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ABSTRACT: This research aims to examine the impact of financial ratios, including Debt 

to Equity Ratio (DER), Current Ratio (CR), and Accounts Receivables Turnover Ratio (RTO), 

on Stock Return, mediated by Return on Equity (ROE). The background of this study 

highlights the role of various financial ratios, such as solvency ratio (DER), liquidity ratio 

(CR), activity ratio (RTO), and profitability ratio (ROE), on stock returns. Previous research 

has shown varied results regarding the influence of financial ratios on stock returns. This 

research employs a quantitative descriptive method with Stata as the analytical tool. It 

evaluates the impact of DER, CR, RTO, ROE, and Stock Return on coal mining companies 

listed on the Indonesia Stock Exchange (IDX) during the period of 2018-2023. The total 

sample comprises 108 data points from 18 companies. The analytical method used is 

multiple linear regression with panel data, processed using Stata. The results indicate that 

DER, CR, and RTO do not affect stock returns, whereas ROE significantly affects stock 

returns. DER affects ROE, while CR and RTO do not affect ROE. Additionally, ROE as an 

intervening variable does not mediate the influence of DER, CR, and RTO on stock returns. 

This research is expected to assist investors in analyzing the stocks of coal mining 

companies traded on the Indonesia Stock Exchange and help companies optimize their 

financial performance, enhance operational performance, and ultimately maximize 

shareholder value. 

Keywords: debt to equity ratio, current ratio, accounts receivables turnover ratio, 

return on equity, stock return 

 

INTRODUCTION 

Economic growth in a country is significantly influenced by the capital market. In 

Indonesia, the capital market has become a trend among the public, evidenced by the 

high volume of stock trading. The capital market serves as an investment avenue, 

allowing investors to own shares in companies and analyze potential returns from various 

investment opportunities. It trades instruments like stocks and bonds. Stocks represent 

ownership in a company, giving shareholders part ownership. Significant shareholders 

have greater influence within the company. There are two types of shares: common and 

preferred. Common shares grant voting rights at General Meetings, while preferred 

shares offer fixed dividends (Nadyayani & Suarjaya, 2021). 
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Economic growth is a crucial factor in predicting stock returns. It reflects increased 

production activities, measurable by indicators like GDP (Nuzula & Nurlaily, 2020). When 

the economy grows, companies typically see increased demand for their products or 

services, boosting their revenue and profitability. Stable and sustainable economic 

growth creates a conducive business environment, facilitating access to financial 

resources for expansion, investment, and innovation, thus enhancing long-term 

competitiveness and profitability. Investors are more attracted to companies with 

promising long-term growth prospects. 

However, economic growth can fluctuate. During slowdowns or recessions, 

company performance can suffer, leading to lower stock prices and returns (Nuzula & 

Nurlaily, 2020). The Covid-19 pandemic significantly impacted Indonesia's economy, 

slowing growth from 5.02% in 2019 to 2.97% in 2020. Unemployment rose from 5.28% 

in 2019 to 7.07% in 2020 (World Bank). The pandemic disrupted global supply chains and 

limited economic activities, reducing Indonesia's exports by about 2.6% in 2020, affecting 

sectors contributing 18.5% to the GDP. 

In Indonesia's capital market, economic uncertainty due to the pandemic caused a 

significant drop in investment volume and investor confidence. Decreased demand 

impacted company profits, reflected in falling stock prices on the Indonesia Stock 

Exchange (IDX). The Composite Stock Price Index (IHSG) fell drastically from 5,863 in 

February 2020 to a low of 3,911 in March 2020, a 38% drop in two months. The Financial 

Services Authority (OJK) reported the IHSG fell from 6,300 to 4,194 in the first three 

months of 2020. Transaction volumes also declined significantly in 2020 compared to the 

previous year, reflecting future market concerns. Investor panic increased with the 

emergence of Covid-19 variants like Delta and Omicron in late 2021 and early 2022. The 

Indonesian financial and economic markets continue to evolve over time, including 

stocks on the IDX. 

Despite the sharp decline, the IHSG began a positive reversal in March 2020, 

reaching a peak of 7,377 in September 2022, driven by government stimulus and global 

economic recovery, boosting investor optimism. Stock price movements depend on 

buying and selling pressures, with buying pressure dominating post-decline, pushing 

prices upward (Source: https://www.djkn.kemenkeu.go.id/artikel/baca/16064/Pandemi-

Covid-19-Dan-Menurunnya-Perekonomian-Indonesia.html). 

