligations, the corporation must have cash or other current 

assets that can be turned into cash quickly [14]. In this study, the CR is chosen as the liquidity ratio. A CR is a 

ratio that measures a company's capacity to fulfill its short-term commitments using all current assets available. In 

other words, this CR shows how much of the company's current assets are available in relation to its total current 

liabilities [15]. 

 Macroeconomic conditions significantly impact stock market performance. Key indicators such as Gross 

Domestic Product (GDP), inflation rate, and the exchange rate influence investor sentiment and economic 

stability. GDP growth reflects the overall economic health, inflation affects purchasing power and cost structures, 

and exchange rate fluctuations can impact international trade and investment flows. The manufacturing sector 

contributes more than 75% to the GDP, indicating its significant impact on the Indonesian economy. This 

substantial contribution makes the manufacturing sector the backbone of the national economy, where its 

development and stability have a direct impact on overall economic growth, employment, and public welfare. 

Therefore, understanding the factors that influence stock return in this sector is crucial for making sound 

investment decisions and formulating effective economic policies. The Indonesian government has undertaken 

various efforts to improve the investment climate, including regulatory reforms, tax incentives, and infrastructure 

improvements. Policies supporting the manufacturing sector, such as streamlining licensing processes and 

enhancing the quality of education and workforce training, can attract more foreign and domestic investments, 

allowing manufacturing companies to thrive, thereby increasing the sector's contribution to GDP. 

The research objectives: 

1. This study will analyze the valuation of manufacture companies listed on the IDX for Q1 2023-Q1 

 2024  

2. This study will analyze the financial performance of manufacture companies listed on the IDX for Q1 

 2023- Q1 2024  

3. This study will analyze the macroeconomic condition Indonesia for Q1 2023- Q1 2024  

4. This study will find the relationship between the valuation, financial performance, and macroeconomic 

 condition with the company's stock return of manufacture companies listed on the Indonesian Stock 

 Exchange for Q1 2023- Q1 2024. 

 

II.  THEORETICAL FOUNDATION  
2.1. Valuation 
 Valuation is a critical financial analysis tool used to determine the worth of an asset, company, or 

investment. It encompasses various methods and metrics to assess a company's value, providing a foundation for 

investment decisions. Valuation methods can be broadly categorized into intrinsic and relative valuation 

techniques. Intrinsic valuation focuses on determining the present value of future cash flows generated by the 

company, commonly using Price-to-book Value and Price-to-Earning Ratio. Relative valuation, on the other 

hand, involves comparing a company's financial metrics to those of similar companies or industry averages to 

gauge its value. Accurate valuation is essential for investors to make informed decisions about buying, holding, 

or selling securities [2]. 

1. Price-to-Earning Ratio 

 The Price to Earnings (P/E) ratio is a widely used valuation measure that compares a company's current 

share price to its earnings per share (EPS). It is calculated by dividing the market price per share by the earnings 

per share. The P/E ratio indicates how much investors are willing to pay for a dollar of earnings. A high P/E 

ratio often suggests that the market expects future growth and is willing to pay a premium for the stock, while a 

low P/E ratio may indicate undervaluation or potential risks. The P/E ratio is a crucial tool for comparing the 

valuation of companies within the same industry and for assessing the attractiveness of a stock relative to its 

peers [4]. The calculation of P/E Ratio is computed as follows. 

 
 ⁄         

                      

                 
 

2. Price-to-Book Value 

The Price to Book Value (PBV) ratio is a valuation metric that compares a company's market price to its book 

value. It is calculated by dividing the stock's market price per share by its book value per share. The PBV ratio 

helps investors assess whether a stock is overvalued or undervalued by comparing the market's perception of a 

company's value to its actual net asset value. A PBV ratio below 1 indicates that the stock is trading for less than 

its book value, suggesting potential undervaluation, while a ratio above 1 implies overvaluation. The PBV ratio 
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is particularly useful for evaluating companies with substantial tangible assets, such as manufacturing firms [1]. 

The calculation of PBV is computed as follows. 

     
                      

                    
 

2.2. Financial Performance 
Financial ratios are used by companies to provide an overview of the company's health condition. For investors 

there are two predominant financial ratios are used as a reference to the condition of a company's performance, 

namely: 1) Profitability and 2) Liquidity. 

1. Profitability 

The purpose of the company's establishment, among other things, is to maximize profit, to prosper the owner of 

the company's shares (wealth of the shareholder), and to maximize the value of the company (market value of 

the firm) reflected in its share price [16]. Increasing the company's value is critical for a corporation since it 

increases the wealth of its owners, which is the fundamental purpose. Maximizing the company's worth entails 

maximizing the current value of all future profits to shareholders, which is long-term focused. Companies that 

go public might have their value reflected in the stock market price. Profitability variables might have an impact 

on a company's value. High profitability suggests a positive corporate outlook, which drives investor demand 

for shares [17]. The investor's good response will boost the share price and value [18]. This study's profitability 

ratios include Earning Per Share (EPS), Return On Assets (ROA), Return On Equity (ROE), and Net Profit 

Margin (NPM). 

The calculation of EPS is computed as follows. 

                   
                                       

                                   
  

The calculation of NPM is computed as follows. 

     
          

       
       

The calculation of ROA is computed as follows. 

