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Abstract

Return on investment depends on firm’s permormance which is evaluated from its stock
performance. This study aims to analyze the effect of Return on Assets (ROA), Quick Ratio
(QR), and Firm Size on stock returns. The object chosen in this study is basic material
manufacturing firms listed on the Indonesia Stock Exchange in the 2014-2020 period. 14
Metals and Materials sub-sector firms were selected as samples. The analysis technique
used in this study is by using software program E-views 9. The results of the research from
the data obtained indicate that Return On Assets (ROA), Quick Ratio (QR), and Firm Size
have an effect on to stock returns. The Quick Ratio (QR) and Firm Size have positive
correlation on stock returns. However, Return on Asset (ROA) variable has an anomaly
effect on stock returns, when Return on Asset (ROA) decreases it will increases the value
of stock returns.
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Introduction

The company is an organization that is engaged in the economic sector. Company
according to the Law of the Republic of Indonesia No. 13 of 2003 can be interpreted as a
business that has a legal entity or not owned by an individual or entity, which is private or
state-owned that is able to provide work to workers by providing wages as compensation.
The purpose of a company is to make a profit to attract investors. Every company will
maximize its profits in order to have good quality financial reports, because every company
with good financial performance will attract investors to invest their capital.

However, in 2019, the whole world, including Indonesia, was hit by the Covid-19 or
corona virus pandemic. This epidemic has an impact on human health and not only on
health of course, but also on the world economy. One of those affected is the manufacturing
sector in general, and the metals and similar sub-sector in general. Companies are forced
to always show good financial performance even with bad conditions as has happened
today. This is done so that investors are able to survive and can bring in and attract new
investors. The following is attached the development of research variables in the sector in
guestion.

Table 1

Development between variables

[ )

mean -0,00483  0,945465 13,20682 0,000845
min -0,8133 0,00332 10,81338 -0,7074

max 0,1278 12,80377 15,40186 0,7529
Source: processed data

It can be seen that the company's rate of return only has an average value during the
research period which is quite small, only 0.000845. This can be caused by the company's
financial performance which is considered still less than optimal, the financial performance
can be useful for investors as a reference for making investment decisions in related
companies. To assess the less than optimal financial performance of a company, a
benchmark is needed that can be analyzed and interpreted in order to produce relevant
information.

There are results that contradict the existing theory, where the movement of ROA with
stock returns is not in line, where a decrease in ROA can actually increase stock returns.
While the Quick Ratio relationship with stock prices is that if the company's short-term
obligations can be fulfilled properly and liquidity is high, investors will be interested and will
make the stock price rise.

Based on the above introduction, the issues examined in this study are formulated as
follows:

1. Isthere an effect of ROA on Return Saham?
2. Is there an effect of QR on Return Saham?
3. lIs there an effect of Size on Return Saham?
Refers to problems above, this study aims as follows:
1. To determine the effect of ROA on Return Saham.
2. This is to determine the effect of QR on Return Saham.
3. This is to determine the effect of Size on Return Saham.

Literature Review

Quick Ratio

This ratio is calculated by comparing current assets after deducting inventories with
current liabilities. According to [1] the extent to which own capital guarantees all debt this
ratio can also be read as a comparison between outside party funds and company owner
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funds. The quick ratio is one of the best liquidity measures, more attractive than the current
ratio. Basically, the quick ratio is similar to the current ratio, except that the quick ratio is
calculated by subtracting the inventory value from current assets, inventory is not calculated
in the quick ratio because inventory has a level of liquidity that is considered to be
problematic. Inventories are part of the most illiquid current assets, and often decrease in
value when the company is declared to stop operating.
states that quick ratio is a ratio that can show the ability of a company to pay, fulfill

obligations or current debt (short-term debt) using current assets without the need to take
inventory (value of inventory) into account. The quick ratio has better accuracy than the
current ratio, because the number used as a comparison is a component that is believed to
be very smooth so that converting it into cash will run well

Quick ratio has better accuracy than the current ratio, because the number used as a
comparison is a component that is believed to be very smooth so that converting it into cash
will run well. The higher the quick ratio value, the higher the level of financial liquidity. The
value that is considered good for the quick ratio is 1:1. The calculation of quick ratio can be
formulated as follows:

Current Assets—Inventory

Quick Ratio =

Current Liablities

Firm Size

Firm size describes the size of a company, which is expressed by total assets, total
sales, average sales, and average total assets. According to [4] size of the company can
be seen from the amount of company’s equity value, total sales or total asset. In this study,
the size of the company is measured by using total sales. Larger companies’s expected
rate of return is greater than that of small companies because the growth rate of large
companies is relatively faster than that of small companies. Therefore, investors will
speculate more and choose large companies to get more returns. Companies with larger
total sales will have advantages in the sources of funds obtained to finance their
investments and in generating profits and are considered to have better prospects in the
long term. Firm size can be calculated using the following formula:

