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Hesty Juni Tambuati Subing (Indonesia), R. Wedi Rusmawan Kusumah (Indonesia),
Gusni (Indonesia)

AN EMPIRICAL ANALYSIS

OF INTERNAL AND EXTERNAL
FACTORS OF STOCK PRICING:
EVIDENCE FROM INDONESIA

Abstract

Stock prices change from time to time along with the latest conditions and informa-
tion derived by investors dealing with the outlook for the company. Changes in stock
prices are probably triggered by various factors, both internal and external, coming the
company. Internal factors used in this study are price earnings ratio, return on assets,
systematic risk, while external factors used are inflation, interest rates, and oil prices.
The purpose of this study is to identify factors affecting stock pricing in the consumer
goods industry, and determine which factors are most influential on stock prices com-
pany. The data used in this study were collected during the period from 2008 to 2015
of companies in consumer goods industry listed on the Indonesia Stock Exchange, and
samples were taken from 18 companies. Panel data regression methods have been used
to explain factors affecting the stock pricing of the company. Regression result indi-
cates that price earnings ratio, return on assets, and Oil Prices have a positive impact on
company stock prices, while inflation has a negative impact on company stock prices.
Moreover, systematic risk and interest rate not impact the stock price of the company.

Keywords
JEL Classification

stock price, internal factors, external factors

E44, G11

INTRODUCTION

Capital markets have an important role in the economy of a country. One
of the investment instruments in the capital market that many investors
are interested in is stock. Stock prices always fluctuate from time to time
in accordance with the market activity that is influenced by the strength
of demand and supply of those shares in the market. The higher the de-
mand for a stock, the more the stock price will rise in the market and can
provide benefits for investors, on the contrary, the lower the demand for a
stock, the more will the stock price fall (Gusni, 2016).

In Indonesia, the consumer goods industry is an industry sector which
is quite rapidly growing despite the unstable global economic situation.
The stocks in the consumer goods sector are able to survive so that ma-
ny investors prefer to invest their funds in the consumer goods indus-
try. Companies incorporated into the consumer goods industry have a
high level of competition, thus demanding the performance of a com-
pany which is always excellent to excel in the competition. This condi-
tion also affects the movement of stock prices of issuers in the consum-
er goods sector, investors interest in the company’s stock is reflected
from the fluctuations of its shares in the Indonesia Stock Exchange.

Changes in stock prices can be caused by various, both internal and exter-
nal, factors. The internal factor is related to company performance, capital
structure, company value, the prospect of a company in the future and
others. Internal factors can be changed, controlled and perfected by the
company so it is expected to provide benefits or benefits for the stakehold-
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ers. While the external factors of the company related to macroeconomic conditions that include economic
growth, inflation, interest rates, world oil prices and others to take into account the overall economic condi-
tions, it can be seen whether or not the current economic conditions are good for investing in stock market.
These internal and external factors can be used as a reference by investors in predicting stock prices. Internal
factors used in this study are price earnings ratio, return on assets, systematic risk, while external factors used
are inflation, interest rates, and world oil prices.

Evaluation of stock prices and the analysis of the determinants of the things that are very interested inves-
tors. A number of empirical studies have tried to analyze the factors that influence stock prices, including
the internal factor of price earnings ratio, this ratio illustrates the market’s appreciation of the company’s
ability to generate profits (Darmadji & Fakhrudin, 2012). According to Suselo, Djazul, and Indrawati
(2015), the bigger price earning ratio means the market price of each share will get better. But the lower
the price earnings ratio, the smaller the attractiveness of the stock as an investment. The previous re-
search which concerned the influence of price earnings ratio (PER) on stock price was led by Safitri (2013),
Astutik, Surachman, and Djazuli (2014), Sharif, Purohit, and Pillai (2015) and Suharno (2016) indicated
that price earnings ratio has a significant effect on stock price. These results were contrary to the research
conducted by Salman (2011) that pointed to price earnings ratio, which has no effect on stock prices.

