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Abstract

Stock price is widely recognized as a crucial indicator of a company’s performance
and a primary consideration for investors in making investment decisions. In the
property and real estate sector, which is characterized by high capital intensity and
sensitivity to economic fluctuations, stock price movements often reflect both financial
strength and market sentiment. This study aims to analyze the partial and simultaneous
effects of profitability ratios and solvency ratios on stock prices of property and real
estate companies listed on the Indonesia Stock Exchange (IDX) during the 2019-2023
period. Profitability is measured using Return on Equity (ROE), while solvency is
assessed using the Debt to Equity Ratio (DER). The research population comprises all
property and real estate companies listed on the IDX within the study period, with a
final sample of 31 firms over five years, determined through purposive sampling. Panel
data regression is employed as the analytical method. The findings of this study are
expected to provide deeper insights for investors, companies, and academics regarding
the financial factors influencing stock price dynamics in the property and real estate
sector.
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INTRODUCTION

Indonesia’s capital market has grown steadily, with the Indonesia Stock Exchange
(IDX) playing a crucial role in supporting national economic development. Among its listed
sectors, property and real estate attract strong investor interest due to their potential for stable
returns and long-term financial security. This sector not only provides essential
infrastructure, housing, and commercial spaces but also reflects broader economic
conditions, making it a strategic indicator of national growth.

Despite its importance, the property and real estate sector is highly sensitive to
external dynamics. The COVID-19 pandemic severely disrupted demand in 2020, followed
by gradual recovery in 2021-2022. However, global inflation triggered by the Russia—
Ukraine conflict and subsequent interest rate hikes in 2022 again pressured the sector, as
higher borrowing costs weakened consumer purchasing power for property purchases.
Fluctuations in IDX property stock indices between 2019 and 2023 further illustrate this
volatility, underscoring the sector’s exposure to macroeconomic and policy shifts.

In assessing company resilience within such a volatile environment, financial
performance indicators become crucial. Profitability commonly measured by Return on
Equity (ROE) signals a firm’s efficiency in generating returns from shareholders’ equity,
while solvency often represented by the Debt to Equity Ratio (DER) reflects financial
structure and reliance on debt. Both ratios influence investor perception and, ultimately, stock
prices. High ROE tends to attract investors by indicating efficient capital use, whereas DER
can be interpreted as either a sign of financial risk or growth financing, depending on investor
perspectives.

Previous studies reveal inconsistent findings regarding the influence of ROE and
DER on stock prices in the property and real estate sector. Some report significant effects,
while others suggest external factors such as macroeconomic conditions or investor
sentiment play a larger role. These mixed results highlight the need for further examination.

Therefore, this study aims to analyze the impact of profitability (ROE) and solvency
(DER) on stock prices of property and real estate companies listed on the IDX during the
2019-2023 period, a timeframe marked by pandemic disruptions, global inflation, and
shifting monetary policies.

REVIEW OF LITERATURE
Signaling Theory

Signaling theory emphasizes the role of information disclosure in reducing
asymmetry between managers and external stakeholders. Prior studies (Ratnasari et al. in
Oktaini, 2021; Brigham & Houston, 2021; Bambang, 2021; Ulfatu, 2020; Gumanti in
Syarifudin, 2020) highlight that signals conveyed through financial indicators, strategic
disclosures, or promotional activities shape investor perceptions and reduce uncertainty. Yet,
the effectiveness of such signals varies across industries. In highly regulated sectors like
banking, where transparency is standardized, signals may offer limited incremental value. By
contrast, in the property and real estate industry characterized by long project cycles, high
capital intensity, and sensitivity to macroeconomic conditions investors rely heavily on
signals such as profitability (ROE), solvency (DER), project disclosures, and funding
structures, since project performance is not directly observable in real time. Strong and
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consistent signals in this sector build trust and enhance stock valuation, whereas weak signals
heighten uncertainty and erode investor confidence. Accordingly, this study views ROE and
DER not only as financial ratios but also as critical signals of financial health that reduce
information asymmetry and influence investor decisions in the property and real estate
market.
Stock Prices