     
          

            
 

The calculation of ROE is computed as follows. 

     
          

                   
 

2. Liquidity 

The liquidity ratio is an essential measure of a company's financial health, indicating its ability to meet short-

term obligations. A high liquidity ratio suggests that a company can generate sufficient cash from ongoing 

operations [19]. However, liquidity ratios only consider current assets, which may limit their effectiveness [20]. 

These ratios can serve as early warning signals for cash flow issues and potential firm failure, as indicated by a 

low or declining liquidity ratio [21]. The current ratio (CR) is particularly significant, as it evaluates cash and 

near-cash assets, providing a stringent test of liquidity [20]. The calculation of CR is computed as follows. 

              
              

                   
 

2.3. Macroeconomic Condition 
Macroeconomic conditions encompass a range of economic indicators that reflect the health and dynamics of an 

economy, such as unemployment rates, national income, and price levels. These conditions influence and are 

influenced by fiscal and monetary policies, global economic events, and domestic market activities. 

Understanding these conditions allows policymakers to implement measures that stabilize or stimulate economic 

growth. Assessing macroeconomic conditions is crucial for formulating effective economic policies that 

enhance overall economic performance [22]. There are three metric of macroeconomic condition, such as:  

1. Gross Domestic Product 

 GDP is a comprehensive measure of a country's economic activity, representing the total value of all 

goods and services produced over a specific period. It is a critical indicator of economic health, as it reflects the 

economy's size and growth rate. GDP can be measured using various approaches, including production, income, 

and expenditure methods. Each method provides insights into different aspects of the economy, such as 

consumer spending, business investment, and government expenditure. As noted by Mankiw (2020), GDP 

serves as a primary indicator for evaluating economic performance and comparing it across different time 

periods or economies. The calculation of GDP is computed as follows. 

                                   

where C is consumption, I is investment, G is government spending, X is exports, and M is imports [22]. 

2. Inflation rate 

 Inflation measures the rate at which the general level of prices for goods and services rises, eroding 

purchasing power. It is typically calculated using indices like the Consumer Price Index (CPI) or the Producer 
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Price Index (PPI). Inflation can result from demand-pull factors, where demand exceeds supply, or cost-push 

factors, where production costs rise. Controlling inflation is a primary goal of monetary policy, as high inflation 

can lead to economic instability, while deflation can signal economic stagnation. Mishkin (2007) emphasizes 

that understanding inflation dynamics is crucial for maintaining economic stability and ensuring sustainable 

growth. The calculation of Inflation Rate is computed as follows. 

               
                      

           
     

3. Exchange rate rupiah 

The exchange rate reflects the value of one currency relative to another and plays a significant role in 

international trade and finance. It affects the competitiveness of a country's goods and services in the global 

market and influences capital flows. Factors affecting exchange rates include interest rate differentials, 

economic performance, and geopolitical stability. Exchange rate fluctuations can impact inflation, export and 

import levels, and overall economic growth. Highlight that exchange rate management is essential for 

maintaining economic stability and fostering international trade relations. The calculation of Exchange Rate is 

computed as follows . 

              
                

 
 

2.4. Stock Return 
 Return can be used to assess the success of a corporation [25]. Investors desire to buy shares so that 

they can profit from stock returns. Stock returns are the returns that investors earn for investing in publicly 

traded corporations. The number of investors that buy shares boosts the stock price and returns. There are two 

sorts of stock returns: yield or dividend and capital gain (loss). Yield is a component of return that depicts the 

flow of cash or income that may be generated on a regular basis from an investment [26], if investors invest in 

stocks, the amount of yield is represented in the amount of dividends received, whereas capital gain (loss) 

represents a rise. Decrease the price of securities that can generate profits (losses) for investors [26]. Stock 

Return is the level of profit enjoyed by investors on an investment [27]. This study uses capital gain (loss) 

because investors are required to be active in carrying out activities in the stock market and have the ability in 

technical analysis which is useful for getting big profits, while this study does not choose to use yield 

(dividends) because investors are more passive, just waiting. companies to distribute profits in the form of 

dividends and investors must have sufficient capital to invest in the company. The calculation of Stock Return is 

computed as follows 

             
                                       

               
      

 

III.  RESEARCH METHOD 
 
 This study falls under the category of descriptive research and hypothesis testing. In this study, sample 

selection is chosen using a purposive sampling approach, in which data is altered based on the criteria 

established. (1) Companies registered on the Indonesian Stock Exchange; and (2) Companies that completed 

annual reports between Q1 2023 and Q1 2024. This study makes use of secondary data. This study's literature 

reviews refer to  [21], as well as other related books and periodicals. Investing.com is a source for stock price 

and dividend information. GDP, inflation, and the rupiah exchange rate are all available at bps.go.id and 

bi.go.id. The author will evaluate the company's financial performance using valuation indicators (PER and 

PBV) and financial ratios (EPS, NPM, ROA, and ROA). This study will also look at the relationship between 

the company's financial performance (by valuation and financial ratio analysis) and its stock return condition. 

The method used to detect this link is panel data regression, and the statistical instrument is StataMP 17. 

