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Abstract

With the help of this study, we want to determine to what extent accounting
information influences the stock prices of banking companies listed on IDX between
the years 2017 and 2021. For the purposes of this study, the population includes all
financial institutions listed on. the Indonesia Stock Exchange (IDX) during the period
from 2017 to 2021. The use of the purpose sampling method was found to be the most
appropriate method. According to the survey report, there were 26 different
companies. The results of this study show that the Earnings Per Share (EPS) variable
appears to have a significant impact on stock prices. On the other hand, the variables
"Debt-to-Equity Ratio™ (DER), "Price to Book Value" (PBV) and "Net Profit Margin”
(NPM) have influence on share prices.
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1. INTRODUCTION

Stock prices and accounting data are key determinants of financial market
dynamics. Financial statements such as income statements, balance sheets, and cash
flow statements reveal a bank's financial performance. Analysts and investors focus on
three main metrics when analyzing these financial statements: profitability, liquidity,
and risk. Accurate and reliable accounting data can boost investor confidence and the
value of a bank's stock. Empirical evidence indicates that stock prices tend to rise
following positive accounting disclosures, such as increased profitability or improved
asset quality. Conversely, negative disclosures, such as unexpected losses or declining
asset quality, can lead to a decrease in stock values. Access to accounting data reduces
the information gap between investors and management, enabling more informed
investment decisions. Efficient market theory suggests that stock prices reflect all
available information, making accurate and timely accounting disclosures crucial.
Regular financial statement disclosures from banking companies are essential for
market stability and transparency. The impact of accounting information on stock
prices can be influenced by factors such as macroeconomic variables, investor
sentiment, and industry developments. Despite these external factors, accounting data
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remains vital for shaping investor perceptions and stock prices in the banking sector.
Therefore, trustworthy accounting data is critical to maintaining healthy financial
markets and investor confidence.

The capital market refers to the buying and selling of long-term securities. To
attract potential investors and persuade them to invest, companies need to provide
financial information. Potential investors may use stock price information when
deciding whether to participate in a company's IPO. According to Sunariyah (2011),
shares of a limited liability company are financial assets provided by the company,
serving as proof of ownership or interest. Investors may be willing to sell stocks when
stock prices rise relative to the market price. Banking institutions facilitate investments
by providing financial services to companies. Banks play a crucial role in economic
activity as instruments of monetary policy and payment transactions. The country aims
to ensure the stability, safety, and quality of financial institutions involved in banking.
Traditional financial institutions provide a stable environment that attracts potential
investors.

The value of a company's shares in the stock market is determined by the share
price, which reflects the interest of market participants in buying and selling specific
stocks. In the stock market, investors pay close attention to stock prices, especially the
closing price. When demand is high, stock prices increase. According to Sihombing
(2018), the closing price is a key factor in determining the value of an investment. High
share prices make investors feel secure, encouraging them to invest in the stock market.
A company's value increases when it reaches its highest historical point. Investors
acquire shares hoping to profit either through dividends or stock price appreciation.
The level of investor interest, determined by demand for different stocks, influences
stock prices. Signaling theory, also known as signing theory, addresses the negative
effects of information asymmetry (Noor, 2014). Annual financial statements contain
crucial information, reporting on management's success in meeting shareholders'
expectations and interests, as well as financial and non-financial performance. These
reports provide past, present, and future data, including receivables and capital ratios.

A company's earnings per share (EPS) can be defined as its profit divided by
the number of shares owned by investors, according to Darmadji and Fakhruddin
(1995). Income is a measure of achievement, according to Lukman Dendawijaya
(2005), who argues that it is an important factor in pricing. According to Gibson
(1996:429), earnings per share (EPS) are a measure of a company's financial
performance. One way to find a company's earnings per share (EPS) is to divide its
total earnings by the number of shares outstanding. As a reliable and inexpensive
source of financial reporting and company accounting data, accounting information is
essential for investors to do thorough evaluations of firms. A company's financial
reports are evidence of its value because they evaluate the company's past performance.
The interest of possible investors is piqued when a business venture is economically
advantageous. Important parts of a business's operations include creating and
disseminating financial reports, which help investors make educated decisions. Stock
prices fluctuate every year, so smart investors shouldn't base their judgments just on
price movements. Profits per share (EPS) and other financial metrics show how
profitable a business is becoming. Earnings per share (EPS) helps with dividend
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payments and gives investors a sense of what the future holds per share, says Najmudin
(2011).

