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Abstract

The purpose of this study was to determine the effect of liquidity ratios, solvency, and profitability on stock
prices in large frading sub-sector companies. The object of this research was carried out in large trading
sub-sector companies listed on the Indonesia Stock Exchange from 2016 to 2020 as measured by using
liguidity (CR), solvency (DAR), and profitability (ROE). The sampling method in this study using purposive
sampling by taking a sample of 9 companies in accordance with the sample criteria. The results of
simultaneous hypothesis testing show that liquidity, solvency and profitability have no effect on stock

prices. While partially, only profitability has an influence on stock prices, liquidity and solvency variables
have no effect on stock prices.
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Infroduction

The current economic conditions that have changed have had a lot of influence on the
business world, including investors being more careful in investing in go public companies
Soebyakto and Sinulingga (2018). Stock prices fluctuate and can change. The main purpose
of going public is to obtain expansion funds to improve the company's capital structure with
additional capital through investors who are interested in buying the shares offered (Hirdinis,
2019). In addition, another goal is to increase the shareholder value of the company. Shares
are securities that record our ownership in a company that has rights or assets and also the
income generated by the company in accordance with the portion of the shares purchased.
Shares are issued when a company wanfts to raise capital from the public. Stock prices can
fluctuate due to supply and demand. This study uses three types of financial ratios, namely:
liquidity ratios, solvency ratios, and profitability ratios. According to Susanti, Latifa, and Sunarsi
(2020), the liguidity ratio is an evaluation of the company's ability to repay its short-term debt
with current assets in the company. Many companies go public that run business in the frade
sector both locally and globally, thus creatfing a fight competition between companies.
Companies in the Big Trading Sector listed on the Indonesia Stock Exchange. Based on data
on the Indonesia Stock Exchange, there are 91 companies that are included in the Big Trading
Sector. Information from the Minister of Finance of the Republic of Indonesia Fiscal Policy
Agency, Center for Macroeconomic Policy 2012. The frade sector is classified as a tertfiary
sector. The trade sector grew by 9.2% in 2011, an increase from 8.7% in the previous year. In
2016 — 2018 the share price increased because it had a large profit. In addition, the influence
of the relatively small market capitalization has pushed up stock prices during this time period.
However, at the end of 2019 — 2020 there was a significant decline in share prices. The Covid-
19 pandemic that has attacked all countries has caused several large trading sectors to suffer
losses so that stock prices in several sectors experienced a significant decline.

Table 1
Graph of Liquidity Ratio, Solvency and Profitability.
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At this time many companies that have gone public are running businesses in the tfrade sector
both locally and globally, thus creating a tight competition between companies. To face this
competition, companies must grow well and be able to maintain their advantages in order to
provide benefits to the owners of capital and those who run or manage the company. Data
from the Cenfral Statistics Agency shows that there are three sectors that contributed greatly
to Indonesia's economic growth in the first quarter of 2019 (www.katadata.ac.id), the three
sectors were industry with a conftribution of 20.07%, then tfrade 12.20%, and agriculture 12.65%.
Trade growth with other countries slowed down. With China, the figure was 6.4% in the first
quarter of 2019, from 6.8% in the same period a year earlier. Then, Singapore is also much
lower, from 4.7% to 1.3%. Similar conditions also occurred for South Koreq, its frade growth with
Indonesia from 2.8% to 1.8%. Only with the United States alone there is a strengthening, from
2.6% to 3.2% (www.katadata.ac.id). Companies in the Big Trading Sector listed on the
Indonesia Stock Exchange, based on data on the Indonesia Stock Exchange, there are 91
companies that are included in the Big Trading Sector. Information from the Minister of Finance
of the Republic of Indonesia Fiscal Policy Agency, Center for Macroeconomic Policy 2012. The
frade sector is classified as a tertiary sector. The frade sector grew by 9.2% in 2011, an increase
from 8.7% in the previous year. In 2016 — 2018 the share price increased because it had a large
profit.

