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Abstract. One of the fundamental analysis most commonly used by investors and
securities analysts in assessing the price of a stock is by Price Earnings Ratio (PER)
approach, which illustrates the willingness of an investor to pay a certain amount for each
IDR earnings company. The purpose of this study is to analyze the variables that affect
the Price Earnings Ratio of companies incorporated in the LQ 45 period 2011-2016. The
variables are Return on Assets, Debt to Equity Ratio, Earning per Share, Dividend
Payout Ratio, Price to Book Value and Earning Growth. Sampling was done by
purposive sampling and resulted 22 companies. The analysis technique use multiple
linear regression. Hypothesis testing is done by using t test and model feasibility test. The
result of research shows that the variable of Return On Assets, Dividend Payout Ratio,
and Price To Book Value have positive and significant effect to Price Earnings Ratio,
while Debt to Equity Ratio, Earning Per Share and Earning Growth variables have
negative and not significant effect on Price Earnings Ratio. The coefficient of
determination of 0.865 which means that the ability of the regression model to predict is
86.5%.

Keywords: Return on Assets, Debt to Equity Ratio, Dividend Payout Ratio, Price to
Book Value, Price Earnings Ratio.

1 Introduction

Capital market as a market for various financial instruments or long-term securities that
can be traded, either in the form of debt or equity, issued by the government, public
authorities, or private companies. So that the capital market is a financial institution that can
be used as a medium of financing for developing companies to offer their valuable letter either
in the form of bonds or in the form of shares with an intermediary company underwriter.

One of the most preferred investment options in the stock market is stock. One of the
characteristics that can be selected by an investor is LQ 45 index stock in Indonesia Stock
Exchange. Every three months will be reviewed the movement of stock rankings used in the
calculation index LQ 45. Substitution of shares will be done every six months, ie every early
February and August.
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This research emphasizes on fundamental analysis that is by using Price Earnings Ratio
(PER) approach also called Earning Multiplier. Price Earnings Ratio (PER) is used to assess
the fairness of stock prices, because PER facilitates or helps judgment in analyzing stock
investments. Previous studies on the relationship between several components of financial
variables to Price Earnings Ratio were performed by Yulia et al. [1], Djazuli and Kiptiyah [2],
Permatasari and Yonowati [3], Susanto and Wiksuana [4], Kartika Sari and Gusti Putu
Wirawati [5]. Among these studies there are still inconsistencies from previous studies in
some variables such as Return on Assets (ROA), Debt to Equity Ratio (DER), Earning per
Share (EPS), Dividend Payout Ratio (DPR), Price to Book Value (PBV) and Earning Growth
(EG).

1.1 Theoretical Review

This analysis will compare the intrinsic value of a stock to its market price in order to
determine whether the stock's price already reflects its intrinsic value or not. The intrinsic
value of a stock is determined by the fundamental factors influencing the basic idea of this
approach is that the stock price will be influenced by the firm's performance. The performance
of the company itself is influenced by macro industrial and economic conditions [6].

1.1.1 Price Earnings Ratio

Basically this ratiogives an indication of the time period needed to return the funds at the level
of stock prices and corporate profits at a certain period. Therefore, this ratio illustrates the
willingness of an investor to pay a certain amount for each rupiah of corporate profits.

1.1.2 Return on Assets

Like, Fahmi (2015) say , the ratio to see the extent to which the investment or total assets that
have been implanted able to provide returns on profits as expected [7]. This like
Sjahrial(2012) told [8].

1.1.3 Debt to Equity Ratio

According to Kasmir (2015), the ratio used to assess debt with equity [9].

1.1.4 Earning Per Share

According to Fahmi(2015), this ratiodescribesa form of profit given to the shareholders of
each share shares owned [7].

1.1.5 Dividend Payout Ratio

The ratio shows the comparison between cash dividends per share and earnings per share or
this represents the amount of profit per share in dividends [10].



1.1.6 Price to Book Value

Harjadi (2013) say,this ratio describes how much the market appreciates the value of a
company's books. PBV does not contain information about the company's ability to generate
profits [11].

1.1.7 Earnings Growth

Earning Growth or profit growth represents the company's growth from year to year. Profit
growth to be studied is the growth of earnings per share , like Sjahrial (2012) told [8].

1.2 Restricting The Problem

1. This research is limited toReturn on Assets, Debt to Equity Ratio, Earning per Share,
Dividend Payout Ratio, Price to Book Value and Earning Growth.

2. Companies incorporated in the LQ 45 Index listed on the Stock Exchange and have
published the financial statements continuously in the period 2011-2015.

