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ABSTRACT

Banking as the main sector in the economy with an intermediary function. This study aims
to determine the effect of financial performance and bank size on the stock price of banking
banks in 2019-2020. The financial performance to be studied includes the profitability
variable, liquidity variable and capital adequacy variable. The dependent variable is stock
price. Research data in the form of secondary data, data of 86 data, obtained from 43
financial statements of banks in Indonesia for 2 years. Measurement of independent
variables using ROA, LDR, CAR and bank size. The research method used is a quantitative
approach. This study uses regression analysis. The results showed that the variables of
capital adequacy and bank size had an effect on banking stock prices. While the profitability
and liquidity variables have no effect on stock prices.

Keywords: Profitability, Liquidity, Capital, Adequacy, Bank Size, Stock Price

INTRODUCTION

During the pandemic, the banking sector and capital market conditions in Indonesia
were affected. The Composite Stock Price Index in Indonesia fell sharply and touched its
lowest level at Rp.3,911.71. Financial performance in this study will use profitability,
liquidity and capital adequacy. Profitability will use Return on assets (ROA) as a measuring
tool in research. Liquidity will use the Loan to Deposit Ratio (LDR) as a measuring tool in
the study. Capital adequacy will use the Capital Adequacy Ratio (CAR) as a measuring tool
in the study.Capital adequacy is a financial performance that assesses a bank'’s ability to
guarantee its activities with sufficient capital. The ratio to determine capital adequacy used
in this study is the Capital Adequacy Ratio (CAR). Banks that have good capital adequacy
will increase investor confidence to invest so that stock prices increase
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Liquidity is a bank's ability to meetits  short-term obligations. Liquidity can be measured
by bank liquidity ratios, such as; Quick ratio, Banking Ratio/Loan to Deposit Ratio (LDR) and Loan
to Assets Ratio. A good bank's ability to pay its debts gives confidence to the public which causes
stock prices to increase. The size of the bank in this study is seen based on the size of the total assets
owned by the bank. Assets are an important component of a bank. A bank with a larger asset size is
more profitable than a bank with a small asset size, because a larger bank has a higher level of
efficiency.

Bank Size to Stock

Research related to bank size has been carried out by [4,5,6,7,8,9,10,11,12]. According to
[12] company size has a positive effect on stock prices. The size of the bank (size) has an effect and
is significant on the stock price (closing price). Because investors are more interested in stocks from
banks that have a good image in the community, including stable asset values, high bank values, low
debt values, and a positive image. from the public. According to [13] where the results found that
bank size had a positive effect on stock prices. The logical relationship that can be stated is that the
size of the bank in terms of the size of the total assets owned by the bank will be able to give a signal
to investors and potential investors that the bank is in good condition, as well as making a good
reputation, will automatically give a good signal to price increases stock.

H1 : The size of the bank affects the stock price of the bank

Profitability to stocks

According to [14] financial performance has an influence on stocks. ROA has a
positive and significant effect on stock prices. According to [15], ROA will generate profits
if the management of assets in the bank is efficient. [16] and [17] Accurate bank
performance measurement can use ROA. ROA can be used to measure the annual average
of assets. ROA is used as a measure of the performance of a banking bank, the higher the
ROA value, the better the performance of the bank, especially financial. ROA is the ratio
between profit before tax and total assets. According to [18] ROA is the ratio between
operating/operating profit to total assets. The calculation of ROA uses operating income
because if using net income, it is feared that there will be an effect of non-operating income
(expenses) that are not derived from the core business. The ROA ratio is very important,
considering that the profits obtained from asset users can reflect the level of efficiency of a
bank. The higher the ROA value can attract investors to invest in the bank. [12] explains
that profitability (ROA) has no effect on stock prices (closing price). Investors in buying
shares do not only refer to bank profitability but there is a possibility that investors survey
the company's image in the community.

H2 : Profitability has an effect on stock prices
Liquidity to shares

Research related to bank liquidity has been widely studied by [4,5, 19,20]. Short-term
liabilities are bank capabilities that must be met, this can be measured by LDR (Loan to



Deposit Ratio)

LDR is obtained from the distribution of loans and third party funds. Third party funds
include demand deposits, savings and time deposits. According to [1] LDR has a
significant effect on stock prices. According to [2,3], LDR has no effect on stock prices..