In addition, the factor of the influence of market capitalization which is sfill relatively small has
pushed up stock prices af that fime. However, af the end of 2019 — 2020 there was a significant
decline in share prices. This was due to the COVID-19 pandemic that attacked all countries,
so that several large trading sectors suffered losses so that stock prices in several sectors
experienced a significant decline. After conducting several studies related to stock prices, the
results obtained still do not show consistency related to the theories of research results from
conditions occurring in the large frading sector. These studies have been conducted with a
discussion on the ratio of liquidity, solvency, and profitability, to stock prices have different
results as well. The liquidity ratio is measured using the current ratio because this ratio provides
information about the extent to which the company's current assets can cover its short-term
liabilities or current liabilities. The greater the ratio between current assets and current liabilities,
a company has a greater ability to cover its current debt obligations.

According to Nufus, SUPRATIKTA, MUCHTAR, and Sunarsi (2020), the solvency ratio shows the
extent to which the company's ability to fulfill all its obligations with the guarantee of its assets.
This ratio is fo assess or measure the comparison between the amount of debt with the amount
of capital or equity. So by using this ratio, you can find out how much capital is used as
collateral for the company's debt. The solvency ratio is measured using the debt to assets ratio
because this ratio measures the percentage of funds originating from debt. Profitability ratio is
aratio that describes the company's ability to generate profits by using the capital embedded
in it. The profitability ratio is measured using return on assets because this rafio measures the
return on profits for a year based on the capitalinvested in a company. According to Pattiruhu
and PAAIS (2020) in his research stated that the ROE variable had an insignificant effect on
closing stock prices. This indicates that the ROE variable is not suitable as a reference in making
investment decisions because of its insignificant effect on closing stock prices.
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TABLE 2 STOCK PRICE
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Literature Review

Stock price

Yu (2020) states that the stock price is the price of a share that occurs on the stock market at
a certain time determined by market participants and is determined by the demand and
supply of the shares concerned in the capital market. The share price is the price set by a
company based on the influence of supply and demand for shares that occur between the
seller and the buyer of shares. The stock price reflects the success of the company's
management where this success will generate profits which will then provide satisfaction for
rational investors (Hertinaa & Saudib, 2019). Stamoulis (2020): stock price is the price of a share
that occurs in the stock market at a certain fime determined by market participants and
determined by the demand and supply of the shares concerned in the capital market.
Christine and Apriliana (2021), states that partially liquidity and solvency have no effect on
stock prices Sepindo, Suhendro, and Chomsatu (2020), tested the effect of liquidity,
profitability, and solvency on stock prices and the results stated that liquidity had no significant
effect on stock prices.

Effect of Liquidity Ratio, Solvency Ratio, and Profitability Ratio on Stock Price

Brigham and Houston (2021), said that the liquidity ratio is a ratio that describes the company's
ability to meet short-term obligations. According to Riyanto (2004), solvency is showing the
company's ability to meet all its financial obligations if the company is liquidated. Rasio
Profitabilitas. Melati and Munir (2020) argues that the Profitability Ratio is a ratio that describes
the company's ability to generate profits by using the capital embedded in it. Hertina, Dewi,
Arkananto, Yassar, and Wiherdianto (2021), examines the effect of liquidity, solvency, and
market value on stock returns. The results of this study indicate that partially the three variables
of liguidity, solvency, and market value have no significant effect on stock returns, while
simultaneously investment opportunities and profitability have an effect on dividend policy.
Kusnandar and Sari (2020), tested the effect of liquidity, solvency, profitability, market ratios,
and firm size on stock prices. The results of this study show that partially the liquidity and
profitability variables have no significant effect on stock prices, simultaneously liquidity,
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solvency, profitability, market ratios, and firm size variables have a significant influence on
stock prices.