Stock prices represent the trading value of shares on the stock exchange, determined
by market forces specifically, supply and demand (Nordiana & Budiyanto, in Siregar, 2021).
The market price of a stock closely reflects investor sentiment, where the initial price stems
from its offering value, and fluctuations are primarily influenced by secondary market
dynamics. Increased investor interest in buying or holding shares tends to elevate prices,
while selling pressure drives them down. Stock prices also signify a company’s intrinsic
value (Binangkit et al., in Irmanto, 2022). Historical stock prices, especially closing prices,
are crucial for forecasting and serve as the basis for the next day's opening price (Sri Sulastri
& Vargo Christian, 2020). Investors and market participants use these predictions to inform
trading decisions. According to Zulfikar (in Afrian, 2021), stock price movements are
influenced by both internal and external factors. Internally, they are driven by announcements
related to marketing, production, financial decisions, executive changes, mergers,
investments, labor negotiations, and financial performance metrics like EPS, DPS, PER,
ROA, ROE, and DER. Externally, government policies on interest rates, inflation, and
regulations, along with legal issues, industry news, political instability, currency fluctuations,
and global or domestic developments, can significantly impact stock valuation.
Hypothesis Development
The Effect of Profitability on Stock Prices

In this study, profitability is measured using Return on Equity (ROE), which reflects
the company’s ability to generate profit from shareholders’ equity. According to Harahap
(2020), ROE serves as an indicator of the return earned by shareholders on their invested
capital. Fitriyana et al. (2020) emphasize that profitability plays a crucial role in determining
stock prices. A high ROE indicates effective management in utilizing equity to maximize
earnings, which enhances investor confidence and drives up stock value (Putri, Rikumahu,
& Aminah, 2018). ROE, expressed as a percentage, signals strong internal funding capacity,
reducing reliance on external financing (Latifah & Pratiwi, 2019). This internal strength
attracts more investors, positively impacting both stock price and return. Previous studies by
Latifah and Pratiwi (2019) as well as Meiliani Luckieta et al. (2020) support the significant
positive influence of ROE on both stock returns and prices, suggesting that improvements in
ROE can lead to increased market valuation of a company’s shares.

H; : Profitability (X1) has a partial positive effect on the share price (Y) of property
and real estate companies in the 2019-2023 period.
The Effect of Solvency on Stock Prices

In this study, solvency is measured using the Debt to Equity Ratio (DER), which
reflects the proportion of debt used to finance a company's assets or operations (Aminah &
Aiman Figararimmakin, 2023). As defined by Hery in Tiffany (2022:26), DER represents
the ratio between total liabilities and shareholders’ equity, indicating the extent to which a
company relies on debt relative to its own capital. A higher DER signifies a greater reliance
on external funding compared to internal equity. This ratio serves as a tool to assess the
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balance between creditor financing and owner investment. Prior studies, such as those by
Kartikasari (2019), Kurnia and Oktrima (2022), and Reswita et al. (2021), consistently show
that DER has a significant positive effect on stock prices and returns. Based on these
theoretical perspectives, the researcher developed a conceptual framework to guide and
visualize the structure of this study.

Haz: Solvency (X2) has a partial positive effect on the share prices (Y) of property and
real estate companies in the 2019-2023 period.

RESEARCH METHOD

This study investigates the effect of profitability and solvency ratios on stock price
movements in property and real estate companies listed on the Indonesia Stock Exchange
(IDX) during 2019-2023. Adopting a quantitative approach with a descriptive-verificative
and causal design, the research utilizes secondary data from annual reports, combining time
series and cross-sectional formats (panel data).

The dependent variable is stock price, measured by the annual closing price. Although
stock prices are inherently volatile and responsive to short-term events, the annual closing
price was chosen as a proxy to reduce the influence of temporary market fluctuations and
speculative noise, thereby providing a more stable representation of firm value at the end of
each fiscal year. This approach also aligns with the annual reporting cycle of financial
statements used as the data source. Future studies may consider using quarterly data or
average annual prices to capture more detailed dynamics.