A measure of a company's solvency and the amount of debt it has is the debt-
to-equity ratio (DER). In the case of bankruptcy, this evaluation will reveal whether or
not a corporation can pay its bills (Lasari and Darsono, 2010). The leverage ratio
measures a company's ability to borrow money. It is sometimes called the debt-to-
equity ratio (DER). An important financial ratio that compares a company's debt to its
equity or investment capital is the debt-to-equity ratio (DER) (Daniel, 2015: 865).
According to Kasmir (2008), DER is a method for determining if a bank can repay
short-term or long-term loans. It does this by calculating the maximum amount a
company can lose before it hurts its creditors. Volanda Aziz (2012) states that stock
prices are affected by the price/book value (PBV) ratio, which compares the stock price
of a firm to its book value. The low stock prices of companies with low book values
are indicative of their low book value expectations. Investment returns in the market
are positively impacted by higher pricing.

Net profit is an important indicator of a company's ability to turn a profit from
its sales, say David Sukardi and Kurniawan (2010:241). According to Hanafi and
Halim (2012), a higher net profit margin (NPM) is directly proportional to a higher
profit margin. After deducting expenses from revenues, the remaining amount is the
net profit margin, or NPM. Production, human resources, marketing, and finance are
all part of NPM, which is a set of metrics used to evaluate a company's performance
and profitability (Werner, 2013). The assurance of the owners in their investment is
enhanced by a higher net profit margin (NPM). A company's profit divided by the
number of shares outstanding is called earnings per share (EPS). According to Van
Horne and Wachowicz, earnings per share (EPS) is calculated by dividing EAT by the
total number of common shares outstanding. An increasing EPS indicates that a
company is growing or that its sales and earnings are on the rise. Earnings per share
(EPS) and stock prices are directly related, according to studies (Darmayasa et al.,
2014; Raharjo and Muid, 2013; Setiawan and Daud, 2012). This is because stock values
are influenced by the financial performance of individual companies. A positive
association between an individual's earnings and the value of stock prices was found
by Safitri (2013) in her study.

Studies examining the impact of the debt-to-equity ratio (DER) on stock prices have
yielded conflicting results. While some research has found no effect (Darmayasa et al.,
2014; Safitri, 2013; Setiawan and Daud, 2012), other research has shown a clear and
substantial positive effect (Raharjo and Muid, 2013). Daniel's findings cast doubt on
earlier findings and provide little evidence that DER affects stock prices. An alternate
method for assessing performance is the price-to-book ratio (PBV). To do this, it takes
accounting data that represents a stock’s book value and compares it to the stock’s price.
One way to evaluate a company's potential to grow its stock price, bring in more
investors, and benefit shareholders is by looking at its Price-to-Book Value (PBV).
Evidence from empirical studies supports the idea that stock prices are related to book
value (Darmayasa et al., 2014). A measure of a business's profitability in comparison
to its net sales is the net profit margin (NPM). Companies having a high Net Profit
Margin (NPM) ratio tend to be more attractive to investors. This is a sign of robust
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sales and profitability for the companies. Consequently, stock prices tend to rise when
corporations make substantial profits. From 2017 through 2021, the researchers will
examine the data from the IDX (Indonesia Stock Exchange) to determine the
correlation between accounting information systems and stock prices of financial
institutions. An introductory statement and explanation will set the stage for the
analysis.

2. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT
2.1 Signaling Theory

Signaling theory addresses the issue of information asymmetry, which occurs
when one party in a transaction has more or better information than the other.
According to Noor (2014), signaling theory highlights how companies can mitigate this
asymmetry by providing transparent and reliable information. Annual financial
statements are crucial in this regard, as they contain comprehensive data about a
company's performance. These reports include details on management's ability to meet
shareholder expectations, encompassing both financial and non-financial metrics.
Furthermore, financial statements provide historical, current, and forward-looking
information about the company's resources, including receivables and capital ratios. By
disclosing this information, companies can signal their financial health and operational
success to investors, thereby reducing uncertainty and enhancing investor confidence.