3. Share price is the average stock price of Closing Price during January — December

1.3 Formulation of the Problem

1. Does Return on Assets have a significant effect on Price Earnings Ratio?

2. Does Debt to Equity Ratio have a significant effect on Price Earnings Ratio?
3. Does Earning per Share have a significant effect on Price Earnings Ratio?

4. Does Dividend Payout Ratio, significant effect on Price Earnings Ratio?

5. Does Price to Book Value have a significant effect on Price Earnings Ratio?
6. Does Earning Growth have a significant effect on Price Earnings Ratio?

1.4 Research Hypotheses

H1: Return On Assets effect on Price Earnings Ratio

H2: Debt to Equity Ratio has an effect on Price Earnings Ratio
H3: Earning Per Sharehas an effect on Price Earnings Ratio
H4: Dividend Payout Ratio effect on Price Earnings Ratio

H5: Price to Book Value has an effect on Price Earnings Ratio
H6: Earning Growth effect on Price Earnings Ratio



1.4.1 Framework of Thinking
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Fig. 1. Framework of Thinking.

2 Research Methodology

This research is a type of quantitative research by analyzing secondary data and the
population is 45 companies incorporated in LQ 45 Index. Researchers use documentary type
data obtained from Indonesia Stock Exchange which became the subject of this study. Sources
of data arefinancial reports.

Data analysis with multiple regression analysis with SPSS 20 program and with
Multicolinierity Test, Autocorrelation test, Normality Test and Heteroskedasticity Test and
Hypothesis Testing with t test and model feasibility test.

2.1 Sample Research

Purposive sampling technique is used in this research where the technique of determining the
sample with certain considerations. The considerations implied in determining the sample of
this study are: (1) Companies incorporated in the LQ 45 Index listed on the Stock Exchange
which have the most complete financial statements and have been published in 2011-2015. (2)
Companies are still operating during the observation period (2011 to 2015). Based on these
two criteria, the sample of 22 companies in the LQ 45. Index listed in the Indonesia Stock
Exchange for 2011-2015 period is obtained.



3 Results of Research
3.1 Normality Test

Table 1. Normality Test.

One-Sample Kolmogorov-Smirnov Test

Unstandardiz

ed Residual

M 110
Mormal Parameters®® Mean 0500698
Std. Deviation 19146961

Most Extrerne Differences  Absolute 043
Positive 034

Megative -043

Kolmogorov-Smirmov Z 455
Asymp. Sig. (2-tailed) 986

a. Test distribution is Mormal.
h. Calculated from data.

Source: SPSS version 20 results.

In table 1 seen significant value of 0.986> 0.05 so it can be said that this model is normally
distributed.

3.2 Autocorrelation Test

Table 2. Autocorrelation Test.

Mode! Summary’
Change Stafisics
Mjusted R | St Enor of R Square Durhin-
Mogel | R Réware |  Square the Esfimale Change | FChange | dit d2 | Sig FChange |  Waison
1 e 630 625 3 B0 | 112448 1 66 100
2 i 55 45 3046 025 478 1 3] 033
3 93 Uil 865 8749 16 | 07076 1 [ 100 1763

a Predictors: (Constant, LN_¥5_Pav

b. Pradictors: (Constanty, LN_¥5_PEY, LN_{I_ROA

. Predictors: {Constand), LN_X5_PBY, LN_X1_R0A LN_¥2_DER
 Dependent Variable: LN_Y_PER

Source: SPSS version 20 results.

Based on Table 2 then DW calculated equal to 1.763 between dL of 1.4217 and dU 1.8032
which means it can be concluded the model does not occur autocorrelation.



Table 3. Run Test.

Runs Test

Unstandardiz

ed Residual
TestVvalue® 04991
Cases = TestValues 55
Cases >= TestValue 55
Total Cases 110
Number of Runs 53
z -.575
Asymp. Sig. (2-tailed) 565

a. Median

Based on table 3 then it can be seen Run test results with significant value of 0,565> 0,05
therefore this model is free from Autocorrelation problem.

3.3 Multicolinearity Test

Table 4. Multicolinearity Test.

Coefficients”

Standardzed
Unstandarded Coeficients | Cocficents 95.0% Confdzoce tenval 0B Coneiations Colingarty taistis

Aodsl B SEme | Bea 1| Sig | LowerBoond | UpperBoons | Zeoceder | Paial | Pat | Tolerance | VF
1 (Constang u% o ] 194

(U @ MG i} ] A0
1759 18
5 05 508
-2 052 195 | 2175

~

843 o7 14%
-4 08 A2 | 10785
-4l 0% -997 |
a DependentVarble: N Y PER

] -48 -3 AR 191|465 N7 A0

Source: SPSS version 20 results.