H3 : Liquidity affects stock prices

Adequacy of Capital on stock prices

According to [16] financial performance has an influence on stocks. CAR and ROA have
a positive and significant effect on stock prices while LDR has a negative and significant effect on
stock prices. CAR reflects the bank's ability to cover the decline in assets due to losses on bank
assets by using their own capital. Sufficient capital not only prevents the occurrence of bank
failure, but operating losses and investment losses must be immediately covered with sufficient
profits if the bank is to survive. CAR is the ratio of capital to Risk Weighted Assets (RWA). The
minimum CAR for each bank in accordance with the standards set by the Bank for International
Settlements (BIS) is 8%. Banking banks listed on the Indonesia Stock Exchange have included
RWA in their financial statements. According to [2,3] has no effect on stock prices.

H4 : Capital adequacy affects stock prices
Research methods

This research is a type of quantitative research to analyze financial performance and stock
prices. The criteria for determining the sample in this study are as follows: (1) IDX-listed banking
banks in 2019 - 2020 and (2) Complete stock price information is available and can be accessed
on the website https://rti.co.id/. The method used in the data collection technique is the
documentation method.

The multiple regression model equation is:
Yi=a+bXi+bXo+bXs+bXs+bXs+e
Information:

a = Constant Variable
b = Coefficient of direction

X1 = Bank Size
X2 = ROA
X3=LDR
X4 =CAR

Y1 = Stock Price
e = error



Analysis Results
Normality test

The residual normality test in this study used the Kolmogorov — Smirnov (K-S) non-
parametric statistical test. In TABLE 1 the value of Kolmogorov — Smirnov is 0.080 and significant
at 0.200 means that the residual data is normally distributed.

TABLE 1 TEST OF NORMALITY

Information Unstanfardized
Residual
N 86
Normal | Mean 0,000
Parameter
Std. 0,485
Deviation
Absolute 0,80
Positif 0,62
-0,080
Test Statistic 0,080
Asymp. Sig. (2-tailed) 0,200

a. Test distribution is Normal.
b. Calculated from data.

c. Lilliefors Significance Correction.

Autocorrelation Test

The autocorrelation test on the endogenous variable of stock prices shows the Durbin
Watson (DW) value of 1.812. The value of the Durbin Watson (DW) table with the number of n =
86 and the independent variable 4 (k = 4) dl of 1.5536 du of 1.7478. The condition that there is no
autocorrelation either positive or negative is dl < DW < 4 — du. The results of the autocorrelation
test showed 1.5536 < 1.812 < 2.4464. So it can be concluded that there is no autocorrelation either
positive or negative.



TABLE 2 AUTOCOLLERATION TEST

Model Std. Error of | Durbin-Watson
the Estimate
1 0,49636 1,812

a. Predictors: (Constant), CAR, LDR, ROA, SIZE

b. Dependent Variable: Saham

Multicollinearity Test

The test results in Table 3 show that the tolerance value is more than 0.10 and the VIF is not
greater than 10. Therefore, the test results of this model meet the assumptions of the recursive
model. It can be concluded that this model does not have multicollinearity between independent

variables in the regression model.

TABLE 3 MULTICOLONERITY TEST

Independent Tolerance VIF
Variable

SIZE 0,615 1,625
ROA 0,817 1,224
LDR 0,908 1,101
CAR 0,712 1,404

Heteroscedasticity Test

The heteroscedasticity test used the Glacier test, by regressing the independent variable with the
absolute residual value. Table 4 shows a significance value of more than 0.05, so it is concluded
that there is no heteroscedasticity in the regression model. TABEL 4

TABLE 4 HETEROCEDASTICITY TEST

Variabel Tolerance Significant
Independent

SIZE -0,148 0,883
ROA -1,712 0,091
LDR -1,228 0,223
CAR 1,804 0,075




In Table 5, the determination test has an R2 value of 47.4% with a significance level of <0.05, this
indicates the ability of the independent variable to predict the dependent variable of 47.4%

TABLE 5 DETERMINATION COEFFICIENT TEST

Model R R Square Adjusted R
Square
1 0,706 0,498 0,474

a. Predictors: (Constant), CAR, LDR, ROA, SIZE
Simultaneous Test (F Statistics Test)

Simultaneous test is used to determine the independent variables together (simultaneously)
have an effect on the dependent variable. F test of influential terms with a significance level of <
0.005. Table 6 shows a significance value of 0.000, this shows that the variables CAR, LDR, ROA
and SIZE together have an effect on stock prices.