2.2. Earnings Per Share (EPS)

Earnings per share (EPS) is a vital financial metric used to gauge a company's
profitability on a per-share basis. Defined by Darmadji and Fakhruddin in 1995, EPS
is calculated by dividing the net profit by the number of outstanding shares. Lukman
Dendawijaya's 2005 study emphasized that EPS is a critical determinant of stock prices,
reflecting a company's success. Gibson (1996:429) further underscored that EPS
indicates the profit attributed to each share of the company. The formula to compute
EPS is straightforward:

Laba Bersih

Jumlah saham beredar

EPS =

This measure allows investors to assess a company's profitability and compare it with
others, making it a key indicator of financial performance and stock valuation.

2.3. Debt-to-Equity Ratio (DER)

One financial metric is the debt-to-equity ratio (DER), which compares the
overall obligations of a company to the equity held by its shareholders. It provides
useful details regarding the financial leverage and solvency of the business. The ability
of a corporation to pay off its long-term obligations is demonstrated by the Debt-to-
Equity Ratio (DER), as stated by Lasari and Darsono (2010). A measure of how much
of a company's operations are financed by debt as opposed to money generated
internally, the Debt-to-Equity Ratio (DER) is also known as the leverage ratio. The
following formula is given by Daniel (2015:865) to explain how DER is calculated:
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Total Utang
MOdal Sendiri

This ratio is crucial for understanding the financial risk associated with a company's
capital structure, helping investors and creditors evaluate the potential for default and
overall financial health.

DER =

2.4. Price-to-Book Value (PBV)

One financial metric that compares the market value of a firm to its book value
is the price-to-book value (PBV) ratio. To what extent do investors consider the
company's net assets to be valuable is shown by this. Divide the stock's market price
by its book value, which is found on the balance sheet of the company, to get the ratio.
This is the PBV equation:

Harga Saham
PEV

- (total harta — total hutang)

According to Volanda Aziz (2012), a higher PBV indicates that the market places a
higher value on the net assets of the company, typically due to expectations of future
growth and profitability. Conversely, a lower PBV may suggest undervaluation or
potential financial distress. This ratio helps investors identify potentially overvalued or
undervalued stocks, aiding in investment decisions.

2.5. Net Profit Margin (NPM)

A measure of profitability, Net Profit Margin (NPM) determines net income as
a proportion of revenue. If you want to know how much money a business can make
from sales, NPM is the way to go (David Sukardi and Kurniawan 2010:241). Greater
efficiency and profitability are indicated by a bigger profit margin, according to Hanafi

and Halim (2012:81). As a percentage of sales, net profit margin (NPM) is calculated.:
NP = Laba bersih

Total penjualan

The percentage of income that stays as profit after all expenses are subtracted is shown
by this ratio. An essential statistic for investors analyzing a company's financial
performance is the NPM. A higher NPM indicates better profitability and operational
efficiency.

2.6. Share Price (Y)

Derived from the forces of supply and demand in the stock market, share price
is the market value of a company's stock at any one moment. Hartono (2011:143)
claims that trading activity influences share prices; prices rise when demand surpasses
supply and fall when supply surpasses demand. By first subtracting the current price
from the price in the prior period then dividing by the price in the previous period, one
may determine the change in share price over time. The return calculation formula is:
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Py—Pigy
Return = _
Pigy

Is the price at the previous period. This calculation helps investors understand the
performance of their investments over time, providing a basis for assessing gains or
losses in the stock market.

2.7. Hypothesis Development

3. RESEARCH METHODS

Statistical research focuses primarily on numerical data, encompassing
processes from data collection to analysis and presentation. This type of research aims
to derive meaningful insights and conclusions through rigorous methods. To enhance
the comprehension of research findings, visual aids such as tables, charts, graphs, and
images can be particularly useful. These tools help in summarizing complex data and
making it more accessible and understandable for the audience.

