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Abstract

The objective of this study is to examine the effect of profitability that proxied by return
on net operating assets and total asset turnover. Valuation is proxied by the price to book
value. Size is proxied by total assets and Managerial Discretion is proxied by CEO Tenure.
The analytical method used in this study is regression of bunches. The samples of this
study are listed companies in property, real estate, and building construction that actively
trading between 2013 until 2015 in Indonesia Stock Exchange.The results of this study
indicate that the variable return on net operating assets, price to book value, size has a
positive influence on the disclosure of stock return, while the total asset turnover and CEO
tenure has no effect on the disclosure of stock return.

Keywords: Return on net operating assets (RNOA), Total asset turnover (TATO), Price to

book value (PBV), Size, CEO Tenure, Managerial Discretion, Stock Return

Abstrak

Tujuan dari penelitian ini adalah untuk menguji pengaruh profitabilitas yang ditunjukkan
oleh pengembalian aset operasi bersih dan perputaran total aset. Penilaian ditunjukkan
dengan nilai buku. Ukuran ditunjukkan dengan total aset dan kebijakan manajer
ditunjukkan oleh masa jabatan CEO. Metode analisis yang digunakan dalam penelitian ini
adalah regresi berganda. Sampel penelitian ini adalah perusahaan yang terdaftar di bidang
properti, real estat, dan konstruksi bangunan yang masih aktif tahun 2013 hingga 2015 di
Bursa Efek Indonesia. Hasil penelitian ini menunjukkan bahwa variabel pengembalian
asset operasi bersih, nilai buku dan ukuran memiliki pengaruh positif terhadap
pengungkapan pengembalian saham, sedangkan perputaran total aset dan masa jabatan
CEO tidak berpengaruh terhadap pengungkapan pengembalian saham.
Kata kunci: Pengembalian Aset Operasi Bersih, Perputaran Total Aset, Harga Nilai Buku,

Ukuran Perusahaan, Masa Jabatan CEO, Diskresi Manajerial, Pengembalian

Saham
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The Effect Of Profitability, Value, Size and Managerial Discretion

INTRODUCTION

In investing, revenue (return) is one of the factors that may affect the
investor in making an investment decision (Ismanto, 2011), According toWalace
and Zinkin (2005:281). The main interest of shareholder is the return of the
company’s productivity, in this case dividend and stock appreciation. Some cases
of companies that declined drastically stock average about over 40% occurred in
2014, even company Bumi Resources has decreased by 94.06% (Melani, 2014). It
was indicated that all the cases occurs because of there are several factors that
affect stock prices, such as the fundamental factors, bad performance of companies
that lead the company suffered a loss or reduction in income, bad corporate
governance, management policy about assets, liabilities and capitalization.
Therefore, it is necessary for investors to evaluate the company'sperformance,
governance, management, and characteristics of the company as well as things that
are informative to investors in order to assist in making decision.

To evaluatecompany performance, investors require information of an
entity, which is the financial report. The objective of financial reporting is to
provide financial information about an entity that is useful to investors in making
investment decision (Kiseo et al. 2011: 7), from many factors that influencing the
stock price performance, the researchers took fundamental factors which were
derived from the information disclosed in the company's financial statements and
annual reports such as profitability ratios measured with return on net operating
assets (RNOA) and total assets turnover (TATO), the ratio of valuation measured
by the price to book value (PBV), firm size measured by total asset which is the
company information as part of other financial information. Then the element of
Managerial Discretion was proxied by CEO tenure.

Based on the above explanation that motivated to do research because
first, there were phenomena of stock prices declining, and many of them caused by
fundamental factors of financial statements that indicated may affect the
performance of the stock price. Second, there is still a lack of studies using the
proxy Return On Net Operating Assets in measuring the performance of the

company's profitability, especially in measuring the performance of the operating
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assets. Third, previous studies still give inconsistent results. This study is an
extension of previous research, the research done by (Sparta, 2011),
(Papanastasopoulos et al. 2016), (Abdullah, 2016), (Martani, et al., 2009),
(Mohammed et al. 2014), (Friedman et al. 1989), This study aimed to analyze the
causality that is used to describe the effect of profitability, valuation, Size, and

Managerial Discretion Against Disclosure of Stock Return.

METHODS

The population of this research is Real Estate, Property and Building
Construction company listed in Indonesia Stock Exchange for three years period
from 2013 to 2015. Focus of the study wanted to see the effect of profitability was
proxied by return on net operating asset and total asset turnover, valuation was
proxied by the price to book value, size (the total asset of the company), and
managerial discretion was proxied by CEO Tenure on the disclosure of stock
return.

In this study, the method used to select the sample is purposive sampling

with a particular type of consideration (judgment sampling). Consideration
sampling criteria companies in this study as follow:

Table 1. Sample Data Research

No. Sample Selection Criteria Amount

1 | Property real estate and building construction 48
companies which is consistently listed shares
for three years at the Indonesia Stock
Exchange in 2013-2015

2 | Companies that suffer from operating losses (8)
for the year 2013 to 2015

3 | Companies that enter the number of samples 40

4 | The total sample for 3 years 120

5 | Outliers (Casewise) (4)

6 | Total Samples 116

Source: Data processed
Based on the table above, it can be seen that the samples used in this study

amounted to 40 companies. The sample is selected because it has met the criteria
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determined in accordance with the needs of the research analysis. However,
because there are four samples that outlier, then samples consist of 116.