Effect Of Liquidity Ratio, Solvency Ratio, And Profitability Ratio On Stock Price

Brigham and Houston (2021), said that the liquidity ratio is a ratio that describes the company's
ability to meet short-term obligations. According to Riyanto (2004), solvency is showing the
company's ability to meet all its financial obligations if the company is liquidated. Rasio
Profitabilitas. Melati and Munir (2020) argues that the Profitability Ratio is a ratio that describes
the company's ability to generate profits by using the capital embedded in it. Hertina et al.
(2021), examines the effect of liquidity, solvency, and market value on stock returns. The results
of this study indicate that partially the three variables of liquidity, solvency, and market value
have no significant effect on stock returns, while simultaneously investment opportunities and
profitability have an effect on dividend policy. Kusnandar and Sari (2020), tested the effect of
liguidity, solvency, profitability, market ratios, and firm size on stock prices. The results of this
study show that partially the liquidity and profitability variables have no significant effect on
stock prices, simultaneously liquidity, solvency, profitability, market ratios, and firm size variables
have a significant influence on stock prices.

Effect of Liquidity Ratio on Stock Price

According to M Allo (2021), the liquidity ratio is a ratio that describes the company's ability to
meet short-term obligations. Susanti et al. (2020) stated that the liquidity ratio is an evaluation
of the company's ability to repay short-term debts with current assets in the company.The
liguidity ratio is to measure the ability of a company in terms of liquidity or how a company is
able to pay its short-term obligations. Sulistyanie and Sumantri (2020), examines the effect of
financial ratios on LQ45 company stock prices for the 2011-2015 period. The financial ratios
used to measure liquidity include the current ratio, debt equity ratio, total asset furnover, return
on equity and earnings per share. used as the independent variable and Stock Price as the
dependent variable. The sampling technique used was purposive sampling with a sample of
18 LQ45 issuers who met the research criteria in the year concerned. The results of this study
indicate that the results of hypothesis testing debt equity ratio and earnings per share have a
significant effect on stock prices, while the current ratio, total asset turnover and return on
equity have no significant effect on stock prices. Sepindo et al. (2020), tested the effect of
liguidity, profitability, and solvency on stock prices. The results of this study indicate that the
variables ratio Current Ratio, Return on Assets and Debt to Equity Ratio are statistically
significant simultaneously to predict stock prices to be traded.

The Effect of Solvency Ratio on Stock Price

According to Nufus et al. (2020), the solvency ratio shows the extent to which the company's
ability to fulfill all its obligations is guaranteed by the assefts it has. The solvency ratio is the level
of a company's ability fo pay off its short-term and long-term debft or its total debt with its
capital or total assets. Widyastuti (2019), tested the analysis of financial performance on stock
prices in food and beverage companies listed on the IDX from 2011 to 2015. The financial ratios
used to measure liquidity include the current ratio, debt equity ratio, return on equity. , debft
to equity ratio, and total asset furnover. The results show that partially only return on equity and
debt to equity ratio have a significant effect on stock prices, while simultaneously shows that
the four variables used, namely the current ratio, retfurn on equity, debt to equity ratio and
total asset furnover have a significant effect on the stock price. significant to stock prices.
Jihadi et al. (2021), examines the comparison of the effect of liquidity, solvency, and
profitability on stock prices. The results show that DER & ROA have a significant effect on stock
prices.
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Research Paradigm

Research Hypothesis
Ha: Liquidity ratios, solvency ratios and profitability ratios affect stock prices
Ha: Liquidity ratio affects stock prices
Hs: The solvency ratio has an effect on stock prices

Ha: Profitability ratios affect stock prices

Research Methods

The method used in this study is a descriptive method, with the research population being alll
large trading sub-sector companies listed on the Indonesia Stock Exchange in 2016 - 2020.The
type of data used in this research is using secondary data, namely financial statement data in
a company. The data used are financial statements for the period 2016 - 2020.