In this study, both independent and dependent variables were examined.
Specifically, the research aimed to assess whether variations in the Debt-to-Equity
Ratio (DER), Price-to-Book Value (PBV), Earnings Per Share (EPS), and Net Profit
Margin (NPM) have a significant impact on stock prices. According to Sugiyono
(2012), researchers are often interested in studying populations to draw conclusions
about large groups that share specific characteristics. This approach helps in
understanding broader trends and patterns that can be generalized to similar groups.
The survey conducted for this study included 45 banking companies listed on the
Indonesia Stock Exchange (IDX) over the period from 2017 to 2021. To ensure the
sample was representative of the population and aligned with the research objectives,
purposive sampling was employed. This method involves selecting participants based
on specific characteristics that are pertinent to the study's goals. By using purposive
sampling, the research focused on obtaining a sample that could provide relevant and
insightful data, ensuring the findings are both reliable and applicable to the broader
banking sector.

4. RESULTS AND DISCUSSION
4.1. Results
4.1.1. Descriptive Statistical Test

The descriptive analysis method prioritizes the methodological approach that
begins with the collection and classification of previously collected data and continues
with the analysis and purpose of interpreting the data. When conducting a survey, a
descriptive survey is conducted with the aim of providing a detailed picture of the data
on the various research subjects being studied.

Table 2. Descriptive statistics
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Maksimu
N Minimum m Berarti Std. Deviasi

EFPS 109 A0 40.22 1.5161 6.46112
DER 125 1.11 178.22 89703 21.11404
FBEV 125 1 13.66 16217 1.82714
MNPM 109 00 83 2486 16306
MEMBAGIKAMN 125 50.00 8600,00 | 16959785 2011,06351
Valid N (daftar) 109

Source: SPSS data processing, 2023

Based on the information provided in Table 4.1, earnings per comment varied
between 0.00 and 40.22 during the search period. The mean value is known to be
1.5161 and the standard deviation is 6.46112. The debt-to-equity ratio varied between
1.11 and 178.22 during the study period, with a mean of 8.9703 and a standard
deviation of 21.11404. The value of the book price varied between 0.11 and 13.66
during the study, with a mean of 1.5217 and a ratio of 1.8274. During the study, a range
of 0.00 to 0.83 was found for the net profit margin, with an average value of 0.755. So
far, the standard deviation value is 0.2486. Share prices were between -50.00 and
8600.00 at the time of research. The stock price has a standard deviation of 2011.05351,
which amounts to $1,695,975.

4.1.2. Classic assumption test

The purpose of this test is to determine whether the use of multiple regression models
produces estimates that are consistent with valid classical estimates. These assumptions
include multicollinearity, autocorrelation, and heteroscedasticity.

1. Normality test
Ghozali (2016) uses visual analysis as a way to determine whether the data is following
a normal distribution or not based on given parameters.

Figure 1.
Normality test

Dependent Variable: SAHAM

°®

Expected Cum Prob

04 06 o
Observed Cum Prob

Source: SPSS data processing, 2023

The graph above shows the distribution of data. These data points correspond to the
diagonal. Therefore, it can be concluded that the data has successfully passed the
regular test.
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2. Autocorrelation test
Autocorrelation Test To determine if autocorrelation exists, the Durbin-Watson

test is used. To determine whether the regression model has autocorrelation or not, the
Durbin-Watson method is used.
Table 3. Autocorrelation test results
Summary of example (b)

R Perseqi
yang Std.
Disesuaika Kesalahan
Model R R persegi n Estimasi Durbin-Watson
1 703(a) 495 ATh 150570055 1.872

Predictors: (Always), NPM, EPS, DER, PBV
b Corresponding word: STOCK
Source: SPSS data processing, 2023

DW = 1.872, Du value is calculated from the DW table using the equation du = (n — k)
— 4, where n equals (n — k), 130 — 4 = 126, and the result of du value is 1.7919 amount.
According to the results of the regression analysis, the value of the Durbin-Watson
(DW) coefficient was 1.838. This value is between 1.791 and 1.872, but less than 2.209.
This shows that the multiple linear regression model shows no evidence of

autocorrelation.