The independent variables include Return on Equity (ROE), representing
profitability, and Debt to Equity Ratio (DER), reflecting solvency. ROE is calculated by
dividing net income after tax by equity, and DER by dividing total liabilities by equity. These
two ratios were selected because profitability and solvency are among the most fundamental
indicators of firm performance and financial health, directly linked to investors’ valuation of
stock prices. While additional financial metrics (e.g., firm size, revenue growth, liquidity
ratios) could further enrich the analysis, this study focuses on ROE and DER to maintain
analytical clarity and to emphasize the core dimensions of profitability and capital structure.

The study involves 31 firms selected via purposive sampling from a population of 91
IDX-listed companies, yielding 155 observations over five years. Data analysis was
conducted using EViews 12, incorporating descriptive statistics, classical assumption tests
(normality, multicollinearity, heteroscedasticity, and autocorrelation), and panel data
regression (Common, Fixed, and Random Effects), with model selection based on Chow,
Hausman, and Lagrange Multiplier tests. Hypothesis testing was carried out using t-tests, F-
tests, and the coefficient of determination (R?) to evaluate the individual and joint
significance of ROE and DER on stock price fluctuations.

RESULTS AND DISCUSSION

This study employs a quantitative approach using ratio-scale measurements. The
dependent variable is stock price, while the independent variables consist of profitability
(measured by Return on Equity/ROE) and solvency (measured by Debt to Equity
Ratio/DER). Secondary data were obtained from the annual reports of property and real estate
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companies listed on the Indonesia Stock Exchange (IDX) for the period 2019 to 2023. The
analysis includes descriptive statistics, classical assumption tests, and panel data regression
to examine the influence of profitability and solvency on stock prices in the property and real
estate sector during the specified period.

Descriptive Statistical Analysis

Table 1
Results of Descriptive Statistical Test of Stock Index of Property and Real Estate
Sector Companies for the Period 2019-2023

Stock price ROE DER
Mean 491.5677 0.022833 0.872814
Maximum 4490.000 0.480014 4.991726
Minimum 15.00000 -0.554233 0.030438
Std. Dev 678.4313 0.114528 0.850023

Source: Data processed by researchers

The dependent variable in this study is stock price. Based on the descriptive statistics
presented in Table 1, the highest stock price during the 2019-2023 period was IDR 4,490,
recorded by PT Pollux Properties Indonesia Tbk in 2020, while the lowest was IDR 15,
recorded by PT Trimitra Propertindo Tbk in 2023. The average stock price was IDR
491.5677, with a standard deviation of IDR 678.4313. The mean Return on Equity (ROE)
for property and real estate companies was 0.022833, with the highest ROE of 0.48 achieved
by PT Pudjiadi Prestige Tbk in 2022 and the lowest of -0.554 by PT Lippo Cikarang Tbk in
2020; the standard deviation was 0.114528. Meanwhile, the average Debt to Equity Ratio
(DER) during the same period was 0.872814, with the highest DER of 4.99 recorded by PT
PP Properti Tbk in 2023, and the lowest of 0.03 by PT Pudjiadi Prestige Tbk in 2023; the
standard deviation was 0.850023. Overall, the descriptive analysis indicates that both stock
price and ROE had mean values lower than their standard deviations, suggesting a dispersed
data distribution, while the DER mean exceeded its standard deviation, implying a more
clustered distribution.
Stock price

Based on the descriptive analysis of stock prices in the property and real estate sector
from 2019 to 2023, the average stock prices exhibited fluctuations with a downward trend
from 2019 to 2022, followed by a slight rebound in 2023. The highest average occurred in
2019 at 600.00, while the lowest was in 2022 at 381.19. Each year, the standard deviation
exceeded the mean, indicating a high degree of variability and lack of homogeneity in stock
prices. In 2019, PT Bhuwanatala Indah Permai Tbk recorded the lowest price of 50.00, while
the highest was 3,300. The trend continued in 2020, with a marginal decline in the mean to
596.55 and a maximum stock price of 4,490 recorded by PT Pollux Properties Indonesia Tbk.
In 2021, the average dropped to 462.68, with PT Plaza Indonesia Tbk reaching a peak of
2,450 and PT Bhuwanatala Indah Permai Tbk maintaining low values. A further decline was
seen in 2022, with an average of 381.19, while PT Plaza Indonesia Tbk still held the
maximum value and companies like PT Trimitra Propertindo Tbk and PT PP Properti Tbk
recorded minimum prices of 50.00. In 2023, the average rose slightly to 417.42, although
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data dispersion remained high with a standard deviation of 619.46. PT Plaza Indonesia Tbk
again achieved the highest stock price of 2,700, whereas PT Trimitra Propertindo Tbk marked
a significant drop to 15.00, the lowest over the five-year span. Notably, PT Pollux Properties
Indonesia Tbk showed a sharp rise in 2020, while PT Plaza Indonesia Tbk consistently
maintained top stock values from 2021 to 2023. In contrast, firms such as PT Bhuwanatala
Indah Permai Tbk and PT Bekasi Asri Pemula Tbk consistently reported low and stagnant
stock prices, reflecting limited recovery during the observed period.
Profitability