Return on assets is variable profitability ratio that is predicted to have the relationship with stock price.
According to Rahmi, Arfan, and Jalaluddin (2013), the higher of return on assets ratio showed that
firms were increasingly effective in leveraging assets to generate net income after tax, which also could
be interpreted that the company’s performance was more effective. This would further increase the at-
tractiveness of the company to investors, which impact on stock prices of these companies in the capital
market would also elevate; in other words, ROA would affect the stock price of the company. Previous
research leading the effect of return on assets on stock prices was performed by Rahmi, Arfan, and
Jalaluddin (2013), Suharno (2016), Zulkarnaen, Syamsun, and Maulana (2016) showed that return on
assets has a significant effect on stock prices. However, it is contrary to the research conducted by Safitri
(2013), and Aulianisa (2013), which showed that return on assets had no significant effect on stock prices.

Systematic risk is also predicted as an internal factor affecting stock prices. This risk can be measured by beta
coefficients. The higher the beta level, the higher the systematic risk that can not be eliminated due to diversi-
fication. Diversification of this risk is very important for investors, because it can minimize risk without hav-
ing to reduce the return received. Previous research that examines the effect of systematic risk on stock prices
was by Hijrah (2007) and Setianingrum (2009) suggested that systematic risk does not affect stock prices. The
results were dissimilar to research conducted by Maryanne and Menina (2009), Amanda and Pratomo (2013),
Rahmi, Arfan, and Jalaluddin (2013), which indicated that systematic risk had an influence on stock prices.

Not only internal factors are predicted to have an influence on stock prices, but also external factors are sus-
pected to have an influence on stock prices. External factors in this study include inflation. Increased inflation
is relatively a negative signal for investors in the capital market. Inflation increases the company’s revenue and
costs. If the increase in production costs is higher than the increase in prices that can be enjoyed by the com-
pany, then the profitability of the company will go down. If the profit is obtained by small companies, this will
result in investors being reluctant to invest funds in the company so that stock prices decline (Kewal, 2012).
Previous research that examines the effect of inflation on stock prices is done by Maryanne and Menina (2009),
Kewal (2012), Amin (2012), Agustina and Sumartio (2014), Zulkarnaen, Syamsun, and Maulana (2016) re-
search results say that the inflation rate does not affect the stock price. These results are different from research
conducted by Krisna and Wirawati (2013), which states that the inflation rate affects the stock price.

Interest rates are also predicted as external factors that affect stock prices. According to Tandelilin (2010), an

increase in interest rates could cause investors to withdraw their investments in stocks and move them to in-
vestments in the form of savings or deposits. Therefore, high interest rates are a negative signal to stock prices.
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Previous research that examines the effect of interest rates on stock prices is performed by Amin (2012)
who states that interest rates affect stock prices. Unlike Kewal (2012), Krisna and Wirawati (2013) Syarofi
(2014), Agustina and Sumartio (2014), Astutik, Surachman dan Djazuli (2014), and Zulkarnaen, Syamsun,
and Maulana (2016) who say that the interest rate does not affect the stock price.

Oil is an important factor in the needs of human life includ as an industrial raw material so that it is suspected
to have an influence on stock prices. Petroleum is one of the world’s renewable energy sources. Therefore,
the price of petroleum is one of the determinants of global economic performance. Investors in the capital
market consider that rising global oil demand is a sign of improving global economic recovery after the. On
the other hand, the decline in global oil demand reflects a weakening global economic recovery. Thus, if the
world oil price rises, expectations of the improved performance of companies will also increase and auto
stock prices will increase (Syarofi, 2014). Previous studies that examine the effect of world oil prices on stock
prices are made by Witjaksono (2010), Syarofi (2014), and Handiani (2014), who say that world oil prices have
an effect on stock prices. In contrast to Hanafiah, Sudjana, and Sulasmiyati (2015), that world oil prices have
no effect on stock prices.

Based on previous research and existing phenomena and inconsistent results of research conducted by pre-
vious researchers, the researchers are interested in examining the factors that affect the stock price of com-
panies in the consumer goods industry listed on the Indonesia Stock Exchange during the period 2008-2015.