3. Multicollinearity test
Taking advantage of the concept of multicollinearity, it is possible to know if
there is a relationship between the independent variables included in the regression
model.
Table 4. Results of multicollinearity tests
Coefficient (a)

Model Korelasi Statistik Kolinearitas
Urutan nol | Sebagian Bagian Toleransi VIF
1 (Konstan)
EPS - 136 -,083 -,059 988 1.013
DER 278 193 140 956 1.046
PEV 511 492 402 949 1.054
NPM 531 522 435 960 1.041

Source: SPSS Data Processing, 2023
According to the data provided in the table, the VIF value of all independent
variables including EPS, DER, PBV and NPM is below 10. Based on the results of this
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research, the proposed regression model used shows no signs of decline.
multicollinearity

4. Heteroskedasticity test

Heteroscedasticity test According to Santoso (2004), this technique is used to
determine if there is a difference in the difference between the residuals of the
regression model for two or more variables.

Scatterplot

Dependent Variable: SAHAM
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Figure 2. Heteroskedasticity test
Source: SPSS Data Processing, 2023

The rest of the plot seems to have a uniform distribution both above and below
the zero point, as shown in figure 2. It can be concluded that the plot does not have a
U or inverted U pattern, which is a strong indication that a reversal has occurred. . The
model did not show heteroscedasticity.

4.1.3. Multiple Linear Regression Test

A multiple linear regression analysis is performed. In addition, a multi-line
analysis was used in this study. The purpose of this research is to determine the
influence of the following on the company's value: earnings per share (EPS), debt to
equity ratio (DER), price to book value (PBV) and net profit margin (NPM). According
to the conclusions of computer studies, the results obtained through the computer
program SPSS are as follows:

Table 5. Results of retrospective analysis
Coefficient (a)
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Koefisien Tidak Koefisien
Model Standar Standar T Sig.
Std.
Kesalaha

B n Beta
(Konstan) | 795005| 318.347 2500 014
EPS 19.136| 22566 _.059 _848 398
DER 13.167 6.566 143 2.005 048
PBY 928817 | 161.029 413 5768 000
NPM 5655.016 | 906.755 444 6.237 000

Dependent variable: stocks Pirce
The influence of the independent variable (X) on the dependent variable (Y) is
represented by the above equation. In statistical analysis, the term "regression
coefficient” refers to the amount of change in a line that corresponds to each unit
change in the independent variable while holding all others constant.

1) The constant is represented by the coefficient Bo-796.005 which indicates a constant
number. It can be concluded that if all the different values of Earnings Per Share
(EPS), Debt to Equity Ratio (DER), Price Book Value (PBV) and Net Profit Margin
(NPM) are equal to zero or, stock. the price will be -796,005 There are no
independent influencing factors related to share prices.

2) X 1 is the symbol representing the earnings per share (EPS) ratio. For earnings per
share (EPS) regression analysis, a coefficient of -19.136 was determined. Earnings
per share (EPS) and earnings management were found to have regression
coefficients, indicating that there is a correlation between the two metrics. There is
a clear relationship between the amount of earnings per share (EPS) and the impact
of the use of financial management, as this indicates that there is a one-way
relationship between the two.

3) The coefficient of the credit-equity ratio (DER) is 13.167 and is obtained by
multiplying by 2. It can be concluded that the regression coefficient of the variable
credit-equity ratio (DER) is negative, so there is a negative relationship between
management profit and change. Stock prices will fall as a direct result of rising debt-
to-equity ratio (DER), a measure of debt-to-equity performance.

4) For stock prices, the price-to-book value (PBV) ratio (X3) has a regression
coefficient of 928.817, which shows that it is negatively related to stock prices.
Given that book value (PBV) and stock prices are inversely related, it can be
concluded that the two move inversely. There is a relationship between increasing
value to book (PBV) and declining stock prices.