Sample selection criteria

1. Listed as a company listed on the Indonesia Stock Exchange from 2016 - 2020 and
continuously reporting its finances.

2. Companies that submit complete data in the year concerned to measure the
variables.

3. Companies that submit stock price data available in the year concerned.
4, Companies that submit financial reports from January to December in the year
concerned.

Results and Discussion

Descriptive Statistical Analysis

Descriptive stafistical analysis is used fo provide an overview of the data for each variable
used in the study. The variables used in this study are the liquidity ratio proxied by the current
ratio, the solvency ratio proxied by the debt to assets ratio, the profitability ratio proxied by
return on equity and stock prices (Y). The results of descriptive statistical analysis in this study
are as follows:

937



© RIGEO e Review of International Geographical Education 11(5), SPRING, 2021

F-Statistic Test

Table 2

F Test
R-squared 0.208125 Mean dependent var 4261.786
Adjusted R-squared 0.145608 S.D.dependent var 8565.819
S.E. ofregression 7917.670 Akaike info criterion 20.88197
Sum squared resid 2.38E+09  Schwarz criterion 21.04747
Log likelihood -4345215 Hannan-Quinn criter. 20.94263
F-statistic 3.329121 Durbin-Watson stat 0.796210
Prob(F-statistic) 0.029551

Source: Data Processing Results (2021)

The results of the statistical Frest obbtained results of 3.329121 > 2.81154 Fiapie. The probability value
of Fstatistic is 0.029551 < 0.05. This means that liquidity, solvency and profitability simultaneously
have a significant influence on stock prices in large trading sub sector companies listed on the
IDX in 2016 - 2020.

t - Statistic Test

Table 3
t Test

Dependent Variable: Y
Method: Least Squares
Date: 06/22/21 Time: 18:16
Sample: 145

Included observations: 42

Variable Coefficient Std. Error t-Statistic Prob.
C -1966.346 5263.399  -0.373589 0.7108
X1 -85.56824 171.4382  -0.499120 0.6206
X2 -1849.990 7715110 -0.239788 0.8118
X3 74790.36 26396.02 2.833395 0.0073

Source: Data Processing Results (2021)
Regression Equation:

Y =-1966,346 -85,56824 X1 -1849,990 X2 + 74790,36 X3
Interpretation of the Regression Equation:

a. The stock price has decreased by 85.56824 units, meaning that if the Current Ratio has
increased by one unit, the stock price will decrease by 85.56824 units assuming other variables
are considered stable.

b. The stock price decreased by 1849,990 units, meaning that if the debt to assets ratio
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increased by one unit, the stock price would decrease by 1849,990 units assuming the other
variables were considered stable.

C. The stock price will increase by 74790.36 units, meaning that if the return on equity
increases by one unif, the stock price will increase by 74790.36 units assuming the other
variables are considered stable.

Research Discussion

The Effect of Liquidity on Stock Prices in Large Trading Sub-Sector Companies Listed on the
Indonesia Stock Exchange in 2016 - 2020

Based on the results of the statistical fest for the liquidity variable, it is 0.499120 < 2.01954 tiable,
with a probability value of 0.6206 > 0.05. This means that the liquidity variable has no effect on
stock prices in large trading sub-sector companies listed on the IDX in 2016 - 2020. The results
of this study are in line with research conducted by Sepindo et al. (2020) which states that the
teount is 1.022 with a significant value of 0.313 and the tiave is 2.014. Because t count <t table
(1.022 < 2.014) and the significant value is greater than 0.05 (0.313 > 0.05), it can be concluded
that CR has a positive and insignificant effect on stock prices. However, the results of this study
are not in line with research conducted by Bustani, Kurniaty, and Widyanti (2021) which states
that the Current Ratio variable shows a tcount value of 0.421 which is smaller than the tiaple Value
of 2.02809. Then the significance value obtained is 0.676 which is greater than 0.05. This shows
that partially CR has no effect on stock prices.