Given this context, assessing profit growth through financial ratios is essential for 

future decision-making. Various financial ratios have specific functions in defining a 

company's condition, aiding stakeholders in precise decision-making. Investors must also 

consider other factors like industry conditions, company financial performance, and risks 

when evaluating potential stock returns. Positive economic growth tends to support 

company performance, increasing profitability and, ultimately, providing higher returns 

for investors. 

Stock investment has become increasingly popular among Indonesians, especially 

millennials. Previously, only certain groups were familiar with this investment type. Now, 

young professionals and millennial entrepreneurs are well-versed in capital markets, 

investments, and stocks. By the end of 2023, the number of capital market investors 

reached 12.16 million, with stocks being the most popular investment product. The table 

below shows a significant increase in investor growth in the capital market year over year 
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until 2023 (source: https://idx.co.id/id/berita/artikel?id=3e247091-5ef1-ee11-

b808005056aec3a4). 

This research aims to examine the impact of financial ratios, including Debt to 

Equity Ratio (DER), Current Ratio (CR), and Accounts Receivables Turnover Ratio (RTO), 

on Stock Return, mediated by Return on Equity (ROE). 

The novelty of this research lies in its exploration of the combined effects of specific 

financial ratios—Debt to Equity Ratio (DER), Current Ratio (CR), and Accounts Receivables 

Turnover Ratio (RTO)—on stock returns, with a focus on the mediating role of Return on 

Equity (ROE) within the context of Indonesia's capital market. Unlike previous studies that 

often examine these ratios in isolation, this research integrates them into a unified 

analytical framework, offering a more comprehensive understanding of their impact on 

stock performance. Furthermore, the study is particularly relevant in the post-pandemic 

era, where shifts in economic conditions and investor behavior, especially among the 

growing demographic of millennial investors, highlight the need for updated insights 

into financial predictors of stock returns. This approach provides fresh perspectives on 

how these financial ratios can inform investment decisions in an evolving market 

landscape. 

 

RESEARCH METHODOLOGY 

 
Table 1. Investor Growth in the Capital Market (2020-2023) 

 

 

Investors typically evaluate a stock by examining the financial performance of the 

issuing company. Companies strive to maintain and enhance their performance to 

positively impact stock returns, thereby increasing the value of their investment 

portfolios. Return is a measure of a company's success, representing the gains from stock 

investments. Returns can be either realized (already occurred) or expected (anticipated 

in the future) (Jogiyanto, 2013). Achieving returns from capital market investments is 

challenging due to the associated risks, which are proportional to potential returns. 

Stock investments carry significant risks, necessitating thorough analysis by 

investors before making investment decisions. Investors analyze a company's financial 

condition to inform their stock investment decisions and understand potential stock 

returns. One common approach is fundamental analysis, which examines financial factors 

influencing stock returns (Nuzula & Nurlaily, 2020). There is a positive relationship 

https://idx.co.id/id/berita/artikel?id=3e247091-5ef1-ee11-b808005056aec3a4
https://idx.co.id/id/berita/artikel?id=3e247091-5ef1-ee11-b808005056aec3a4
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between return and risk: higher risk correlates with higher returns, and lower risk with 

lower returns. Risk can be minimized through diversification, creating a portfolio of 

various assets. 

Several factors can predict stock returns, requiring investors to have adequate 

information about the company's current state. Financial information, summarized in the 

company's financial statements, is crucial. Companies aim to determine an ideal capital 

structure and raise new capital while maintaining alignment with their capital structure 

goals. 

The coal mining industry is particularly significant in Indonesia's economy, making 

it a compelling sector for research. From January to December 2023, 20 primary 

commodities contributed 42.47% to non-oil and gas exports. Coal was the largest 

contributor, with export values reaching USD 42.69 billion, accounting for 17.58% of total 

non-oil and gas exports.  
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Table 2. Export of 20 Primary Commodities for the Period 2017-2023

 
 

The coal industry faces challenges such as price fluctuations, stringent regulations, and 

the global shift toward renewable energy. These factors make the financial performance and 

stock returns of coal companies crucial for investors (Astutik, 2021). Government regulations 

and reduced mining permits can impact production, revenue, and stock prices. 