TABLE 6 SIMULTANEOUS TEST

Model Statistic F Significant

1 | Regression | 20,120 0,000
a. Dependent Variable: PRICE

b. Predictors: (Constant), CAR, LDR, ROA, SIZE
Partial Test (Statistical Test t)

Partial test is used to determine the relationship of each independent variable individually
to the dependent variable. The conditional t test has an effect with a significance level of < 0.005.
Table 7 shows that SIZE has an effect on stock prices with a significance level of 0.000 and the
direction of the relationship is positive, meaning that the larger the size of the bank, the higher the
stock price. Stock price is not affected by ROA with a significance level of 0.127. Stock price is
not affected by LDR with a significance level of 0.184. Stock prices are affected by CAR with a
significance level of 0.000 and the direction of the relationship is positive. The bigger the CAR,
the higher the stock price.



TABLE 7 PARTIAL TEST

Coefficients?

Model St.Co- | Statistik | Significant
efficient T
Beta
1 | Constant -4,781 0,000

SIZE 0,773 7,706 0,000
ROA 0,134 1,543 0,127
LDR -0, 111 | -1,340 0,184
CAR 0,426 4,574 0,000

a. Dependent Variable: PRICE

DISCUSSION

The size of the bank affects the stock price, the greater the assets owned by the bank the higher
the stock price. The ability of banks to manage bank assets will provide confidence to investors
so that stock prices will rise. This study supports the research of [13] that stock price is affected
by bank size. Stock price is not affected by profitability, this is because the profits earned by the
bank are not optimal and unstable. In 2000, many banking profits decreased compared to 2019.

Stock price is not affected by liquidity, this shows the ability of banks to pay off obligations does
not affect market prices. The results of this study support [3]. Capital adequacy affects stock prices
because the greater the capital from the bank, the more confidence it gives investors to buy shares,
so the demand for shares is higher and stock prices are increasing. This study does not support the
research of [2,3] that CAR has no effect on stock prices.

CONCLUSION

Bank size and bank capital adequacy affect stock prices. Assets and capital owned by banks attract
investors to buy shares, so that the stock price will increase. Profitability and liquidity have no
effect on stock prices. The profit earned by the bank due to instability and the bank's ability to
making debt payments that are not optimal cannot affect stock prices.
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ABSTRACT

Banking as the main sector in the economy with an intermediary function. This study aims
to determine the effect of financial performance and bank size on the stock price of banking
banks in 2019-2020. The financial performance to be studied includes the profitability
variable, liquidity variable and capital adequacy variable. The dependent variable is stock
price. Research data in the form of secondary data, data of 86 data, obtained from 43
financial statements of banks in Indonesia for 2 years. Measurement of independent
variables using ROA, LDR, CAR and bank size. The research method used is a quantitative
approach. This study uses regression analysis. The results showed that the variables of
capital adequacy and bank size had an effect on banking stock prices. While the profitability
and liquidity variables have no effect on stock prices.

Keywords: Profitability, Liquidity, Capital, Adequacy, Bank Size, Stock Price

INTRODUCTION

During the pandemic, the banking sector and capital market conditions in Indonesia
were affected. The Composite Stock Price Index in Indonesia fell sharply and touched its
lowest level at Rp.3,911.71. Financial performance in this study will use profitability,
liquidity and capital adequacy. Profitability will use Return on assets (ROA) as a measuring
tool in research. Liquidity will use the Loan to Deposit Ratio (LDR) as a measuring tool in
the study. Capital adequacy will use the Capital Adequacy Ratio (CAR) as a measuring tool
in the study.Capital adequacy is a financial performance that assesses a bank's ability to
guarantee its activities with sufficient capital. The ratio to determine capital adequacy used
in this study is the Capital Adequacy Ratio (CAR). Banks that have good capital adequacy
will increase investor confidence to invest so that stock prices increase.
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Liquidity is a bank's ability to meetits  short-term obligations. Liquidity can be measured
by bank liquidity ratios, such as; Quick ratio, Banking Ratio/Loan to Deposit Ratio (LDR) and Loan
to Assets Ratio. A good bank's ability to pay its debts gives confidence to the public which causes
stock prices to increase. The size of the bank in this study is seen based on the size of the total assets
owned by the bank. Assets are an important component of a bank. A bank with a larger asset size is
more profitable than a bank with a small asset size, because a larger bank has a higher level of
efficiency.