 The conceptual framework outlines the impact of various financial and macroeconomic variables on 

stock returns (Y) for companies over a five-quarter period from 2023 to 2024. The framework is divided into 

three main categories: Financial Performance, Valuation, and Macroeconomic Conditions. 
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Figure 1: Conceptual Framework 

 

 The research design depicted in the diagram systematically addresses the business issues of 

manufacturing companies through a series of methodical steps grounded in scientific inquiry. Starting with the 

identification of business issues, the process aligns with methodologies outlined in academic research to ensure 

a comprehensive understanding of the problem space [28]. Defining the research objectives is a crucial next 

step, as it narrows the focus and sets clear, measurable goals for the study [29] . 
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Figure 2: Research Design 

 

IV. RESULT AND DISCUSSION 
 This chapter provides a comprehensive analysis of valuation, financial ratios and macroeconomic 

indicators, complemented by descriptive analysis and an empirical analysis using panel data regression analysis. 

4.1. Descriptive Analysis 

 The analysis of key financial ratios and macroeconomic indicators is fundamental to understanding the 

financial health and performance of companies. This chapter delves into the descriptive analysis of Price-to-

Earnings Ratio (PER), Price-to-Book Value (PBV), Net Profit Margin (NPM), Earnings Per Share (EPS), 

Return on Assets (ROA), Return on Equity (ROE), and Current Ratio (CR), alongside crucial macroeconomic 

variables such as Gross Domestic Product (GDP), inflation, exchange rates, and stock return. 

1. PER Analysis 

 Scientific research over the past decade has extensively examined PER behavior, particularly focusing 

on anomalies and outliers. Studies indicate that extreme PER values can signal market inefficiencies, 

speculative bubbles, or significant corporate events. Fama and French, (2015) expanded on the Efficient Market 

Hypothesis, demonstrating that while markets are generally efficient, deviations in individual stocks, such as 

those seen with CAKK and HOPE, can present opportunities for abnormal returns.  

 Further, Shiller (2014) research in behavioral finance explains how psychological factors and investor 

overreaction can cause significant PER fluctuations. Such insights align with the data, suggesting that extreme 

values for CAKK and HOPE might result from overreaction to specific news or events. This emphasizes the 
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importance of understanding market dynamics and investor behavior to make informed financial predictions and 

decisions. 

 

 
Figure 3: PER Analysis 

 

 The provided chart analyzes the Price-Earnings Ratio (PER) for various stock codes across five 

quarters, with the fifth quarter reflecting Q1 2024. Most stocks show stable PER values, but notable outliers 

include CAKK with a spike to 487.41 and HOPE with a drop to -607.93 in Q3 2023. These significant 

fluctuations suggest unusual financial events or market reactions for these specific stocks. This highlights the 

need to monitor individual stock performance closely, as it can impact investment decisions.  

2. PBV Analysis 

 The high PBV for KING in early 2023 indicates a premium market valuation, possibly driven by 

investor expectations of strong future growth or profitability. However, the subsequent decrease in PBV might 

suggest a market correction or changes in investor perceptions. IMPC's relatively stable PBV values suggest 

consistent market valuation relative to its book value, indicating steady investor confidence and minimal 

volatility. Research by [31] supports this, emphasizing that high PBV ratios often reflect high growth prospects 

but can also indicate overvaluation if not supported by fundamental growth. [32] further elaborate that high PBV 

ratios may capture growth and risk considerations, with sustained high PBV often necessitating underlying 

growth to justify the valuation. Conversely, stable PBV ratios, as seen with IMPC, often signify steady financial 

performance and market stability, aligning with findings in the broader financial literature on market efficiency 

and valuation metrics. 

 
Figure 4: PBV Analysis 

 

 The chart displays the Price-to-Book Value (PBV) analysis for various stock codes over five quarters, 

where the fifth quarter represents Q1 2024. Notably, the stock code KING exhibited a significantly high PBV of 

23.76 in Q1 2023, which decreased to 19.24 in Q2 2023, suggesting a strong initial market valuation compared 
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to its book value, followed by a slight decline. On the other hand, IMPC showed a PBV of 9.53 in Q1 2023, and 

its values remained relatively stable with slight fluctuations, registering 7.66 in Q3 2023, 8.79 in Q4 2023, and 

8.38 in Q1 2024. 

 To contextualize these observations within the broader academic discourse, studies have shown that 

PBV ratios are crucial indicators of market sentiment and valuation. For instance, highlighted that stocks with 

higher PBV ratios tend to offer higher expected returns due to perceived growth opportunities but also come 

with higher risk [33]. Conversely, stocks with stable PBV ratios are often associated with lower volatility and 

more predictable returns, reflecting balanced market expectations. This analysis underscores the importance of 

monitoring PBV trends for investment decision-making, as significant deviations can signal underlying shifts in 

company performance or market sentiment. 

3. NPM Analysis 

 The drastic negative NPM values for INDX in the initial quarters highlight potential operational 

inefficiencies or significant expenses outweighing revenues. However, the improvement seen in subsequent 

quarters may indicate effective cost management, increased revenue generation, or other strategic measures 

undertaken by the company to enhance profitability. Research by Penman (2003) suggests that companies with 

initially poor profitability but improving margins can be attractive to investors, as they may signal turnaround 

potential and long-term growth prospects. This aligns with the observed improvement in INDX's NPM, 

suggesting a positive outlook if the trend continues. 