Based on the descriptive analysis, the average Return on Equity (ROE) of companies
in the property and real estate sector fluctuated throughout 2019-2023. The highest mean
ROE was recorded in 2022 at 0.0563, while the lowest was in 2020 at -0.0288. In 2019, the
average ROE of 0.0057 was lower than the standard deviation of 0.0992, indicating high
variability. PT Trimitra Propertindo Tbk had the highest ROE that year (0.4154), while PT
Metro Realty Tbk posted the lowest (-0.1509). In 2020, the negative average ROE of -0.0288
and a standard deviation of 0.1500 reflected significant data dispersion, with PT Puradelta
Lestari Tbk achieving the highest ROE (0.2439) and PT Lippo Cikarang Tbk the lowest (-
0.5542). Although the average ROE rose slightly to 0.0045 in 2021, it remained below the
standard deviation (0.0602), with values ranging from -0.1642 (PT Duta Anggada Tbk) to
0.1335 (PT Puradelta Lestari Tbk). A notable improvement occurred in 2022, with an average
ROE of 0.0563 and PT Pudjiadi Prestige Tbk marking the highest ROE of the period
(0.4800), though data remained heterogeneous (SD = 0.1144). In 2023, the average ROE
declined to 0.0250, with a standard deviation of 0.1129, again indicating wide variation; the
highest and lowest ROEs were recorded by PT Puradelta Lestari Tbk (0.2059) and PT PP
Properti Tbk (-0.3906), respectively. PT Pudjiadi Prestige Tbk showed the most significant
ROE improvement in 2022, while PT Puradelta Lestari Tbk consistently maintained high
ROEs across the years. Conversely, PT Lippo Cikarang Tbk and PT PP Properti Tbk
demonstrated notably poor performance with sharp ROE declines.
Solvency

Based on the analysis, the average Debt to Equity Ratio (DER) of property and real
estate companies increased from 2019 to 2021, peaking at 0.9765 in 2021, before declining
in 2022 and 2023, with the lowest mean of 0.6940 in 2019. In 2019, the DER data was
homogeneous, as the standard deviation (0.5839) was lower than the mean, with PT PP
Properti Tbk recording the highest DER (2.9826) and PT Bekasi Asri Pemula Tbk the lowest
(0.0554). This pattern continued in 2020 and 2021, where DER values remained relatively
homogeneous despite increases in both mean and maximum values, notably with PT Pollux
Properties Indonesia Tbk reaching 4.1145 in 2021. In 2022, the mean DER slightly declined
to 0.8902, remaining homogeneous, while PT PP Properti Tbk showed a consistently high
DER trend. By 2023, the mean further dropped to 0.8787; however, the standard deviation
exceeded the mean (0.9730), indicating data heterogeneity, with PT PP Properti Tbk
recording the highest DER (4.9917), the peak for the five-year period. In contrast, PT Bekasi
Asri Pemula Tbk consistently reported the lowest DER values, while PT Pudjiadi Prestige
Tbk experienced the most notable drop, reaching a minimum of 0.0304 in 2023.
Classical Assumption Test

The multicollinearity test aims to identify whether there is a strong correlation among
independent variables within the regression model. In this study, multicollinearity was
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assessed using the Variance Inflation Factor (VIF). A VIF value below 10 indicates no
multicollinearity issue. Based on the results, the VIF values for the independent variables
Profitability and Solvency were both below 10, signifying the absence of multicollinearity.
Therefore, it can be concluded that there is no significant intercorrelation among the
independent variables.