Previous research has examined the impact of financial ratios on stock returns. Debt to 

Equity Ratio (DER) measures the proportion of debt to equity. (Nadyayani & Suarjaya, 2021) 

found a negative impact of DER on stock return, while (Lisiani & Mappanyukki, 2021) found a 

significant impact. Current Ratio (CR) measures a company's ability to meet short-term 

obligations. (Dewi, Endiana, & Arizona, 2020) found no significant impact of CR on stock 

returns. Accounts Receivables Turnover Ratio (RTO) measures the effectiveness of managing 

receivables. Irfan et al. (2023) found no significant impact of RTO on stock returns. 

Some studies have also explored Return on Equity (ROE) as an intervening variable 

between financial ratios and stock returns. ROE measures a company's ability to generate 

profits from its equity. (Marlisa, Suminar, Ariana, & Rera, 2021) found that ROE mediates the 

impact of DER on stock returns. 

Despite previous studies, results remain varied and inconsistent. There is limited research 

specifically on Indonesian coal mining companies using DER, CR, RTO, and ROE variables. This 

study aims to analyze the impact of DER, CR, and RTO on stock returns with ROE as a mediating 

variable for coal mining companies listed on the Indonesia Stock Exchange (IDX) during the 

2018-2023 period. 

 

LITERATURE REVIEW 

Signaling Theory 

Signaling Theory, introduced by Michael Spence in 1973, is used to convey information 

to the market and assist prospective investors in making funding decisions. This theory 

illustrates how management communicates information about the company's condition that 

may influence investor decisions. According to Suhendri (2023), company information can elicit 

diverse reactions from investors, affecting stock prices. (Houston, 2011) state that 
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management actions provide clues to investors about the company's prospects, while 

(Thurston, 2012) describes signals as actions taken by high-type managers that would not be 

rational for low-type managers. (Suhadak, Kurniaty, Handayani, & Rahayu, 2018) assert that 

high-quality companies intentionally signal to allow investors to distinguish them from lower-

quality firms. Positive information can enhance funding decisions and stock prices, while 

negative information may diminish both. (Suganda, 2018) explains that signals from both 

internal and external company information influence stock price movements. This theory is 

relevant for analyzing financial ratios in investor decision-making. 

Efficient Market Hypothesis 

A capital market is considered efficient if prices reflect all available information. (Suhadak 

et al., 2018) differentiate between operational efficiency and pricing efficiency. Fama (1970) 

classifies market efficiency into three forms: weak form, where prices reflect past information; 

semi-strong form, where prices reflect all publicly available information; and strong form, 

where prices reflect all information, including private information. This study adopts the semi-

strong form of market efficiency to evaluate the efficiency of the coal mining sector on the 

Indonesia Stock Exchange (IDX) and the impact of fundamental ratios on stock returns. 

Financial Ratios 

Financial ratio analysis is a common method for analyzing financial statements. These 

ratios provide management with guidance for setting targets and standards. The types of 

financial ratios include: 

1. Debt to Equity Ratio (DER) 

DER measures the relative proportion of debt to equity in a company's capital 

structure (Lisiani & Mappanyukki, 2021). This ratio indicates the extent to which a company 

is financed by debt versus its own capital. A high DER signals higher financial risk due to 

greater obligations for interest and principal payments, increasing the risk of default and 

bankruptcy. Conversely, a low DER suggests lower financial risk, as the company is financed 

more by its own capital. DER can impact company profitability through financial leverage 

(Nasution & Septian, 2024). 

2. Current Ratio (CR) 

CR is a liquidity ratio that measures a company's ability to meet short-term 

obligations with its current assets. A high CR indicates good short-term debt-paying ability, 

but if excessively high, it may signal inefficient asset utilization. Conversely, a low CR may 

suggest difficulties in meeting short-term obligations, increasing liquidity risk. 

3. Accounts Receivable Turnover Ratio (RTO) 

RTO measures the effectiveness of a company in managing its receivables by 

calculating how often receivables are collected within a period (Kasmir, 2009). A high RTO 

indicates effective receivables management, while a low RTO may suggest issues with 

receivables collection or lenient credit policies (Astutik, 2021). 

4. Return on Equity (ROE) 

ROE measures a company's ability to generate profit from its equity (Iskandar, 2021). 

A high ROE indicates efficient use of capital and investment appeal. ROE is also influenced 

by financial leverage, where the use of debt can enhance ROE due to leverage effects (Basri, 

Rum, & Pasulu, 2023) (Jin, Xu, Liu, Haris, & Weqar, 2022). 