 
Figure 5: NPM Analysis 

 

 The stock code INDX displays a notable fluctuation in its NPM values. In Q2 2023, INDX had an 

NPM of -7.94, which slightly improved to -7.55 in Q3 2023 and then significantly increased to -4.63 in both Q4 

2023 and Q1 2024. This trend indicates a gradual recovery in profitability for INDX, though it remains negative, 

suggesting that the company is still operating at a loss but is moving towards financial stabilization. 

 Further supporting this analysis, the importance of profitability metrics indicates that changes in profit 

margins are critical for assessing a company's financial health and future performance [35]. A recovering NPM, 

even if still negative, can attract investor interest by indicating that the company is on the path to recovery and 

potential profitability. The consistent improvement in INDX's NPM over the quarters suggests that the company 

might be addressing underlying issues and is likely to achieve a positive NPM if the trend persists. Continuous 

monitoring and analysis of such financial metrics are essential for making informed investment decisions and 

understanding the company's strategic direction. 

4. EPS Analysis 

 The observed stability and marginal growth in EPS values for UNTR and other stocks could suggest a 

resilient performance amidst market conditions. EPS is a critical financial metric, reflecting a company's 

profitability allocated to each outstanding share of common stock, thus serving as an indicator of financial 

health and shareholder value [1]. The increasing trend in UNTR's EPS could be attributed to strategic corporate 

initiatives, effective cost management, or favorable market conditions. This consistency and growth in EPS are 

essential for investors as they evaluate the potential for future dividends and capital appreciation. According to 

recent studies, companies with stable and growing EPS are often perceived as less risky and more attractive to 

investors, which can lead to higher stock prices and market capitalization [36] 
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Figure 6: EPS Analysis 

 

 The figure IV.1.4. presents a comparative analysis of the Earnings Per Share (EPS) for various stocks 

over a specified period. The graph primarily focuses on the performance of different stock codes, with a 

significant highlight on the stock code "UNTR." The EPS values are plotted on the vertical axis, ranging from -

1000 to 7000, while the horizontal axis represents the time period (or different instances) numbered from 1 to 5. 

From the data, it's evident that the stock codes generally exhibit minimal fluctuations in their EPS values, 

remaining relatively stable over the observed period. However, the stock code "UNTR" shows a slight upward 

trend in its EPS value, particularly noticeable towards the fifth period, indicating a potentially improving 

performance or profitability for this stock. 

5. ROA Analysis 

 The contrasting trends between MARK and INDX highlight the importance of ROA as a metric for 

assessing company performance. A consistently high or stable ROA, as seen with MARK, can be indicative of 

effective asset management and a strong business model. Conversely, a declining or negative ROA, as observed 

with INDX, can signal underlying problems that may require strategic adjustments or improved operational 

efficiency. Investors often use ROA alongside other financial metrics to make informed decisions about 

potential investments, emphasizing the multifaceted nature of financial analysis [2]. 

 

 
Figure 7: ROA Analysis 

 

 The figure 7.  presents a comparative analysis of the Return on Assets (ROA) for various stocks over 

five periods. ROA is a key profitability metric that indicates how efficiently a company can manage its assets to 

generate earnings. In this graph, the ROA values are plotted on the vertical axis, ranging from -0.3 to 0.4, while 
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the horizontal axis represents the different time periods numbered from 1 to 5. The stock codes MARK 

(depicted by the blue line) and INDX (depicted by the orange line) are highlighted to show contrasting trends. 

From the data, it is evident that the stock code MARK exhibits a relatively stable ROA, hovering around 0.26 

after an initial peak at 0.33 in the first period. This indicates that MARK has maintained a consistent ability to 

generate returns from its assets over time. Such stability is often perceived positively in the financial markets, as 

it suggests reliable management and operational efficiency [37]. On the other hand, INDX shows a declining 

trend, with its ROA dropping from -0.16 in the second period to -0.19 in subsequent periods. This negative and 

declining ROA indicates inefficiencies and potential issues in utilizing assets to generate earnings, which could 

be a red flag for investors [38].  

6. ROE Analysis 

 The data reveals that MARK has the highest ROE value at 0.43 in the first period, indicating a strong 

capacity to generate profits from its equity base. HEXA also shows a high ROE of 0.38, suggesting similarly 

efficient equity utilization. High ROE values, such as those of MARK and HEXA, are often indicative of strong 

financial performance and effective management practices. They can attract investors seeking high returns on 

their equity investments [2]. Conversely, VOKS exhibits a significantly negative ROE of -0.4, highlighting 

potential financial struggles and inefficiencies in generating returns from its equity. INDX shows a negative 

ROE of -0.25 in the second period and -0.27 in the fifth period, indicating persistent challenges in leveraging 

equity to produce profits. 

 The contrasting ROE values among these stock codes underscore the importance of this metric in 

evaluating corporate performance. A high ROE, as seen with MARK and HEXA, can signal robust profitability 

and effective use of equity capital, potentially leading to higher investor confidence and stock valuations [1]. On 

the other hand, negative ROE values, such as those for VOKS and INDX, may indicate underlying issues like 

poor management, excessive debt, or inefficient operations, which could deter investors and impact the 

company‟s market perception. These insights highlight the critical role of ROE in investment decision-making 

and the need for companies to focus on improving their equity efficiency to enhance financial performance and 

investor appeal [36] 

 

 
Figure 8: ROE Analysis 

 

 The figure 8 ROE Analysis presents a comparative analysis of the Return on Equity (ROE) for various 

stocks over five periods. ROE is a critical financial metric that measures a company's profitability relative to 

shareholders' equity, indicating how efficiently a company utilizes equity investments to generate profits. The 

graph shows ROE values on the vertical axis, ranging from -0.5 to 0.5, while the horizontal axis represents the 

different time periods numbered from 1 to 5. Key stock codes highlighted are MARK (0.43), HEXA (0.38), 

VOKS (-0.4), and INDX (-0.25, -0.27). 