1.

1.1. Stock price

LITERATURE REVIEW

formance using company’s financing data such as
earnings per share (EPS), price earnings ratio (PER),
net profit margin (NPM), return on assets (ROA),
return on equity (ROE) and other financial ratios.
The stock price is a stock piece of value issued by

the issuer which consists of necessary informa-
tion required by a investor to appraise the perfor-
mance of one’s company (issuer). Stock prices are
influenced by the number of demand and supply
of shares in the capital market, if stock demand
is higher than stock offer, the stock price will rise,
on the contrary, if stock offer is higher than stock
demand, the stock price will fall (Gusni, 2016).

1.2. Stock price affecting factors

Arifin (2007) argued that the stock price shift can be
affected by many factors including internal and ex-
ternal factors which can be in form of company’s fun-
damental and outside the area of the company itself.

1.3. Internal factor

Internal factor or fundamental factor is one of the
factors related to company’s issues such as human
resource development management organizing is-
sue, and company’s finance which is reflected in
the company finance performance (Arifin, 2007).
Fundamental value is essential to value of one’s
stock analyzed in order to appraise financial per-
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In this research paper, three variables for the in-
ternal factor are taken: price earnings ratio (PER),
return on assets (ROA) and systematic risk (beta).

1.4. Price earnings ratio

According to Fahmi (2011), price earnings ratio
(price ratio toward profit) is an equivalent between
market price per share (stock price per share) and
earnings per share (profit per share). Rivai et al.
(2013) proposed a formula to calculate price earn-
ings ratio as follows:

. . . Market price of common stock
Price earnings ratio = ()

Earning per share

This formula is used by capital marketers to assess
stock price. Price earnings ratio (PER) gives indi-
cation length of time needed to turn grant up to
stock price level and company’s profit during the
certain period of time.

1.5. Return on assets

Kasmir (2012) argued that return on assets (ROA)
shows return for cumulative assets used in the



company. ROA describing better ratio for compa-
ny profitability, because it shows the effectiveness
of management in using assets to gain income.

On the other hand, Sudana (2011) argued that ROA
is company’s ability to obtain income after tax by us-
ing all owned assets. The higher the ratio, the bet-
ter the asset productivity in gaining net profit. This
can intensify the appeal of the company to the inves-
tor, because the return will be higher for the investor,
which may attract more potential investor and this
can affect company’s stock price. The formula used
to calculate the return on assets (ROA) as follows:

Earning after tax
Return on assets = .

@

Total assets

1.6. Beta () as systematic
risk ratio tools

According to Gitman (2009), beta is a relative mea-
sure of non-diversifiable risk an index of the de-
gree an asset’s return in response to changes in the
market return. An asset’s historical return a used
in finding the asset’s beta coefficient. On the other
hand, Jogiyanto (2013) argued that beta is volatil-
ity return measurement on securities or portfolio
toward the market return. Beta as systematic risk
ratio tool affects the portfolio return, because each
investment is dependent on beta that measures
variants return related to market return.

The formula used to calculate beta according to
Jogiyanto is as follows:

Information:

n

B=>.

t-1

(Rit _Ez‘t)'(RMt -

(RM, —RM,
=1

©)

2

R¥)
;

where R, — R, - result of return from stock i mi-
nus the expected result from stock i RM, — RM, -
result of market return minus the expected result of
market return and » is the total value of research.

Beta can be calculated by the formula given below:
Gim
B=—, @
Gim
where S, - beta securities, o, — covarians return
between securities to i and market return.