5) The regression coefficient of 5655.016 shows that there is a one-way relationship
between net profit margin (NPM) ratio (X4) and stock prices. This relationship is
represented by the NPM coefficient. If we look at the relationship between these
two variables, we can see that there is a one-way relationship between net profit
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margin (NPM) and stock prices. There is a relationship between high net profit
margin (NPM) and increasing stock prices.

4.1.4. T test

Use a t-test to test the primary hypothesis. The t-test is used to test the primary

hypothesis. T-test is used to determine how Earning Per Share (EPS), Debt to Equity
Ratio (DER), Price Book Value (PBV) and Net Profit Margin (NPM) are related to
stocks. Price (Y) or the threshold value is set to 0.05.

Table 6. Results of T-test analysis
Coefficient (a)

Koefisien Tidak Koefisien
Model Standar Standar T Sig.
Sid.
Kesalaha

B n Beta
(Konstan) | 796 005| 318347 2500 014
EPS 19.136| 22566 _.059 _848 398
DER 13.167 6.566 143 2.005 048
PBY 928.817| 161.029 413 5768 000
NPM 5655.016 | 906.755 444 6.237 000

Source: SPSS Data Processing, 2023
To test a little of the description of each type, do the following:

1.

One component that goes into determining a stock's worth is earnings per share, or
EPS. The Earnings Per Share (EPS) variable does not satisfy the criteria for
statistical significance at a 0.05 level of significance, as its p-value is 0.398.
Therefore, there are many who maintain that stock prices are unaffected by
fluctuations in EPS. So, a stock price is unrelated to an earnings per share (EPS)
valuation. Here, the null hypothesis (that EPS has no effect on stock prices) is shown
wrong.

. One important metric that helps to illustrate the elements that impact a stock’s value

is the debt-to-equity ratio (DER). The debt-to-equity ratio (DER) variable has a p-
value of 0.048, which is marginally greater than the 0.05 level of significance. This
data demonstrates that the impact of the debt-to-equity ratio (DER) on stock prices
is minimal. 1 will analyze the impact of the debt-to-equity ratio (DER) on a stock
price of a company below. That DER has a partial effect on prices is, then, supported
by the second hypothesis.

PBV: The value of shares is inversely proportional to the change in the price-to-
book value (PBV). A significant change is shown by the price-to-book value (PBV)
p-value of 0.000, which is significantly lower than the 0.05 threshold. The price-to-
book value (PBV) has a moderate effect on stock prices, as a result. How book value
(PBV) impacts a stock price of a corporation is examined here. For this reason, we
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can conclude that PBV does, in fact, have a substantial effect on market prices (the
third hypothesis).

4. One component that goes into establishing the worth of equities is the Net Profit
Margin (NPM). A change in Net Profit Margin (NPM) is shown by a p-value of
0.000, which is less than the standard value of 0.05 and so indicates a significant
shift. This provides more evidence that NPM affects stock price. As a result, we can
conclude from hypothesis 4 that NPM has a small effect on prices.

4.1.5. F test
The F-test is used to test the second hypothesis. Below is a table of the results of
the F-test performed using the SPSS application for Windows, specifically:
Table 7. Hypothesis testing

ANOVA (b)
Jumlah Berarti
Model Kuadrat df Perseqi F Sig.
1 Regresi 324 579 2 162.290 19.342 ,000(a)
Sisa 545395 65 8.391
Total 869.974 67

a predictor: (regular), sales volume, inventory
b Dependent variable: profit
Source: SPSS data processing results in 2023
The resulting value is 0.000, which is below the 0.05 significance level. It can be
concluded that this model can be accepted in general. This can be seen in the table
above.