5. Stock Return 

Stock Return refers to the gains or losses an investor earns from investing in a 

company's stock over a specific period (Lestari & Waluyo, 2024). Stock return reflects 

changes in the investment's value from both price changes (capital gain/loss) and dividend 
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income. Analyzing stock returns is crucial for investors in evaluating their investment 

performance. 

 

 
Figure 1. Research Framework  

METHODOLOGHY 

The study employs an explanatory research design with a quantitative approach. 

Explanatory research aims to elucidate causal relationships between variables through 

hypothesis testing. A quantitative approach is utilized due to the reliance on numerical data 

and statistical analysis to address research questions. Data is secondary, sourced from financial 

reports of coal mining companies listed on the Indonesia Stock Exchange (IDX) for 2018-2023.  

Variables include Debt to Equity Ratio (DER), Current Ratio (CR), and Accounts Receivable 

Turnover Ratio (RTO) as independent variables, Return on Equity (ROE) as a mediating variable, 

and stock return as the dependent variable. 

The operational variables include DER, CR, RTO (independent), ROE (mediating), and 

stock return (dependent), all measured on a ratio scale. Data is collected through 

documentation, with financial reports from IDX serving as the primary instrument. Analysis 

involves multiple linear regression using panel data and Moderated Regression Analysis (MRA) 

to assess the impact of DER, CR, and RTO on stock returns, both directly and indirectly through 

ROE. Statistical tests such as Chow Test, Hausman Test, Lagrange Multiplier Test, and Sobel 

Test are used to determine the most suitable regression model and to verify the significance 

of mediating effects. The results aim to provide insights into financial factors influencing stock 

performance in the Indonesian coal mining sector. 

 

RESULT AND DISCUSSION 

The descriptive statistics based on maximum, minimum, mean, and standard deviation 

values provide an overview of the research data, as shown in the table below. This table 

presents the descriptive data for each research variable. The study includes a sample of 18 

companies, each with data spanning 6 years (2018-2023), resulting in a total of 108 

observations. 

The following is a discussion of the results for each hypothesis test: 

1. Impact of Debt to Equity Ratio (DER) on Stock Returns: 

The study found that the Debt to Equity Ratio (DER) does not significantly affect stock 

returns, contrary to the initial hypothesis (H1). The significance test yielded a p-value of 

0.094, indicating that DER has no substantial impact on stock returns. DER measures a 

company's leverage and financial risk by comparing debt to equity. Despite the potential 

for debt to enhance earnings growth with lower capital costs, high DER may increase 
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financial risk and cause investor caution. This is particularly true if credit management is 

poor or economic conditions fluctuate. The impact of DER on financial returns can vary by 

industry and financial strategy. 

2. Impact of Current Ratio (CR) on Stock Returns: 

The hypothesis (H2) that the Current Ratio (CR) affects stock returns was not 

supported by the results. The significance test showed a p-value of 0.324, suggesting CR 

does not impact stock returns. CR measures a company's ability to meet short-term 

obligations and is considered an indicator of liquidity. Despite good liquidity potentially 

reassuring investors about short-term obligations, CR alone does not influence stock 

performance. Other factors such as growth, profitability, investor sentiment, and 

macroeconomic conditions may play a more significant role. 

3. Impact of Accounts Receivable Turnover Ratio (RTO) on Stock Returns: 

The hypothesis (H3) that the Accounts Receivable Turnover Ratio (RTO) affects stock 

returns was not supported. The test yielded a p-value of 0.401, indicating RTO does not 

significantly affect stock returns. RTO measures the efficiency of credit collection, which is 

an indicator of credit management effectiveness. However, despite high RTO indicating 

good credit management, it does not necessarily translate to increased stock attractiveness 

if other financial indicators such as revenue or profit are declining. Market sentiment and 

short-term trends often overshadow operational performance. 

4. Impact of DER on Return on Equity (ROE): 

The hypothesis (H4) that DER influences Return on Equity (ROE) was supported. The 

significance test showed a p-value of 0.028, indicating DER has a significant effect on ROE. 

DER measures how much debt a company uses to finance its assets compared to 

shareholder equity. Higher DER can enhance ROE because borrowed funds may generate 

more returns compared to their cost. However, higher DER also increases financial risk, 

especially if cash flows are insufficient to service the debt, which could affect the company's 

sustainability. 