Problems and Perspectives in Management, Volume 15, Issue 4, 2017

1.7. External factor

The external factor is a factor related to the event out-
side the company, commonly related to country’s
social economic circumstances. Alwi (2003) argued
some external factors such as government’s issued to
change interest rate and deposit, exchange rate, infla-
tion, and other economic regulation and deregula-
tion issued by government; legal announcement in-
cluding employee’s rights toward company or man-
ager, manager’s rights toward company, and compa-
ny’s right toward manager; securities announcement
such as annual meetings report, insider trading,
volume or stock price trading, limiting or postpone-
ment trading; politics issue, and the fluctuation of
exchange value can significantly impact the shift of
stock price in stock exchanges. In this research, three
variables of external factors are taken: inflation, in-
terest rate, and crude oil value.

1.8. Inflation

Inflation is the increment cost of daily goods and ser-
vices causing purchasing power to fall and escalating
living cost, inflation can occur when the currency
value is slumped, which results in economic cri-
sis. The country’s economic status can be described
through inflation (Tandelilin, 2010). Inflation rate
can be counted by consumer cost index which shows
the annual percentage. Inflation itself can occur if
demand is higher in job opportunity level of the na-
tional output which takes effect on pulling the costs
higher and the higher cost of input factor (salary and
staple) take effect on pushing the costs up further.

1.9. Interest rate

Husnan (2009) argued that interest rate is return-
ing ratio of some investment in form of rewards
for the investor. On the contrary, Sunariyah (2011)
argued that interest rate is a cost of a loan. Interest
rate declared as money percentage from base per
unit of time. Interest is also a measurement of re-
source price used by the debtor that must be paid
to the creditor. The interest rate used in this re-
search is Bank Indonesia interest rate (BI rate).

Siamat (2005) argued that BI rate is interest rate with
one month tenor announced by Bank Indonesia
periodically within the certain length of time as a
stance in monetary policy. However, according to
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Bank Indonesia, BI rate is set of interest rate mon-
etary policy reflecting the stance of monetary policy
which is applied and publicly announced by Bank
Indonesia. From two different argument above, it
can be concluded that BI rate is functioning as a re-
sponse signal from Bank Indonesia monetary policy
in form of inflation, deflation, or plateau BI rate.

1.10.  World crude oil price

World crude oil price can be measured by world
crude oil market, West Texas Intermediate (WTI)
is commonly used as a standard, because crude
oil sold in WTI is high-quality crude oil. This
light-weight crude oil consists of low levels sulfur
and very suitable as a fuel affects the oil price and
thus set as a standard for oil trading around the
world  (http://useconomy.about.com/od/economi-
cindicators/p/Crude_Oil.htm).

The price of Brent consists a mixture of 15 crude
oil from 15 different oil fields located in the North
Sea. The quality of crude oil Brent is not as good
as crude oil WTI, but still suitable if processed in-
to fuel. The price of crude oil Brent is applied as
a standard in Europe and Africa. Crude oil Brent
is approximately one or two dollars cheaper than
crude oil WTI, but four dollars higher than oil
price (OPEC) (en.wikipedia.org). Along with the
new industrial countries, the needs of crude oil will
escalate. The demand for crude oil will affect world
crude oil price and also affect the country’s eco-
nomic matters if attributed to economic activities.

2. METHODOLOGY
2.1. Data

The data for the study was gathered from the official
website of Indonesia Stock Exchange (IDX), Statistic
Indonesia, Bank of Indonesia and U.S. Energy
Information Administration. The data were second-
ary data. Secondary data are the data that are pub-
lished or utilized by other organization, not by the
user. Secondary data are used in this research in the
form of documents on financial statements and oth-
er related information such as company annual re-
port, and share statistic report. For additional infor-
mation, the researcher also takes information which
has already existed, like articles, journals, textbooks,
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etc. The data used in this research are the combina-
tion of time series data and cross-section data, which
is known as pooling data that is an observation pe-
riod from 2008 until 2015 and 18 companies in con-
sumer goods industry listed on the Indonesia Stock
Exchange. The number of samples is obtained by us-
ing purposive sampling method.

2.2. Research hypotheses

Hypotheses are interim to answer a formulated
problems of the research and an answer based on
relevant theory, it is not basically empirical facts
from data gathering. Based on a review of several
prior studies, there are several testable hypotheses.
Table 1 shows the definition of the variables and
research hypotheses used.