7. CR Analysis 

 The notable fluctuation in the BLUE stock code's CR values suggests a period of significant changes in 

the company's liquidity position. This could be attributed to various factors such as major financial transactions, 

changes in current assets or liabilities, or strategic business decisions impacting liquidity. Emphasize that while 

a higher CR generally suggests a better liquidity position, an excessively high CR might indicate inefficiency in 
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utilizing assets [39]. Therefore, the sharp rise and subsequent fall in BLUE's CR should be further investigated 

to understand the underlying causes and implications for the company's financial strategy. 

Such fluctuations in the CR can indicate instability in the company's short-term financial health, which may 

affect investor confidence ([40]. While a higher CR generally suggests a better liquidity position, an excessively 

high CR might indicate inefficiency in utilizing assets [41]. It is crucial to understand the underlying causes and 

implications for the company's financial strategy, which can also affect financial development, income 

inequality, and country risk [42]. 
 

 
Figure 9: CR Analysis 

 The graph presented in Figure 9 illustrates the Current Ratio (CR) analysis of various stock codes, as 

shown in the legend. The Current Ratio is a key liquidity metric that measures a company's ability to pay short-

term obligations with its short-term assets. From the graph, it is evident that most stock codes exhibit relatively 

stable CR values over the five observed periods, with minor fluctuations. However, the stock code "BLUE" 

demonstrates a significant variation in its CR values compared to the other stock codes. The CR value for BLUE 

starts at approximately 10, rises sharply to 19.18 in the third period, and then declines back to around 10 in the 

subsequent periods. 

8. GDP Analysis 

 The GDP analysis in Figure IV.8 illustrates the quarterly performance of Indonesia's Gross Domestic 

Product (GDP) over four quarters in 2023 and the first quarter of 2024. The chart indicates that GDP started at 

5.03 in Q1 2023, peaked at 5.17 in Q2, declined to 4.94 in Q3, and then gradually increased to 5.04 in Q4 2023, 

reaching 5.11 in Q1 2024. This fluctuation highlights the dynamic nature of Indonesia's economic growth, 

which can be influenced by various factors such as domestic consumption, government spending, investment 

levels, and external trade conditions. According to research by [43], GDP fluctuations in emerging economies 

like Indonesia are often driven by sectoral shifts, policy changes, and global economic trends. 

 

 
Figure 10: GDP Analysis 
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 The observed peak in Q2 2023, followed by a dip in Q3, suggests the presence of temporary factors 

that either boosted economic activity mid-year or constrained it later. Possible explanations could include 

seasonal effects, changes in government policy, or variations in export and import activities. 

 The subsequent recovery in Q4 2023 and further growth in Q1 2024 indicate resilience and potential 

recovery of the economy, possibly due to improved market conditions, increased domestic demand, or effective 

fiscal and monetary policies. Maintaining consistent economic growth in such economies requires balancing 

external vulnerabilities and internal economic policies to foster sustainable development[44]. 

9. Inflation Rate Analysis 

 The inflation rate analysis of Indonesia as depicted in the provided chart shows a fluctuation in the 

inflation rates over five quarters. This analysis can be explained in the context of recent studies on Indonesia's 

economic and monetary policies. According to research, Indonesia's inflation dynamics are influenced by a 

combination of factors including monetary policy decisions, fiscal measures, and external economic shocks. A 

study from the Buletin Ekonomi Moneter dan Perbankan discusses how monetary policy, particularly the setting 

of interest rates by Bank Indonesia, plays a critical role in managing inflation [45]. The central bank's actions in 

response to economic conditions, such as adjusting the benchmark interest rate, directly impact inflation trends.  

 

 
Figure 11: Inflation Rate Analysis 

 

 Another study highlights the complex interaction between fiscal and monetary policies in Indonesia, 

especially during periods of economic turmoil [46]. This study notes that during times of external shocks, such 

as the COVID-19 pandemic, Indonesia has employed a mix of fiscal stimuli and accommodative monetary 

policies to stabilize the economy. This approach helps in managing inflation, but also leads to fluctuations as 

seen in the graph, where the inflation rate decreases from 4.97 to 2.28 and then slightly increases to 3.05. 

10. Exchange Rate Rupiah Analysis 

 The graph presents the exchange rate of the Indonesian Rupiah (IDR) against the US Dollar (USD) 

across five data points. The first four points represent the quarterly rates for the year 2023, while the fifth point 

corresponds to the first quarter of 2024. The exchange rate fluctuates initially but shows a significant increase 

towards the end of the period, suggesting a depreciation of the Rupiah against the Dollar. 