Based on table 4 it can be seen that the value of variance inflation factor (VIF) of each
independent variable has a VIF of no more than 10 and a Tolerance value of not less than 0.1.
Thus, it can be concluded that all independent variables (Price to Book Value and Return On
Assets and Debt to Equity Ratio) does not occur multicollinearity problems and can be used as
research data.

3.4 Heteroscedasticity Test

From Figure 2, the scatterplot shows that the points spread randomly, do not form a certain
clear pattern, and spread either above or below the number 0 on the Y axis, it can be
concluded that there is no heteroscedasticity in this regression model, so the model is feasible
used.



Scatterplot
Dependent Variable: LN_Y_PER
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Fig. 2. Heteroscedasticity Test.
3.5 Determination Coefficient Analysis
Table 5. Determination Coefficient.
ModelSummary’
Change Stafstics
AdjustedR | Std.Emorof | RSquare Durbin-

Mogel | R [RSquare | Square | heEsimale | Change |FChange | dff a2 | SigFChange | Walson
{ iy 63 65 31264 £30 ) 1248 1 ] 000
2 ol 8 85 16 05| 418 1 [ 03
3 a 8 865 18749 6 | 107076 1 4 000 1783

a Predictors: (Constan, LN_5_PBV

b. Preditors: (Constanf), LN_¥5_PBV, LN_X1_ROA
¢.Predictors: (Constan), LN_X5_PBV, LN_X1_ROA LN_X2_DER
4 DependentVariabl: Y PER

Source: SPSS version 20 results.
From table 5 Adjusted R Square equal to 0,865 or 86,5%, meaning fluctuation of PER can be

explained by PBV, ROA and DER and the rest 13,5% (100% - 86.5%) is explained by other
things outside the research model such as Company Size, Return On Equity and so on.

3.6 Multiple Linear Regression Analysis

Table 6. Multiple Linear Regression.

Coeffcients’
Sandarized
Unstandardzad Coefilents | Coefiiants 46.0% Canfidence intenial or 8 Conelatons Gollnsaily Statstics
Modsl B St Ermor Béta t Sig | LowerBound | Upper Bound | Zaro-order | Partal Pan [ Tolerance | WIF
1 (Constan) 2125 (] 0156 000 1984 2268
LN_X5_PBY 493 046 T94 | 10604 000 400 565 0 T8 9 1000 | 1.000
H (Constan) 1758 182 9687 000 1396 FiF
Lh_¥5_Pav 564 056 908 | 10405 000 452 243 i m 13 656 | 154
LN _ROA -2 052 1% | 2075 |  om -218 -0 N w0 | % 65 | 15
T (Constan) BT 13 BTN 4 3
LN 5 PBY 1) o7 149 | 19061 | 000 b1 1 wooam| e B
LN X1_ROA U 11} 427 | 075 | oo 810 508 W | e N T
LN_)2_DER -406 0% -997 | 10348 000 -484 -321 -160 - 791 -465 A7 | 4607

a Dependentvariable: LN_Y_PER
Source: SPSS version 20 results.
Based on table 6 can be seen the regression equation:



Y_PER =-110 - 0.734LN_X1_ROA - 0.406LN_X2_DER + 0.893LN_X5_PBV 1)

The regression equation can be interpreted as follows:
Constant is -110: it means that if ROA, DER and PBV value is 0, then PER value is -110
Regression coefficient of ROA equal to -0.734: means if other independent variables are
fixed and if ROA increases 1 unit, then PER will decrease by 0.734.

Regression coefficient of DER is -0,040: it means that if other independent variables are
fixed and if DER increases 1 unit, then PER will decrease by 0,040.

Regression coefficient of PBV is 0.893: it means that if other independent variables are
fixed and if PBV increases 1 unit, then PER will decrease by 0.893.

Table 7. t Test.