Table 1. Research variables and hypotheses

Variables Definition iSymboIiEer’iegcnted
Independent variables
Price “ Stock pricing/earning per
eaming ratio_share -~~~ °' PR HTE
Return on | Earning before tax/total ! :
assets assets. o ROALH2W)
. i Covariance of Ashare
fizsktematlc i return and market return/ i Beta H3 ()
e VEMANCE Of marketreturn |
Inflation  RatiolHK . Inf _ H4C)
Interest rate  Interest rate on SBI R HSO)
Oil prices i Ln oil prices ;. OP H5 (+)
Dependent variables
: Ln closing share price
Stock H 8 P
pricing i on December 31 for the SP -

: years studied

2.3.The empirical model
and data analysis method
The hypotheses in this research are tested by using

panel data regression model. The regression equa-
tion model is presented below:

SP=a, + B PER + 3,ROA—
—3,Beta — B,INF — B.IR + B,0P +e,

®)

where « is constant, £, f,, B, f,, B arere-
gression coefficients, and the variables already be-
ing defined in Table 1 above.

The researcher will use EViews version 9 for run-
ning the statistic data and analyzing the results.
The primary step in conducting panel data regres-



sion model, several classic assumption tests have to
be conducted. The tests consist of normality, multi-
collinearity, autocorrelation, and heteroscedasticity
test. Normality test is used to test whether the re-
sidual is distributed normally in a regression model.
Normality test used in this research is normality test
using Jarque-Bera test. Multicollinearity test is used
to determine the relationship of independent vari-
ables in the regression model. To detect if the regres-
sion model is experiencing multicollinearity, it uses
matrix Pearson correlation. Autocorrelation test is
used to test if the linear regression has a correlation
between the errors in the ¢ period with a #—1 pe-
riod. If the correlation occurs, then autocorrelation
problem exists. One of the tests that are generally
used in detecting autocorrelation is by using Durbin-
Watson statistic test, developed by J. Durbin and
G. Watson in 1951 (Gujarati, 2004).

Heteroscedasticity test is to examine whether the
regression model is having inequality of variance
from residual of one observation to other observa-
tion (Ghozali, 2013). According to Gujarati (2004),
to detect the heteroskedasticity problem, it can use
the formal and informal method. The formal meth-
od can be done by statistical test including Park test,
White test, Glejser test and Breusch-Pagan-Godfrey
(BPG) test. In this research, the research will use the
BPG test in detecting the heteroskedasticity problem.

Next step was a test of the accuracy of the regres-
sion function in predicting the value of the depen-
dent variable is determined by the goodness-of-fit
(Ghozali, 2013). In measuring the goodness-of-fit,
a panel data regression model can be analyzed
through F-test, t-test and adjusted R”.

F-test is known as ANOVA test is used to find the
impact of independent variables simultaneously
toward a dependent variable or to test if the model
used is fixed or not. The t-test is supposed to ana-
lyze the effect of each independent variable indi-
vidually toward the dependent variable or called

Table 2. Coefficient correlation matrix

Problems and Perspectives in Management, Volume 15, Issue 4, 2017

as a hypothesis test. R* test which is coefficient
determination test to measure the ability of the
model or the independent variables used to define
changes in the dependent variable.

3. RESULTS

The result of normality test using Jarque-Bera
test show that Jarque-Bera probability value is
0.80>«a (a = 0.05), it can be said that the data
are normally distributed. Furthermore, multicol-
linearity test using correlation matrix for each in-
dependent variable resulted by the data processing
shows that there is no multicollinearity between
independent variable, because the coeflicient cor-
relation is below 0.8 as seen in Table 2 below.