 
Figure 12: Exchange Rate Rupiah Analysis 
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 In 2023, the exchange rate starts at approximately 15,062 IDR/USD, drops slightly to 15,026 IDR/USD 

in the second quarter, and then increases to 15,526 IDR/USD in the third quarter. The rate drops again to 15,416 

IDR/USD in the fourth quarter, before a steep rise to 15,853 IDR/USD in the first quarter of 2024. This trend 

indicates that the Rupiah weakened significantly against the Dollar, especially in the first quarter of 2024. This 

depreciation could be influenced by various macroeconomic factors, including inflationary pressures, changes in 

interest rates, trade deficits, or political instability, which often impact currency values [47] 

 The overall trend of the Rupiah's depreciation aligns with broader regional and global economic 

patterns observed in recent years. Emerging market currencies often experience volatility due to external shocks 

and internal economic policies [48]. The significant drop in the exchange rate in the first quarter of 2024 could 

be attributed to global economic conditions or domestic fiscal and monetary policy changes aimed at addressing 

economic challenges [47]. Understanding these dynamics is crucial for policymakers and investors to navigate 

the complexities of the currency markets effectively. 

11. Stock Return Analysis 

 The stock return analysis illustrated in Figure 13 showcases considerable fluctuations among various 

companies throughout the observed periods. Notably, PTMP achieved the highest stock return of 0.75 in Q3 

2023, while CTTH experienced the lowest return of -0.76 in Q2 2023. Such pronounced volatility underscores 

the dynamic nature of stock performance, which can be influenced by a myriad of factors including company-

specific developments, industry trends, and broader economic conditions. Stock return volatility often reflects 

the market's response to new information, both positive and negative, affecting investor sentiment and trading 

behavior [49]. PTMP's substantial return in Q3 2023 could be indicative of strong financial performance, 

successful strategic initiatives, or positive market reactions, potentially driven by favorable earnings reports, 

effective management decisions, or advantageous industry developments. 

 

 
Figure 13: Stock Return Analysis 

 

 Conversely, the sharp decline in CTTH's stock return in Q2 2023 suggests significant challenges or 

negative market perceptions during that period. This downturn may be attributable to poor financial results, 

adverse industry trends, or external economic pressures impacting the company's operations. As [4] point out, 

negative returns can also be influenced by broader market downturns or sector-specific difficulties, highlighting 

the interconnected nature of firm performance and macroeconomic factors. The observed volatility in stock 

returns underscores the importance of comprehensive financial analysis and strategic management to navigate 

and mitigate the impacts of such fluctuations on company performance and investor confidence. 

4.2. Statictical Analysis 

 This study uses panel data regression analysis consisting of cross-section data and time-series data, and 

the statistical tool that will be used is STATAMP 17. The main model in this study is a Common Effect Model 

based on Chow and Lagrange Multiplier Test. The results of the regression are summarized in the provided 

table, showing coefficients for multiple independent variables such as PER, PBV, NPM, EPS, ROA, ROE, CR, 

GDP, inflation rate, and exchange rate. Since the model failed the heteroscedasticity test, Weighted Least 

Squares (WLS) is used to correct this issue. 
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Weighted Least Squares (WLS) is a regression method that addresses heteroscedasticity by assigning different 

weights to each data point based on the variance of its observed error term. This ensures that observations with 

larger errors (higher variance) have less influence on the estimation process, leading to more efficient and 

reliable coefficient estimates. In the provided regression analysis, WLS is used because the model did not meet 

the heteroscedasticity test, indicating non-constant variance in the error terms. By applying WLS, the study 

corrects for heteroscedasticity, ensuring that the regression results are robust and the standard errors are 

unbiased and consistent. This method improves the reliability of hypothesis tests and confidence intervals, 

enhancing the overall explanatory power of the model [50]. 

 In financial econometrics, addressing heteroscedasticity is crucial for obtaining reliable regression 

results. The use of WLS in this study aligns with the best practices in econometric modeling. By accounting for 

heteroscedasticity, WLS provides more efficient parameter estimates and valid standard errors, ensuring that the 

conclusions drawn are robust and accurate. This approach is well-documented in the literature and has been 

successfully applied in numerous financial studies [50], [51]. The following is a figure of common effect model 

test results for the dependent variable effect of stock return with all independent variables. 

 

 
Figure 14: Coefficient Equation Regression with STATAMP17 

 

Based on Figure IV.12 Regression Panel Data: Common Effect Model (Stock Return), the value of the 

coefficient constant can be seen so that the panel data regression equation can be formed as follows. 
                                                                                  

                                                                  
                                    

 The coefficient for the Price-Earnings Ratio (PER) is -0.0000239, suggesting a very slight negative 

relationship between PER and stock returns. This implies that higher PER ratios, which indicate that a stock is 

potentially overvalued, may slightly decrease stock returns. This aligns with studies indicating that high PER 

ratios often correlate with lower future returns [4]. On the other hand, the Price-to-Book Value (PBV) ratio, 

with a coefficient of 0.0097947, shows a positive relationship with stock returns. This indicates that stocks with 

higher PBV ratios, which may reflect investor confidence in a company's growth potential, are associated with 

higher returns. This finding is consistent with literature that shows PBV as a significant predictor of stock 

performance [4]. 
 Several financial performance metrics also show significant relationships with stock returns. Net Profit 