Ceficiats”

Stindaizzd
Urshindardzed Cosficients | Coetiunts S5.0% Confdence el B Comelabons ColingaryStelishes
Noge! ] Sibmr | B 1 8y i Tvorder | Patal | Pl |Toeace | VF
1 s mn EAR ] ' i
k] i LA ) a M0 T Tw| T o100| 1w
mom L] 136 un
] ] 8| 1008w @ L1} mypom § 8| 15N
- 18 BT ] -8 L] n M ] B 154
Bl m Bl ] <53 E1]
4] M 14| 1908 | 0 W L] Mo ] B our
- 1] 127 07 | 00 -8 -5 ki Wt
-Alg i 7|0 I -4 B I 1| L

2 Depindes Vil LI Y FER

Source: SPSS version 20 results

From table 7 the results are as follows:
Sig value. variable ROA of 0,000 <0.05 which means the variable ROA effect on PER

Sig value. variable DER of 0,000 <0,05 which means DER variable has an effect on PER
3. Sig value. PBV variable is 0.000 <0,05 which means PBV variable has an effect on PER

1.
2.

Table 8. Model Feasibility Test.

ANOVA™
Sum of
Model | sauares ar Mean Square F sig
1 Regression 10991 ¥ 10.991 112 449 000"
Residual 6.451 66 098
Total 17 44 67
Regression 11.429 2 5714 61.766 000°
Residual 6014 65 083
Total 17.44 67
3 Regression 15193 3 5064 | 144.069 000
Residual 2.250 64 035
Total 17.442 67

a. Dependent Variable: LN_Y_PER

b. Predictors: (Constant), LN_X5_PBV

c. Predictors: (Constant), LN_X5_PBV, LN_X1_ROA
d. Predictors: (Constant), LN_X5_PBV, LN_X1_ROA, LN_X2_DER

Source: SPSS version 20 results.

From table 8, the result of Sig value. 0.000 <0.05 which means there is a significant influence
between ROA,DER, EPS, DPR, PBV and EGsimultaneously to PER.



3.7 Interpretation of Research Results

a.

Effect ROA against PER :

Return On Asset has a significant effect on Price Earning Ratio. If ROA is high, then the
company has the ability to generate profits so that investors will be more confident that
investing will be profitable. This research is in line with research conducted by Permataari
and Yonowati [3], Yulia et al., [1], Susanto and Wiksuana [4] that ROA has a significant
effect on PER.

Effect DER against PER

Debt to Equity Ratio significantly influence Price Earning Ratio (PER). Increased debt
will result in an increased risk so that market confidence in the growth prospects of the
company will be reduced and create a low share price and result in a smaller PER. The
greater this ratio, the more unfavorable it will be because the greater the risk borne of the
failure that may occur in the company for both creditors and shareholders. This research is
in line with research conducted by Yulia et al(2014) that DER have a significant effect on
PER [1].

Effect of EPS on PER

Earnings Per Share has no significant effect on Price Earning Ratio. EPS is not a
reflection of company profits. Companies that have the same EPS, but if the amount of
total assets are different there aslo the profit. This research is in line with research
conducted by Yulia et al(2014) that EPS has no significant effect on PER [1].

Effect of DPR on PER

Dividend Payout Ratio does not significantly affect the Price Earning Ratio. Changes on
the dividend payout ratio can affect the PER change. A company makes a profit but its
dividend is not distributed to investors because it is invested / bought assets. If dividend
income of a company's stock is unstable then the stock price is unstable as well. This
research is in line with research conducted by Yulia et al(2014) that DPR has no
significant effect on PER [1].

Effect of PBV on PER

Price to Book Value significantly influence Price Earning Ratio. The greater the value of
PBV, the higher the value of the firm. So that makes the investors interested to invest
funds into the company. This will have an impact on the increasing number of investors
who are interested in the shares of the company and resulted in rising prices in the capital
market. This research is in line with research conducted by Yulia et al(2014) that PBV has
significant effect on PER [1].

Effect of EG on PER

The results that have been done, it is known that Earning Growth has no significant effect
on Price Earning Ratio. The average company has a negative profit growth so that
Earning per Share does not reflect corporate earnings. Companies that have the same
Earning per Share, total assets are different then the profit is different. This research is in
line with research conducted by Yulia et al (2014) and (Djazuli and Kiptiyah, 2009) that
EG has no significant effect on PER [1], [2].



4 Conclusion

There is a significant influence between variable ROA, DER and PBV to PERand no
significant influence between variable EPS, DPR and EG to PER in companies incorporated in
Index LQ 45. Investors should consider the variable ROA, DER and PBV if they want to
invest in shares of companies and companies incorporated in the LQ 45 Index should increase
the EPS, DPR and EG in order to attract investors to invest in stocks. The next researcher is to
add other independent variables which influence to PER, that is, among others: Return On
Equity, Company Size as well as using companies engaged in some sectors and other sub-
sectors, for further research get better and useful results.
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