The autocorrelation test results showed the Durbin-
Watson number of 0.57. The value will be compared
with the Durbin-Watson table with the number of
observations (n) =114, the number of independent
variables (k) = 6 andthe0.05%significancelevelthen
the results obtained dL =1.5855 and dU =1.8065,
4—-dL=24145 and 4-dU =2.1935. The com-
parison between the Durbin-Watson score with the
Durbin-Watson table shows that the Durbin-Watson
count is greater than the 4 — dL value which means
autocorrelation occurs. To overcome the problem of
autocorrelation, the approach of Newey-West stan-
dard error contained in program EViews can be
used (www.wernermurhadi-wordpress.com). The re-
sult of heteroskedasticity using the Breusch-Pagan-
Godfrey (BPQG) test resulted in p-value obs*-square
0.09 > 0.05, meaning that there is no heteroscedase
ticity among the residuals in the regression model or
the variance of the residuals keep staying the same
across different observation or different values of in-
dependent variables.

This study uses panel data regression analysis,
because the data analyzed are a combination of
cross-section data with time series (pooling data)
to determine the effect of price-earnings ratio, re-

Source: IDX, Statistic Indonesia, Bank of Indonesia and U.S. Energy Information Administration (processing data).

PER ROA Beta INF IR OoP
PER 1000000 0444695 0005111 0113225 0113569 . 0.071987 _
ROA 0444695 1.000000 0126471 0032281 0012313 . 0021324
Beta ~0.005111 © 0126471 1000000 0025890 0213172 -0.025879
INF_ 0013225 0032281 . -0.025890 1000000 0.696242 0793661
IR 0013569 0012313 0213172 0696242 1000000 0474731
OP —-0.071987 —0.021324 —0.025879 0.793661 0.474731 1.000000
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Table 3. Panel data regression results

Source: IDX, Statistic Indonesia, Bank of Indonesia and U.S. Energy Information Administration (processing data).

Variables Coefficient Std. Error Prob.
PER 0121757 ~.0.030912 0.0001
ROA 0.194261 ¢ "70.019705 0.0000
Beta -0.006730 i ~.0.014006 0.6318
INF —0.233235 i ~.0.065939 0.0006
IR 0.152987 0.145628 0.2958
OP B B B 5.736495 i 1.436352 0.0001
c - 26109029 1.668746 0.0004
R-squared : 0.595525 ... = =
F-statistic e 26.25676 - -
Prob (F-statistic) 0.000000 — —

turn on assets, and systematic risk, and inflation,
interest rate and oil price to stock price. The re-
sults of the regression are shown in Table 3 below:

The regression analysis results show that the coeffi-
cient of variation (), which explains the direc-
tion of variability is positive for PER, ROA, IR, and
OP, while it is negative for beta and INF. For the
F-test results show that F, .. is 26.2567 with
acalculated is 0.0000, meanwhile F,,, equal to
2.18 with a =0.05. It shows that F, ,..>F....
and @, s <0.05. Meaning that independent
variables used in this research are simultaneously
able to define dependent variable in a good way or
the regression model is fit.

From the t-test result as seen in the Table 4 above,
PER, ROA, and OP (oil prices) are independent vari-
ables whose a value is lower than significant level of
0.05 and 7., greater than ¢, . It can be said
that PER, ROA, and OP (oil prices) have a positive
impact and are significant toward stock pricing and
INF (inflation) variables have a negative impact and
are significant toward stock pricing. Meanwhile, the
other variables (systematic risk/ beta and interest
rate/ IR) are having o value higher than significant
level of 0.05 and ¢_,,,,,., lower than 7, ,, . It means
that systematic risk/ beta and interest rate/ IR do not
impact on stock pricing.

The model developed for stock pricing is weak, be-
cause the coeflicient of determination (Rz) as
shown in Table 3 above is 0.5955. It can be said that

Table 4. t-test result (hypotheses test)

the variation in the stock pricing in consumer goods
industry listed at Indonesia Stock Exchange can be
explained by the variation in PER, ROA, beta, INF,
IR, and OP by 59.55%, taking into account the sam-
ple size and number of independent variables, while
the remaining of 40.45% is explained by the variation
of other variables outside of the regression model.