5. Impact of CR on Return on Equity (ROE): 

The hypothesis (H5) that the Current Ratio (CR) affects ROE was not supported. The 

significance test showed a p-value of 0.198, indicating CR does not impact ROE. CR 

measures short-term liquidity, but it does not influence a company's ability to generate 

returns on equity. Effective liquidity management does not necessarily translate to higher 

profitability or ROE. The presence of ample liquidity does not guarantee efficient use of 

resources to generate higher returns for shareholders. 

6. Impact of RTO on Return on Equity (ROE): 

The hypothesis (H6) that the Accounts Receivable Turnover Ratio (RTO) affects ROE 

was not supported. The test yielded a p-value of 0.125, showing that RTO does not 

significantly impact ROE. RTO measures the efficiency of debt collection, but its 

effectiveness in boosting ROE is limited. High RTO indicates good credit management but 

does not ensure that this efficiency translates into higher equity returns. Other factors, such 

as administrative costs or investment impacts, may mitigate the benefits of high RTO. 

7. Impact of ROE on Stock Returns: 

The hypothesis (H7) that Return on Equity (ROE) affects stock returns was supported. 

The significance test revealed a p-value of 0.001, indicating ROE significantly impacts stock 

returns. ROE measures a company's ability to generate profit from shareholder equity. An 

increase in ROE can be perceived by investors as a sign of higher profitability, which typically 

influences stock returns positively. However, in some cases, higher ROE might signal 
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increased risk or unsustainable practices, potentially leading to negative stock performance 

if market expectations are not met. 

8. Impact of DER on Stock Returns through ROE: 

The hypothesis (H8) that DER affects stock returns through ROE was not supported. 

The significance test showed a z-value of 1.4623, which is less than the threshold of 1.96, 

indicating DER through ROE does not significantly affect stock returns. Although DER and 

ROE are crucial for understanding financial performance, their combination does not 

significantly influence stock returns. Other factors such as macroeconomic conditions, 

market sentiment, and company-specific strategies may have a more substantial impact. 

9. Impact of CR on Stock Returns through ROE: 

The hypothesis (H9) that CR affects stock returns through ROE was not supported. 

The significance test yielded a z-value of -1.6506, below the critical value of 1.96, suggesting 

CR through ROE does not affect stock returns. CR and ROE are important financial 

indicators, but their combined effect on stock returns is insignificant. Investors may 

prioritize other factors over liquidity and equity profitability when evaluating stock 

performance, including market trends and broader economic factors. 

10. Impact of RTO on Stock Returns through ROE: 

The hypothesis (H10) that RTO affects stock returns through ROE was not supported. 

The significance test revealed a z-value of -1.6734, indicating RTO through ROE does not 

significantly influence stock returns. Although RTO and ROE provide insights into credit 

management and profitability, their combined effect on stock returns is limited. Market 

conditions, investor sentiment, and other external factors are likely more influential in 

determining stock performance than the interplay between RTO and ROE. 

 

CONCLUSION 

This study evaluates 18 coal mining companies listed on the Indonesia Stock Exchange 

(IDX) from 2018 to 2023, utilizing secondary data sourced from annual reports accessible via 

www.idx.co.id. The analysis focused on Debt to Equity Ratio (DER), Current Ratio (CR), and 

Accounts Receivable Turnover Ratio (RTO), with Return on Equity (ROE) serving as the 

mediating variable and stock return as the dependent variable. The research employed 

purposive sampling based on predefined criteria. Findings indicate that DER, CR, and RTO do 

not significantly impact stock returns in the coal mining sector within the study period. 

However, DER does have a notable effect on ROE, whereas CR and RTO do not. ROE, in turn, 

affects stock returns, but DER, CR, and RTO do not influence stock returns through ROE. For 

future research, it is advised to develop a more intricate analytical model incorporating 

additional pertinent variables specific to the coal mining industry and to explore the 

comparative effects of fundamental ratios on stock returns across various sectors within the 

Indonesian capital market. From a managerial perspective, it is recommended that companies 

improve transparency and communication concerning fundamental ratios to investors and 

stakeholders, adopt proactive management strategies for critical financial ratios, and identify 

opportunities to enhance long-term company value while ensuring short-term stock 

performance stability. The study's limitations include difficulties in acquiring complete and 

precise data on fundamental ratios for each company and inconsistencies in historical data, 

which may impact the validity of the findings and their applicability to the broader coal mining 

sector. 
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