4.1.6. Coefficient of Determination Test

One way to quantify the extent to which one variable affects another is via
the coefficient of determination (R2), a statistical metric. R2 is the coefficient of
determination, which quantifies the extent to which one variable affects another.
The stronger the relationship between the independent and dependent variables,
the higher the r2 value. That the independent variable is so potent is seen here.
Here are the correlations for each independent variable as shown in the SPSS
output:

Table 8. The coefficient of determination (r?)
Summary of example (b)

R Perseqi
yang Std.
Disesuaika Kesalahan
Model R R persegi n Estimasi Durbin-Watson
1 703(a) 495 AT5 1505.70055 1.872

“Predictors: (Always), NPM, EPS, DER, PBV
b Corresponding word: STOCK
Source: SPSS data processing results in 2023

4.2. Discussion
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4.2.1. The impact of earnings per share (EPS) on stock prices

Another variable that directly impacts stock prices is Earnings Per Share (EPS).
However, this study reveals no statistically significant relationship between EPS and
stock prices at the 0.05 significance level, as indicated by a p-value of 0.398. In their
1995 paper, Darmadji and Fakhruddin defined EPS as the profit divided by the number
of shares held by investors. Lukman Dendawijaya's 2005 study also highlighted that
income, a critical factor in determining prices, signifies a company's success. Gibson
(1996:429) noted that EPS represents the amount of profit per company share. The
calculation of EPS involves dividing the net profit by the total number of outstanding
shares.

Despite these insights, there are arguments that variations in EPS do not affect
stock prices. This study's findings support that the stock price remains unchanged
regardless of reported EPS. Consequently, the initial assumption that EPS influences
stock prices is debunked, indicating that EPS is not a reliable predictor of stock prices
in banking sector companies. Even when investors hope to earn returns, companies
often choose not to distribute profits as dividends. This decision could be due to
financial constraints or lucrative investment opportunities that necessitate retaining
profits. Conversely, many shareholders prefer timely dividend payments to avoid
future defaults and ensure immediate returns. Therefore, high EPS might not always
yield the expected outcomes, making it an unreliable indicator for stock price
prediction.

The conclusions of Permatasari et al. (2019), Ari et al. (2020), Estiasih et al.
(2020), Sari (2021), and Natasha (2022) contradict these results, as these researchers
found a positive relationship between EPS and stock prices. However, this study aligns
with Sanjaya (2018), who also found that EPS generally does not affect stock prices.
This disparity highlights the complexity of stock price determinants and suggests that
other factors may play more significant roles in influencing stock prices within the
banking sector. Future research should further explore these factors to provide a more
comprehensive understanding of stock price dynamics.

4.2.2. Influence of debt-to-equity ratio (DER) on share prices

Stock prices are significantly influenced by various factors, including the debt-
to-equity ratio (DER). The p-value for the DER variable is 0.048, which is above the
critical significance level of 0.05, indicating that this variable is indeed significant. The
DER measures a company's solvency and debt level, which are crucial indicators of
financial health. According to Lasari and Darsono (2010), the solvency ratio helps
determine a company's ability to pay its bills, even in bankruptcy. Also known as the
leverage ratio, DER assesses a company's capacity to borrow money. Daniel (2015)
explains that the DER compares a company's total debt to its own or investment capital.

Despite its importance, the DER does not have a significant impact on the cost
of capital, suggesting it influences a company's capital structure independently of its
overall value. The conclusion that can be drawn is that hypothesis 2, which posits a
partial correlation between DER and stock prices, is supported. The DER measures
how effectively a company can meet its obligations by using a portion of its cash to
pay off debt. Companies with a high DER may see lower stock prices because profits
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are more likely to be used for debt repayment rather than distributed as dividends to
shareholders. As Brigham and Houston (2010) noted, the value of money tends to
decrease as debt increases, primarily due to the higher risk associated with higher debt
levels.

Assuming a positive beta coefficient, companies with high DER are more likely
to experience a decrease in value compared to others. This highlights the importance
of managing obligations to creditors. Conversely, a low DER increases investor
confidence, boosting interest in the stock market. When DER values rise, stock prices
typically fall.

Furthermore, these findings align with the research of Ari et al. (2020), which
indicates that the debt-to-equity ratio positively influences company value. This
conclusion is also supported by the evidence presented by Estiasih et al. (2020),
reinforcing the notion that DER is a crucial determinant of stock prices and overall
company valuation. This consistency across studies underscores the need for
companies to manage their debt levels carefully to maintain investor confidence and
market stability.