4. DISCUSSION

Based on the results of data processing as shown in
the table attached, it can be referred that the price-
earnings ratio (PER) has a significant effect on
stock prices, so the research hypothesis is accepted.
According to the result of this research, PER is able to
influence investor interest in their decision to invest
shares in the company, the investors shall observe the
other more influential factors to invest their shares in
the company. The results of this study were support-
ed by Safitri (2013), Astutik, Surachman, and Djazuli
(2014), Sharif, Purohit, and Pillai (2015) and Suharno
(2016) who showed that PER had a significant effect
on stock prices. Meanwhile, research conducted by
Salman (2011) mentioned the opposite that PER did
not significantly affect the stock price.

Return on asset (ROA) has a significant influence on
stock prices, so the research hypothesis is accepted. It
shows the company’s ability to generate profits with
better corporate performance. This will keep inves-
tors enthusiast to invest. With the increasing magni-
tude of the attraction, many investors had purpose to
own shares of the company. If the demand for shares

Source: IDX, Statistic Indonesia, Bank of Indonesia and U.S. Energy Information Administration (processing data).

Variables lcalﬂulated acalﬂulated ltahle atable
PER .3.9388 i ~.o.oo01 i ~1.9824 - 0.05
ROA .9.8585 i .0.0000 i 19824 ~.0.05
Beta ~=0.4805 . 0.6318 - 1.9824 - 0.05
INF T - =3.5371 ~.0.0006 - .1.9824 . 0.05
IR 1.0505 .0.2958 i - 1.9824 - 0.05
OP 3.9937 0.0001 1.9824 0.05
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of a company increases excessively, then the stock
price will increase. The results of this study were as
equal as the research conducted by Rahmi, Arfan,
and Jalaluddin (2013), Suharno (2016), Zulkarnaen,
Syamsun and Maulana (2016) stated that return on
assets had an influence on stock prices. However,
contrary to research conducted by Safitri (2013), and
Aulianisa (2013), the return on assets had no effect
on stock prices.

Systematic risk has no significant effect on stock
price, so the research hypothesis is rejected. The less
effect of systematic risk (beta) on stock prices indi-
cates that market instability causes most investors to
buy stocks for short-term profit in the form of capital
gains; therefore the systematic risk (beta) occurred in
the market does not affect the stock price. In contrast
to the theory by Tandelilin (2010), the greater the be-
ta of a security, the greater the sensitivity of the se-
curities return to changes in market return. In other
words, the riskier the investment (shown by the beta
coefficient), the lower the stock price. Systematic risk
is a risk associated with the alteration that occurs in
the market totally. Systematic risk cannot be mini-
mized by diversification. The greater the risk facing
the company, the investor will consider speculating
in investing shares to the company, thus causing the
company’s stock price to decrease. Conversely, the
lower the risk faced by the company, the more in-
vestor will be interested to invest the shares into the
company, thus causing the company’s stock price to
increase. No effect of systematic risk (beta) on stock
prices indicates that market instability causes most
investors to buy stocks for short-term profit in the
form of capital gains so that systematic risk (beta)
that occurs in the market does not affect the stock
price. The results of this study are reciprocally equal
to the research conducted by Hijrah (2007) and
Setianingrum (2009) who stated that the systemat-
ic risk did not affect the stock price. However, con-
trary to research by Maryanne and Menina (2009),
Amanda and Pratomo (2013), Rahmi, Arfan, and
Jalaluddin (2013) said that systematic risk affected
stock prices.

In this research, the inflation rate has a significant
influence on stock prices, with a negative trend;
thus, the research hypothesis is accepted. The re-
sults provide a picture that inflation can encourage
market reaction to stock prices. The inflation rate
may have both positive and negative effects depend-

Problems and Perspectives in Management, Volume 15, Issue 4, 2017

ing on the rate of inflation. High inflation rates can
be harmful to the economy in global, the number of
companies will experience financial distress. High
inflation can also lower stock prices in the market.
However, a low inflation rate can push the economy
better by strengthening national income and get-
ting people to be more productive, earning money;,
saving money and investing. The results of this
study are in accordance with the research conduct-
ed by Krisna and Wirawati (2013) who said that in-
flation had an influence on stock prices. Meanwhile,
according to Maryanne and Menina (2009), Kewal
(2012), Amin (2012), Agustina and Sumartio (2014),
Zulkarnaen, Syamsun, and Maulana (2016), infla-
tion did not affect the stock price.