The heteroscedasticity test is part of the classical assumption tests and is used to
determine whether there is unequal variance of residuals across observations. In this study,
the White test was applied, and the results show a Chi-Square probability value of 0.1843,
which exceeds the 0.05 threshold. This suggests that the residuals have constant variance,
implying the data is free from heteroscedasticity symptoms and meets the homoscedasticity

assumption.
Panel Data Regression Model
Chow Test
Table 3.
Chow Test Result
Effect Test d.f. Prob
Cross-section F (30,122) 0.0000

Based on the results of the Chow test presented in Table 3, the probability value of
the Cross-section F statistic is 0.0000. This indicates that the Fixed Effect Model is more
appropriate for this study compared to the Common Effect Model.

Hausman Test

Table 4.
Hausman Test Result
Test Summary Chi-Sq d.f. Prob
Cross-section random 2 0.0000

Based on the Hausman test results, the probability value for the cross-section random
effect is 0.0698, which exceeds the 5% significance level. Therefore, the Random Effect
Model is deemed the most appropriate for this study.

Lagrange Multiplier Test

Table S.
Lagrange Multiplier Test Result
Cross-Section Test Hypothesis Time Both
Breusch Pagan 134.7316 0.502848 135.2345
(0.0000) (0.4783) (0.0000)

Based on Table 5, the Lagrange Multiplier (LM) test using the Breusch-Pagan method
shows a cross-section probability value of 0.0000, which is below the 0.05 threshold. This
result leads to the rejection of the null hypothesis, indicating that the Random Effect Model
(REM) 1s more appropriate than the Common Effect Model (CEM). Considering the
outcomes of the Chow test, Hausman test, and LM test, it can be concluded that the Random
Effect Model is the most suitable approach for this study.
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Panel Data Regression Analysis

Table 6.
Random Effect Model Test
Variable Coefficient Std. Error t-Statistic Probability

C (Constant) 307.9729 128.9263 2.388751 0.0181

X1 390.3618 339.6852 1.149187 0.2523

X2 200.1364 77.2914 2.589380 0.0105
FCount 3.436688 0.034692
R? 0.043263
Adj R? 0.030675

Based on Table 6, the panel data regression results indicate the influence of
profitability and solvency on stock prices among property and real estate companies listed
on the Indonesia Stock Exchange (IDX) during the 2019-2023 period. The formulated
regression equation is as follows:

Stock Price = 307.9729 + 390.3618*ROE+ 200.1364*DER + ¢

The constant value of 307.9729 indicates that if all independent variables are held
constant, the stock price (Y) would be 307.9729. The coefficient of profitability (ROE) is
390.3618, implying that a one-unit increase in ROE leads to a rise in stock price by 390.3618
units, although this effect is not statistically significant. Meanwhile, the solvency variable
(DER) has a coefficient of 200.1364 and a probability value below 0.05, signifying a
significant positive relationship with stock prices in the observed sector.

The adjusted R? value of 0.0307 reveals that profitability and solvency collectively
explain only 3.07% of the variation in stock prices, while the remaining 96.93% is influenced
by other factors not captured in the model. This indicates that the explanatory power of the
model is relatively weak, suggesting that ROE and DER alone are not sufficient predictors
of stock price movements in the property and real estate sector. Such a low explanatory value
highlights the need to consider additional variables that may better account for stock price
dynamics, including macroeconomic indicators (e.g., inflation, interest rates, GDP growth),
market-wide conditions (e.g., investor sentiment, capital inflows, global economic shocks),
and sector-specific factors (e.g., government regulations, property market cycles, and
demand-supply imbalances).

The F-test results, with a probability value of 0.034692 (below 0.05), indicate that
profitability and solvency together exert a statistically significant effect on stock prices,
despite their limited explanatory power. However, the t-test reveals a nuanced outcome:
profitability (ROE) does not significantly influence stock prices (p-value 0.2523 > 0.05),
while solvency (DER) demonstrates a significant positive effect (p-value 0.0105 < 0.05).
This implies that within this sector, investors may respond more strongly to the company’s
capital structure and ability to manage debt than to profitability alone.