4.2.3. The influence of price to book value (PBV) on stock prices

The price-to-book value (PBV) is a critical factor that influences stock prices.
The change in PBV vyields a p-value of 0.000, which is well below the standard
significance level of 0.05, indicating the substantial impact of PBV volatility on stock
prices. This suggests that fluctuations in PBV significantly affect stock prices.

PBV is an essential metric used to assess a company's performance, also known
as the "price-to-book ratio." The book value of a share is determined using pertinent
accounting data and PBV figures. This ratio formula derives from the asset value of
shares traded on the stock market divided by their book value. Here's an example of
how PBV influences a company's stock price: The third hypothesis, which suggests
that PBV partially affects stock prices, is supported by empirical data. Investors
commonly use PBV to evaluate the relationship between the current market price of an
asset and its book value. A high PBV ratio indicates market confidence in a company's
future prospects, signaling its potential to generate wealth for shareholders. As
confidence in the company's future increases, demand for its stock rises, boosting its
market price. The PBV ratio is a critical factor considered by investors when selecting
which company to invest in among various options. A higher PBV ratio correlates with
increased perceived value of the company's stock, leading to higher stock prices and
earnings.

This research supports the findings of previous studies by Dika et al. (2021),
which demonstrate that PBV significantly impacts stock prices. The t-value of 9.227
exceeds the required t-value of 1.97705, indicating the statistical significance of this
influence. Furthermore, Hana (2018) also shows that PBV has a substantial impact on
stock prices.

4.2.4. Impact of Net Profit Margin (NPM) on Stock Prices
One of the factors influencing stock prices is a metric known as Net Profit Margin
(NPM). The p-value for the change in Net Profit Margin (NPM) is 0.000, which is
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below the threshold of 0.05, indicating a significant relationship. This suggests that the
Net Profit Margin (NPM) variable does indeed impact stock prices.

Net Profit Margin (NPM) is a measure used to assess a company's profitability.
David Sukardi and Kurniawan (2010:241) noted that net profit serves as an analytical
tool to gauge a company's ability to generate profits at a given level of sales. Hanafi
and Halim (2012:81) further emphasize that an increase in profit margin, which is
directly related to NPM, reflects positively on the company's value. Profit margin, or
net profit margin (NPM), is calculated by dividing profit by gross sales, indicating the
amount of profit generated per unit of sale. In summary, hypothesis 4 confirms that Net
Profit Margin (NPM) partially influences stock prices. This research illustrates that
higher net profit margins (NPM) have a significant positive impact on stock prices.
Kasmir (2014) states that a high NPM indicates strong profitability from operations.
This profitability, along with effective management of profit, taxes, and net sales,
contributes to fair investor compensation, thereby increasing investor confidence.
Higher Net Profit Margin (NPM) motivates investors to buy company shares, driving
up demand and consequently, their value. Poppy Ambarwaty (2019) affirms that a
company's ability to generate high profits is expected to boost its share value. Research
by Tryanti and Agus (2021) validates a positive relationship between Net Profit Margin
and stock value, suggesting that NPM increased share prices by 25.8 percent.

5. CONCLUSIONS, LIMITATIONS AND RECOMMENDATIONS

The test results lead to the following conclusions: Earnings Per Share (EPS) does
not influence stock prices, as the EPS value of 0.398 is significantly above the 0.05
threshold, leading to the rejection of this hypothesis. The Debt to Equity Ratio (DER)
appears to influence stock prices, with a DER value of 0.048, which is just over 0.05,
suggesting some effect. Price to Book Value (PBV) significantly impacts stock prices,
evidenced by a PBV value of 0.000, well below the 0.05 standard. Similarly, Net Profit
Margin (NPM) also affects stock prices, with an NPM value of 0.000, indicating a
significant influence.

Based on these findings, several recommendations can be made: Investors can
use this report to guide their investment decisions by conducting a thorough analysis
of stock prices. The study identifies two primary factors affecting stock prices: PBV
and NPM. Investors should monitor these, along with EPS and DER, to make well-
informed investment choices. Future research should expand to include additional
factors influencing stock prices. The scope of the analysis should also be broadened to
cover different time periods and companies not listed on the Indonesia Stock Exchange,
increasing the sample size for more comprehensive results.
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