Bank Size to Stock

Research related to bank size has been carried out by [4,5,6,7,8,9,10,11,12]. According to
[12] company size has a positive effect on stock prices. The size of the bank (size) has an effect and
is significant on the stock price (closing price). Because investors are more interested in stocks from
banks that have a good image in the community, including stable asset values, high bank values, low
debt values, and a positive image. from the public. According to [13] where the results found that
bank size had a positive effect on stock prices. The logical relationship that can be stated is that the
size of the bank in terms of the size of the total assets owned by the bank will be able to give a signal
to investors and potential investors that the bank is in good condition, as well as making a good
reputation, will automatically give a good signal to price increases stock.

H1 : The size of the bank affects the stock price of the bank

Profitability to stocks

According to [14] financial performance has an influence on stocks. ROA has a
positive and significant effect on stock prices. According to [15], ROA will generate profits
if the management of assets in the bank is efficient. [16] and [17] Accurate bank
performance measurement can use ROA. ROA can be used to measure the annual average
of assets. ROA is used as a measure of the performance of a banking bank, the higher the
ROA value, the better the performance of the bank, especially financial. ROA is the ratio
between profit before tax and total assets. According to [18] ROA is the ratio between
operating/operating profit to total assets. The calculation of ROA uses operating income
because if using net income, it is feared that there will be an effect of non-operating income
(expenses) that are not derived from the core business. The ROA ratio is very important,
considering that the profits obtained from asset users can reflect the level of efficiency of a
bank. The higher the ROA value can attract investors to invest in the bank. [12] explains
that profitability (ROA) has no effect on stock prices (closing price). Investors in buying
shares do not only refer to bank profitability but there is a possibility that investors survey
the company's image in the community.

H2 : Profitability has an effect on stock prices
Liquidity to shares

Research related to bank liquidity has been widely studied by [4,5, 19,20]. Short-term
liabilities are bank capabilities that must be met, this can be measured by LDR (Loan to



Deposit Ratio)

LDR is obtained from the distribution of loans and third party funds. Third party funds
include demand deposits, savings and time deposits. According to [1] LDR has a
significant effect on stock prices. According to [2,3], LDR has no effect on stock prices..

H3 : Liquidity affects stock prices

Adequacy of Capital on stock prices

According to [16] financial performance has an influence on stocks. CAR and ROA have
a positive and significant effect on stock prices while LDR has a negative and significant effect on
stock prices. CAR reflects the bank's ability to cover the decline in assets due to losses on bank
assets by using their own capital. Sufficient capital not only prevents the occurrence of bank
failure, but operating losses and investment losses must be immediately covered with sufficient
profits if the bank is to survive. CAR is the ratio of capital to Risk Weighted Assets (RWA). The
minimum CAR for each bank in accordance with the standards set by the Bank for International
Settlements (BIS) is 8%. Banking banks listed on the Indonesia Stock Exchange have included
RWA in their financial statements. According to [2,3] has no effect on stock prices.

H4 : Capital adequacy affects stock prices
Research methods

This research is a type of quantitative research to analyze financial performance and stock
prices. The criteria for determining the sample in this study are as follows: (1) IDX-listed banking
banks in 2019 - 2020 and (2) Complete stock price information is available and can be accessed
on the website https://rti.co.id/. The method used in the data collection technique is the
documentation method.

The multiple regression model equation is:
Yi=a+bXi+bXo+bXs+bXs+bXs+e
Information:

a = Constant Variable
b = Coefficient of direction

X1 = Bank Size
X2 = ROA
X3=LDR
X4 =CAR

Y1 = Stock Price
e = error



Analysis Results
Normality test

The residual normality test in this study used the Kolmogorov — Smirnov (K-S) non-
parametric statistical test. In TABLE 1 the value of Kolmogorov — Smirnov is 0.080 and significant
at 0.200 means that the residual data is normally distributed.

TABLE 1 TEST OF NORMALITY

Information Unstanfardized
Residual
N 86
Normal | Mean 0,000
Parameter
Std. 0,485
Deviation
Absolute 0,80
Positif 0,62
-0,080
Test Statistic 0,080
Asymp. Sig. (2-tailed) 0,200

a. Test distribution is Normal.
b. Calculated from data.

c. Lilliefors Significance Correction.

Autocorrelation Test

The autocorrelation test on the endogenous variable of stock prices shows the Durbin
Watson (DW) value of 1.812. The value of the Durbin Watson (DW) table with the number of n =
86 and the independent variable 4 (k = 4) dl of 1.5536 du of 1.7478. The condition that there is no
autocorrelation either positive or negative is dl < DW < 4 — du. The results of the autocorrelation
test showed 1.5536 < 1.812 < 2.4464. So it can be concluded that there is no autocorrelation either
positive or negative.