Firm Size = In (Total Sales)
Return on Asset (ROA)

This ratio measures the company's ability to generate profits, the company is considered
successful if it has large profits, so profits become the main concern of investors. According
to this ratio describes the results of a number of assets that have been used by the
company to get profits. argues that "Return on Assets (ROA) shows the ability of a
company by using all assets owned to generate profit after tax". Calculation of Return on
Assets (ROA) according to [8] is:

Net Profit After Tax
Tatal Aszats

Return on Asset (ROA) =

Stock Return

Every investor wants to make as much money as possible. One of the ways investors
get profits when interacting with stocks comes from dividends and another way that comes
from the difference between buying and selling shares called capital gains. Where the
selling price obtained by investors is higher than the purchase price in a certain period.
According to return is one of the factors that motivate investors to interact and is also
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a reward for the investor's courage in taking the risk on the investment he made. The
calculation of stock return can be formulated as follows:

Ft—Ft—1
t—1

Stock Return =
Methods

Data evaluation technique evaluation of the records used in this find out about is panel
statistics regression the usage of the software program E-views 9. Before panel information
regression analysis, the model selection and classical assumption assessments are carried
out the use of heteroscedasticity and multicollinearity tests. The statistics evaluation panel
is used to reply hypothesis trying out related to the effect of independent variables on the
established variable

Results and Discussions

The first step taken by the author is to perform data processing descriptive statistics, to
get an initial picture about the data, which obtained the following results: Table 2

Descriptive Statistics

: )

Mean 0.000845 -0.004829 0.945465 13.20682
Median -0.002450 0.014000 0.421330 13.40011
Maximum 0.752900 0.127800 12.80377 15.40186
Minimum -0.707400 -0.813300 0.003320 10.81338
Std. Dev. 0.146132 0.097606 1.667202 1.169719
Skewness -0.078132 -5.996861 4.344908 -0.091442
Kurtosis 17.19392 49.45742 28.20258 2.048795
Jarque-Bera 822.7580 9400.411 2901.956 3.831138
Probability 0.000000 0.000000 0.000000 0.147258
Sum 0.082800 -0.473200 92.65561 1294.268
Sum Sq. Dev. 2.071401 0.924117 269.6177 132.7195
Observations 98 98 98 98

Source: processed data, Eviews 9

Based on the table above, it can be seen that the average for stock returns is 0.000845
with the highest value of 0.752900 and the lowest of -0.707400. The average value for
return on assets is -0.004829 with the highest value of 0.127800 and the lowest of -
0.813300. The average value for the quick ratio is 0.945465 with the highest value of
12.80377 and the lowest of 0.003320 and the average value for company size of 13.20682
with the highest value of 15.40186 and the lowest of 10.81338. After going through model
testing to determine the best model, followed by a classic assumption test to ensure the
data is fit for use, the best model is obtained as follows: Table 3

Random Effect Model Test

[ ]

ROA 0.0024 Accepted

QR 0.0188 Accepted

Size 0.0301 Accepted
Adjusted R-squared 0.665757

Source: processed data, Eviews 9
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The stock return can be explained by the variable ROA, QR, and company size of
66.58% while the rest is explained by other variables that are not included in the variables
studied by 33.42%. To answer the hypothesis that has been stated previously, it is known
that all the variables studied affect stock returns with a probability criterion smaller than
alpha (with a probability of 0.0024 < 0.05), namely for the ROA variable, the QR variable
has a probability below alpha (with a probability of 0.0024 < 0.05). 0.0188 <0.05), and for
the firm size variable has a probability below alpha (with a probability of 0.0301 <0.05), then
the variable hypothesis is accepted. The results of this study are not in line with that carried
out by where the results of his research show that the ROA, CR, DAR and TATO
variables have an effect on firm value.

Conclusion

The results of this study indicate that what is happening in the manufacturing sector in
the metal sub-sector and the like is a natural thing to happen, where a good stock return
will be the main attraction for investors. The relatively small average value is a significant
impact from the COVID-19 pandemic which has caused the economy to stall. From some
of the above ratio variables taken in this study, the variables or ratios of ROA, QR, and Size
have an effect on stock returns. Only one variable or ratio has an effect on stock returns,
namely ROA which has an anomaly movement, where when ROA decreases it will increase
the value of stock returns, besides that from some of the companies above there are
anomalies that should have the same value but in the opposite direction. for some
companies, in other words there will be conformity with the existing theory. Maybe it will be
a little note for both investors and companies, that there is a possibility that ROA, QR, and
Size variables or ratios must remain a concern, because they can determine decisions for
both companies and investors.
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