The interest rate does not affect the stock price; as
the result, the research hypothesis is rejected. The
interest rate does not affect the stock price trig-
gered by the type of Indonesian investors who pre-
fer to conduct stock transactions in the short term
(trader/ speculator), so investors tend to obtain
profit taking in an expectation of obtaining higher
capital gains in the capital market than invest in
the form of deposits. In addition, some listed com-
panies that provide high dividends to their share-
holders are also one of an enticement for investors
to invest in stocks rather than in the form of se-
curities in the money market. The results of this
study are equal to the research conducted by Kewal
(2012), Krisna and Wirawati (2013) who said that
interest rates had no effect on stock prices. But it is
contrary to research by Amin (2012) who said that
the interest rate affected on stock prices.

Crude oil prices have a significant effect on stock
prices, so the research hypothesis is accepted. As
oil prices in the world rise, it becomes the trigger
of the increase in almost all sectors. Considering
that oil serves as fuel and industrial production
materials, the rise in oil prices causes the produc-
tion costs for the industry which furthermore un-
dermine the fundamental aspects of the company.
The results of this study turn to be the same to a re-
search conducted by Witjaksono (2010), Handiani
(2014), and Pardede et al. (2016), the results of his
research show that world oil prices affected the
stock price. However, it is contrary to research led
by Hanafiah, Sudjana, and Sulasmiyati (2015) who
stated that world oil prices did not have effects on
stock prices.
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CONCLUSION

The aim of this study was to identify factors affecting stock pricing and define which of the most important
factors have a powerful effect on the firm stock price. The data used for this research were secondary data in
the form of documents on financial statements and other related information such as company annual report,
and share statistic report, and gather from the official website of Indonesia Stock Exchange (IDX), Statistic
Indonesia, Bank of Indonesia and U.S. Energy Information Administration.

This research used companies in the consumer goods industry listed on Indonesia Stock Exchange for the
period 2008-2015 when sample was taken from 18 companies based on purposive sampling technique. Panel
data regression methods have been used to explain the relationship between stock price and PER, ROA, Beta,
INF, IR and OP variables.

The regression model used in this research has passed from classical assumption tests and the empirical result
shows that the independent variables used simultaneously are able to describe the dependent variable in a
good way and the estimation model is fixed.

Individually, this research was found there are positive and significant relationship between PER, ROA, and
OP with stock price in the consumer goods industry listed at Indonesia Stock Exchange, and there is a nega-
tive and significant relationship between INF with stock prices in the consumer goods industry listed on
the Indonesia Stock Exchange, while beta and IR were found no impact on the firm stock price. Adjusted
R-square (R2 ) indicates that 59.55% of independent variables are able to explain the percentage of variation
in the dependent variable, while the remaining 40.45% is explained by the variation of other variables outside
of the regression model.

There have been several limitations of the research, which may affect the research results. The first limited is
the research sample. In this research, the sample used only 18 companies in the consumer goods industry
that fulfill the criteria which are observed to identify factors that affecting company stock price. Thus, the
researcher suggests that the future research will use a wider research sample, like more than one industry and
a longer period of time, so the number of observation is bigger and more accurate.

The second is the limited number of independent variables. In this research, the researcher only uses PER,
ROA, beta, INF, IR, and IO as the independent variables, which were used to identify factors that affect com-
pany stock price. Based on the result of panel data regression methods specifically the adjusted R-square, the

variation in the independent variables (PER, ROA, beta, INF, IR and OP) determined 59.55% of the variation

in the firm stock price, meaning that there are other variables influencing the firm stock price, which are not

examined in this research. Thus, the researcher suggests that the future research will add more independent

variables by collaborating more theories.
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