The Effect of Solvency on Stock Prices in Large Trading Sub-Sector Companies Listed on the
Indonesia Stock Exchange 2016 - 2020

Based on the results of the statistical t test for the solvency variable, it is 0.239788 < 2.01954 ttaple
., with a probability value of 0.8118 > 0.05. This means that the solvency variable has no effect
on stock prices in large frading sub-sector companies listed on the Indonesia Stock Exchange
in 2016 -2020. The results of this study are in line with research conducted by Shahnig,
Purnamasari, Hakim, and Endri (2020) which states that based on the results of the multiple
regression test calculation, it is known that the p DAR coefficient is negative at -2.390 and the
value — teount < - ttaple is -2.390 < -2.015, with a significance of 0.026 < 0.05. This means that DAR
has a negative and significant effect on stock prices in banking companies listed on the
Indonesia Stock Exchange. However, the results of this study are not in line with research
conducted by Malini (2019). The test results in this study show the regression coefficient value
with a negative sign of -1.093, with a significance level of -0.070 < 0.05, tcount Of -1.093 < ttavle
1.667, and a significance (Sig.) of 0.278 > 0.05, which means it has no significant effect. The test
results found that the Debt to Assets Ratio had a negative and insignificant effect on stock
prices in LQ-45 index companies on the Indonesia Stock Exchange for the period 2011-2013.
This study found that the Debft to Assets Ratio had a negative and insignificant effect on stock
prices so that the hypothesis in this study which stated that the Debt to Assets Ratio had a
negative and significant effect on stock prices was rejected.

The Effect of Profitability on Stock Prices in Large Trading Sub-Sector Companies Listed on the
Indonesia Stock Exchange in 2016 - 2020

The results of the statistical tiest for the profitability variable are 2.833395 > 2.01954 tiable , With @
probability value of 0.0073 <0.05. This means that the profitability variable has an influence on
stock prices in large frading sub-sector companies listed on the Indonesia Stock Exchange in
2016 —2020. The results of this study are in line with research conducted by Pattiruhu and PAAIS
(2020) which states that the t test between ROE and stock prices shows t count = 1.098. While
ftanle (0 = 0.05 ; db residual = 100) is 1,984. Because tcount < ttaple that is 1.098 < 1.984 orsig. t > =
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0.05 then ROE has no significant effect on stock prices. However, the results of this study are
not in line with the research conducted by Yuninda and Kusumawardhani (2021) which states
that the Effect of Return on Equity on Stock Prices, obtained t count of -0.486 and t table of
2.027, it can be concluded that tcount < ttable Or -0.486 < 2.027. This means that there is no
significant effect between Return on Equity and Stock Price.

Conclusion

1. The test results simultaneously state that liquidity, solvency and profitability have a
significant effect on stock prices in large trading sub-sector companies listed on the Indonesia
Stock Exchange for the period 2016 - 2020.

2. The test results using the tiest, show that the statistical tiavie Value for the liquidity variable
i5 0.499120 < 2.01954 ttaple , With a probability value of 0.6206 > 0.05, meaning that the liquidity
variable has no effect on stock prices in large trading sub-sector companies listed on the
Indonesia Stock Exchange for the period 2016 - 2020.

& The test results using the tiest show that the value of the statistical tiest for the solvency
variable is 0.239788 < 2.01954 tiaple With a probability value of 0.8118 > 0.05, meaning that the
solvency variable has no effect on stock prices in the company. large trading sub-sectors listed
on the Indonesia Stock Exchange for the period 2016 - 2020.

4, The test results using the tiest sShow that the stafistical ftest value for the profitability
variable is 2.833395 > 2.01954 taple, With a probability value of 0.0073 < 0.05. This means that the
profitability variable has an influence on stock prices in large trading sub-sector companies
listed on the Indonesia Stock Exchange for the period 2016 - 2020.
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