TABLE 2 AUTOCOLLERATION TEST

Model Std. Error of | Durbin-Watson
the Estimate
1 0,49636 1,812

a. Predictors: (Constant), CAR, LDR, ROA, SIZE

b. Dependent Variable: Saham

Multicollinearity Test

The test results in Table 3 show that the tolerance value is more than 0.10 and the VIF is not
greater than 10. Therefore, the test results of this model meet the assumptions of the recursive
model. It can be concluded that this model does not have multicollinearity between independent

variables in the regression model.

TABLE 3 MULTICOLONERITY TEST

Independent Tolerance VIF
Variable

SIZE 0,615 1,625
ROA 0,817 1,224
LDR 0,908 1,101
CAR 0,712 1,404

Heteroscedasticity Test

The heteroscedasticity test used the Glacier test, by regressing the independent variable with the
absolute residual value. Table 4 shows a significance value of more than 0.05, so it is concluded
that there is no heteroscedasticity in the regression model. TABEL 4

TABLE 4 HETEROCEDASTICITY TEST

Variabel Tolerance Significant
Independent

SIZE -0,148 0,883
ROA -1,712 0,091
LDR -1,228 0,223
CAR 1,804 0,075




In Table 5, the determination test has an R2 value of 47.4% with a significance level of <0.05, this
indicates the ability of the independent variable to predict the dependent variable of 47.4%

TABLE 5 DETERMINATION COEFFICIENT TEST

Model R R Square Adjusted R
Square
1 0,706 0,498 0,474

a. Predictors: (Constant), CAR, LDR, ROA, SIZE
Simultaneous Test (F Statistics Test)

Simultaneous test is used to determine the independent variables together (simultaneously)
have an effect on the dependent variable. F test of influential terms with a significance level of <
0.005. Table 6 shows a significance value of 0.000, this shows that the variables CAR, LDR, ROA
and SIZE together have an effect on stock prices.

TABLE 6 SIMULTANEOUS TEST

Model Statistic F Significant

1 | Regression | 20,120 0,000
a. Dependent Variable: PRICE

b. Predictors: (Constant), CAR, LDR, ROA, SIZE
Partial Test (Statistical Test t)

Partial test is used to determine the relationship of each independent variable individually
to the dependent variable. The conditional t test has an effect with a significance level of < 0.005.
Table 7 shows that SIZE has an effect on stock prices with a significance level of 0.000 and the
direction of the relationship is positive, meaning that the larger the size of the bank, the higher the
stock price. Stock price is not affected by ROA with a significance level of 0.127. Stock price is
not affected by LDR with a significance level of 0.184. Stock prices are affected by CAR with a
significance level of 0.000 and the direction of the relationship is positive. The bigger the CAR,
the higher the stock price.



TABLE 7 PARTIAL TEST

Coefficients?

Model St.Co- | Statistik | Significant
efficient T
Beta
1 | Constant -4,781 0,000

SIZE 0,773 7,706 0,000
ROA 0,134 1,543 0,127
LDR -0, 111 | -1,340 0,184
CAR 0,426 4,574 0,000

a. Dependent Variable: PRICE

DISCUSSION

The size of the bank affects the stock price, the greater the assets owned by the bank the higher
the stock price. The ability of banks to manage bank assets will provide confidence to investors
so that stock prices will rise. This study supports the research of [13] that stock price is affected
by bank size. Stock price is not affected by profitability, this is because the profits earned by the
bank are not optimal and unstable. In 2000, many banking profits decreased compared to 2019.

Stock price is not affected by liquidity, this shows the ability of banks to pay off obligations does
not affect market prices. The results of this study support [3]. Capital adequacy affects stock prices
because the greater the capital from the bank, the more confidence it gives investors to buy shares,
so the demand for shares is higher and stock prices are increasing. This study does not support the
research of [2,3] that CAR has no effect on stock prices.

CONCLUSION

Bank size and bank capital adequacy affect stock prices. Assets and capital owned by banks attract
investors to buy shares, so that the stock price will increase. Profitability and liquidity have no
effect on stock prices. The profit earned by the bank due to instability and the bank's ability to
making debt payments that are not optimal cannot affect stock prices.
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