Overall, these findings suggest that while solvency plays a role in shaping stock prices,
profitability is less influential in this context. Future research should integrate broader
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financial and non-financial indicators to construct a more comprehensive model with
stronger predictive capability.
The Effect of Profitability on Stock Price

Based on Table 6, the coefficient value of profitability (X1) is 390.3618 with a
significance level of 0.2523 (> 0.05), indicating that profitability does not have a partial effect
on stock price in property and real estate companies listed on the Indonesia Stock Exchange
(IDX) during 2019-2023. This finding contradicts the initial hypothesis, which proposed a
significant influence of profitability on stock price. The discrepancy may be attributed to the
relatively stable profitability performance within the sector, where fluctuations were
insufficient to influence investor decisions. This result aligns with the study by Musfira et al.
(2023), which also found no significant effect of profitability on stock price.

Table 7.
Relationship between Profitability and Stock Price

Information Stock price > 2,50 Stock price < 2,50 Total
No. % No. % No. %
x1<0,023 16 10% 57 37% 73 47%
1)
x1>0,023 30 19% 52 34% 82 33%
. . 100%
Total 46 29% 109 71% 155

Table 7 indicates that 73 observations (47%) exhibit profitability below the average,
while 82 observations (53%) show above-average profitability. Among those with lower
profitability, 16 observations (10%) have stock prices exceeding the average (>2.50), and 57
observations (37%) fall below the average stock price (<2.50). Conversely, among the 82
observations with higher profitability, 30 (19%) record above-average stock prices, while 52
(34%) remain below the average.

The Influence of Solvency on Stock Price

Based on Table 6, the coefficient value for Solvency (X1) is 200.1364 with a
significance level of 0.0105 (< 0.05), indicating a significant positive partial effect of
Solvency on stock price in property and real estate companies listed on the Indonesia Stock
Exchange (IDX) during 2019-2023. This finding supports the proposed hypothesis and is
consistent with prior studies by Oktrima (2022) and Reswita et al. (2021). The positive
influence arises because Solvency reflects a firm's ability to meet long-term obligations,
signaling lower financial risk. When a company manages its debt proportionally, it enhances
long-term operational stability, fosters investor confidence, and consequently drives up stock
price.

Table 8.
Relationship between Profitability and Stock Price
Information Stock price > 2,50 Stock price <2,50 Total
No. % No. % No. %
x2<0,873 32 21% 64 41% 96 62%
x2>0,873 14 9% 45 29% 59 38%
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Total 46 30% 109 70% 155 100%

Table 8 illustrates that 62% of the data (96 observations) exhibit solvency levels
below the average, while the remaining 38% (59 observations) have above-average solvency.
Among the below-average solvency group, 21% (32 observations) show stock prices above
the mean (> 2.50), and 41% (64 observations) fall below the mean stock price (< 2.50). In
contrast, within the above-average solvency group, only 9% (14 observations) have stock
prices exceeding the average, while 29% (45 observations) remain below the average stock
price.

CONCLUSION

Based on the data analysis, this study concludes that the stock prices of property and
real estate companies listed on the Indonesia Stock Exchange (IDX) from 2019 to 2023
exhibit non-homogeneous distributions for variables such as Stock Price, Return on Equity
(ROE), and Debt to Equity Ratio (DER), as indicated by standard deviations exceeding their
means. The findings further reveal that, among the examined variables, solvency (DER)
demonstrates a significant partial effect on stock prices, while profitability (ROE) does not
show such influence. Collectively, the selected financial ratios explain only 4.3% of stock
price variation across the 31 observed companies.

Future studies are encouraged to expand the scope by incorporating additional
variables (e.g., firm size, liquidity, and activity ratios), extending the observation period, or
exploring different industry sectors to obtain broader insights. Practically, this research
serves as a valuable reference for students in understanding financial ratio analysis for stock
valuation, provides investors with empirical evidence to improve investment decisions by
emphasizing solvency considerations, and assists issuers in evaluating their financial
performance to enhance investor trust and stock market appeal.
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