Margin (NPM) has a positive coefficient of 0.0021685, indicating that higher profit margins contribute to higher 

stock returns. This result underscores the importance of profitability in driving stock performance, as firms with 

higher margins are typically more efficient and generate higher returns [52]. Earnings Per Share (EPS) has a 

coefficient of 0.0000145, suggesting a marginal positive effect on stock returns, aligning with the general 

consensus that higher EPS positively influences stock prices [53]. Return on Assets (ROA) has a strong positive 

coefficient of 0.5372203, underscoring the significance of a firm's efficiency in utilizing its assets to generate 

earnings, which is a critical factor for investors. Conversely, Return on Equity (ROE) has a negative coefficient 

of -0.2497561, suggesting an inverse relationship with stock returns. While typically positive, this finding might 

reflect issues such as high financial leverage or other risks that could negatively impact returns [4]. Lastly, the 

Current Ratio (CR) shows a coefficient of 0.0001924, indicating a positive but minimal impact on stock returns. 

This suggests that an increase in the company's current ratio, which measures its ability to cover short-term 

liabilities with short-term assets, slightly boosts stock returns. This finding aligns with [54], who highlights that 

a higher current ratio can signal greater financial stability and thus positively influence investor confidence and 

stock prices. 
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Several macroeconomic indicators also affect stock returns. The coefficient for Gross Domestic Product (GDP) 

is 0.0609218, indicating a positive impact on stock returns. This is consistent with macroeconomic theory, 

which posits that economic growth boosts corporate earnings and investor confidence [55]. The inflation rate, 

with a negative coefficient of -0.0238391, shows that higher inflation rates erode stock returns. High inflation 

can increase economic uncertainty, causing investors to demand a higher risk premium for holding stocks, 

which depresses stock prices [56]. Lastly, the exchange rate has a coefficient of 0.00000705, showing a minor 

positive effect on stock returns. Exchange rate fluctuations can impact multinational companies' earnings, and a 

favorable exchange rate may boost returns [57] 

4.3. Hypothesis Testing 

 The first hypothesis test is the Partial Test or t-Statistic. The following are the results of the t-statistic 

analysis on Stock Return. 

 

 
Figure 15: Hypothesis Testing with STATAMP17 

 

 The hypothesis testing results for the data processing using STATA MP 17 provide significant insights 

into the relationships between various financial ratios and stock returns. Based on the partial t-statistic analysis, 

several hypotheses were tested individually: 

1. The Price-Earnings Ratio (PER) showed a p-value of 0.534, greater than the significance level of 0.05, 

indicating that PER does not significantly affect stock returns (H1 is rejected). 

2. The Price-Book Value (PBV) had a p-value of 0.000, less than 0.05, thus significantly affecting stock 

returns (H2 is accepted). 

3. The Net Profit Margin (NPM) had a p-value of 0.430, greater than 0.05, indicating that NPM does not 

significantly affect stock returns (H3 is rejected). 

4. Earnings Per Share (EPS) with a p-value of 0.000 strongly influences stock returns, leading to the 

acceptance of H4. 

5. Return on Assets (ROA) with a p-value of 0.000 significantly impacts stock returns, resulting in the 

acceptance of H5. 

6. Return on Equity (ROE) shows a significant effect with a p-value of 0.000, thus accepting H6. 

7. The Current Ratio (CR) has a p-value of 0.706, greater than 0.05, indicating that CR does not 

significantly affect stock returns (H7 is rejected). 

8. The Gross Domestic Product (GDP) has a significant impact with a p-value of 0.001, thus accepting 

H8. 

9. Inflation rate has significant effect with a p-value of 0.000, thus accepting H9. 

10. The Exchange Rate, with a p-value of 0.096, greater than 0.05, indicating that Exchange Rate does not 

significantly affect stock returns (H10 is rejected). 

11. The simultaneous F-test results reveal that the overall model, considering all variables together, is 

highly significant. The F-statistic probability value of 0.0000 is less than 0.1, indicating that the combined effect 

of PER, PBV, NPM, EPS, ROA, ROE, CR, GDP, Inflation, and Exchange Rate on stock returns is statistically 

significant, thereby accepting H11.  

 The coefficient of determination (R²) for the model is 0.8226, meaning that 82.26% of the variability in 

stock returns can be explained by the independent variables included in the study. The adjusted R-squared value 
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of 0.8137 supports this finding, indicating a robust model fit. The remaining 17.74% of the variation in stock 

returns is attributed to other factors not covered in this analysis. Overall, the hypotheses testing confirms that 

PBV, EPS, ROA, ROE, CR, GDP, and, to a lesser extent, the Exchange Rate, are significant predictors of stock 

returns, while PER, NPM, and Inflation do not have a significant impact. 

 

4.4. Discussion 

1. Effect of Valuation on Stock Return 

The analysis reveals that the Price to Earnings Ratio (PER) has a coefficient of -0.000239 with a p-value of 

0.534, indicating that PER does not significantly affect stock returns. In contrast, the Price to Book Value (PBV) 

has a coefficient of 0.0097947 and a highly significant p-value of 0.000, suggesting that PBV positively affects 

stock returns. 

Comparing these results with previous research found that PBV significantly impacts stock returns, which is 

consistent with our findings [58]. Reported previous research that PBV was not significant [59], while PER was 

significant, which contrasts with our findings on PER but aligns with the PBV's insignificance. Previous 

research found PER to be significant[60], differing from our results where PER was not significant. 

2. Effect of Financial Performance on Stock Return 

Net Profit Margin (NPM) has a coefficient of 0.0021685 with a p-value of 0.430, indicating no significant effect 

on stock returns. Earnings Per Share (EPS) shows a coefficient of 0.0000145 and a highly significant p-value of 

0.000, suggesting a significant positive effect on stock returns. Return on Assets (ROA) and Return on Equity 

(ROE) have coefficients of 0.5372203 and -0.2497561, respectively, with both having significant p-values of 

0.000, indicating significant effects. Current Ratio (CR) with a coefficient of 0.0001924 and a p-value of 0.706 

indicates no significant effect. 

 Comparing these findings with previous research found ROE and NPM to be not significant[61], which 

aligns with our finding that NPM is not significant but contrasts with our finding that ROE is significant. [62] 

reported significant effects of ROE on stock returns but found ROA insignificant, differing from our findings 

where both were significant.  found that ROA and ROE did not significantly affect stock returns, contrary to our 

results.  [64] reported significant effects of CR on stock returns, differing from our findings where CR was not 

significant.  [65] found ROA insignificant, similar to  [25], who found ROA significant and NPM insignificant. 

3. Effect of Macroeconomic Conditions on Stock Return 

 The Gross Domestic Product (GDP) shows a coefficient of 0.0609218 with a p-value of 0.001, 

indicating a significant positive effect on stock returns. The Inflation rate has a coefficient of -0.0238391 and a 

highly significant p-value of 0.000, suggesting a significant negative effect. The Exchange rate with a 

coefficient of 7.05e-06 and a p-value of 0.096 indicates a positive but not significant effect. 

Research by [66] supports the finding that the exchange rate significantly affects stock returns, while the 

inflation rate does not.  [67] also found significant effects of the exchange rate on stock returns.  [68] found 

significant effects of GDP growth and inflation on stock prices. [69] reported that inflation did not significantly 

affect stock returns, which aligns with our findings on inflation. 

 

V.  CONCLUSION AND RECOMMENDATION 

5.1. Conclusion 

 The purpose of this research was to identify and analyze the critical factors affecting stock returns in 

the manufacturing sector listed on the Indonesia Stock Exchange (IDX). Based on the analysis and interpretation 

presented in Chapter IV, several key findings have been identified that illuminate the dynamics of stock returns. 

Valuation metrics, specifically the Price-to-Earnings Ratio (PER) and Price-to-Book Value (PBV), showed 

varied significance in influencing stock returns. While PBV was found to have a statistically significant effect 

on stock returns, indicating that companies with higher PBV ratios tend to have better stock performance, PER 

did not show a statistically significant effect. This underscores the importance of PBV as a reliable metric for 

investors when assessing stock investments in the manufacturing sector. 

 Financial performance indicators demonstrated mixed results regarding their impact on stock returns. 

Earnings Per Share (EPS), Return on Assets (ROA), and Return on Equity (ROE) were found to have 

statistically significant positive effects on stock returns, highlighting that companies with higher profitability 

and efficient asset utilization are likely to perform better in the stock market. On the other hand, Net Profit 

Margin (NPM) did not show a statistically significant effect on stock returns. This suggests that while 

profitability is crucial, the overall efficiency and returns generated from assets and equity play a more vital role 

in influencing stock returns. 

 Macroeconomic conditions also revealed significant impacts on stock returns. The study found that 

Gross Domestic Product (GDP) growth and the Inflation Rate had statistically significant effects on stock 

returns. A higher GDP growth rate and a stable inflation rate contribute positively to stock performance, 
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enhancing investor confidence. However, the Exchange Rate did not show a statistically significant effect, 

indicating that currency fluctuations might not have a direct impact on stock returns in the manufacturing sector. 

Based on the statistical tool's analysis using STATAMP 17. Simultaneously, independent variables, such as 

PER, PBV, NPM, EPS, ROA, ROE, CR, GDP, Inflation Rate, dan Rupiah Exchange Rate significantly affect 

the stock return of manufacture companies listed in IDX in Q1 2023- Q1 2024. Stock return can be explained by 

82.26% from PER, PBV, NPM, EPS, ROA, ROE, CR, GDP, Inflation Rate, dan Rupiah Exchange Rate, while 

variables outside the study explain the remaining 17.74%.  

5.2. Recommendation 

 For corporate management, it is essential to enhance financial transparency by prioritizing robust 

accounting practices, regular financial health checks, and clear communication with investors to stabilize 

valuation ratios and reduce market volatility. Additionally, optimizing operational efficiency through improving 

operational efficiencies, optimizing resource allocation, and adopting cost-reduction strategies can enhance 

financial performance metrics like NPM, EPS, ROA, and ROE. 

 For investors, focusing on stable companies with reasonable valuation metrics is recommended, as 

these are likely to deliver more consistent and higher stock returns. Investors should regularly monitor financial 

performance indicators and macroeconomic conditions to make informed investment decisions. Policymakers 

and economic advisors should closely monitor GDP growth, inflation rates, and exchange rates as these 

significantly impact the stock market. Strategic planning that anticipates economic shifts and incorporates 

flexibility can help buffer against macroeconomic volatility. 
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