RNOA (Return On Net Operating Assets) is defined as net operating profit
after tax (net operating profit after tax - NOPAT) divided by the net asset
operations (net operating assets - NOA), RNOA illustrates the yields of the
utilization of the operating assets in generating profits and contains components of
corporate performance. Measurements on RNOA is a useful to analyze the
profitability of a company(Subramanyam and Wild, 2011),

Net Operating Profit After Tax

RNOA =
Net Operating Assets

NOPAT (Net Operating Profit After Tax) is net income after taxes that
generated from net operating assets, the net operating profit including sales minus
cost of goods sold, operating expense such as selling, general and administrative,
as well as income tax. The posts are excluded from NOPAT including interest
income and expense, dividend income, gains and losses of non-operating
investments, as well as the profit or loss from discontinued operations (all
calculated net of tax)Subramanyam and Wild (2011: 150-151), Researchers used

measurements formulated by(Sparta 2011) as follows:

Tax Expense
Pretax Profit

NOPAT = (Sales — Operating Expense) X (1 — )

Net Operating Assets (NOA) is measured as the difference between the
operating assets and operating liabilities (Sparta, 2011). Operating Asset is a
residual value of total assets after deducting cash and cash equivalents. Operating
Liabilities is the residual value of the total assets after deducting minority interest,
ordinary and preferred share and total debt. According to (Penman, 2007) in
(Papanastasopoulos et al. 2011). Operating liabilities incurred as part of the
operation, while the financial liabilities incurred as part of financing activities to
raise cash in running the business. NOA then formulated (Papanastasopoulos and
Thomakos, 2016):

NOA = Operating Asset — Operating Liabilities
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Total Asset Turnover is a ratio used to measure the velocity of all assets
owned by the company and measure how many sales were obtained from each
rupiah assets (Kashmir, 2009: 185)

Sales

TATO = ——
0 Total Asset

Price to book value is one of the financial ratios in the form of market. The
higher ratio of market price to book value, the better the companies rated by
investors. This ratio describes the ratio between the market value of the book

value of a share(Dance Indriani, 2014),

Harga Pasar Per Lembar Saham
PBV =

Nilai Buku Per lembar Saham

Size is an information of the company in the form of a big or small
company’sreflection. Size related to the ability and opportunity to enter the capital
market and to obtain external financing (Yuliantari and Sujana, 2014),The size of
the company in the long term is a form of good growth (Widyastuti, 2007), In this
study, researchers used a measurement used by(Setiyono, 2016).

FIRM SIZE = Ln total Assets

To examine the managerial discretion, the author uses the CEO Tenure as a
proxy that represents the management's discretion. According to (Wu et al. 2005)
and Chen (2013), CEO Tenure play an important role in allocating, organizing and
motivating the company's resources and capabilities as well as contribute
significantly to empowering productivity. Because the asset is one of the resources
of the company, the CEO is entitled to determine the policy and strategy of the
asset, particularly in operating activities. CEO Tenure measured by (Karyati, 2014):

CEO Tenure = Ln tenure of a CEO in a company

Disclosure of stock return is the result that obtained from an investment.It
may be a return realization has occurred or return expectations that has not
happened. To obtain stock returns and profits as expected, then investor must be
able to assess the stock price. Stock prices can affect the magnitude of the return.
In this study disclosure of stock return measured byusing the yield on stock prices

as practiced by(Abdullah et al. 2016), The measurement as follows:
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Pt - Pt-1
Pt-1

Disclosures of Stock Return =

Information :
Pt = Stock Price Period Research
Pt-1 = Stock Price Prior Period Research
The equation to test the hypothesis in this study are as follows:

Disclosure of Stock Return = a+B1RNOA+ B2TATO+ B3PBV + B4SIZE +

B5CEOT+ ¢

Where:
Stock Disclosure Return Annual Return = Stock; RNOA = Return On Net Assets
Operrating; TATO = Total Assets Turnover; PBV = Price to Book Value; SIZE = Size

Company; CEO of T = CEO Tenure; a = Constant; f;...,, 5= coefficient of regression;

e =Error

RESULTS AND DISCUSSION
Normality test can be performed to determine whether in a regression
model, the dependent variable and the independent variables were normally
distributed or not. If this assumption is violated, the statistical test is not valid.
Figure 1
Normality Test Results P-Plot Graphs

Normal P-P Plot of Regression Standardized Residual
Dependent Variable: SR
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From Picture 1 shows that the research data have a normal distribution and
distribution since spread around the diagonal line, and the distribution does not
move away from the diagonal line. It shows a normal distribution pattern.

Table 2 One Sample Test Results Statistics Kolmogorov

Residual

unstandardized

N 116
Normal Parametersab mean , 0000000
Std. deviation , 39644311
Most Extreme Differences Absolute ,077
positive ,077
negative -, 057
Test Statistic ,077
Asymp. Sig. (2-tailed) , 090¢

From table 2 it can be seen that the value of the Kolmogorov Smirnov is
0.077 and the value Asymp Sig (2-tailed) significant at the 0.090> 0.05 this means
data residuals are normally distributed.

Multicoloniarity test is done by calculating the value of tolerance and VIF
(Variance Inflation Factor). If the tolerance values> 0.10 and VIF <10 then can be
expressed freely multikolonearitas. Based on the SPSS 22v results, it obtained
value tolerance and VIF in table 3. Thus it can be said that the regression model is
free of multicoloniarity.

Table 3 MultikoliniearityTest Results

Coefficients Standardized Collinearity
Unstandardized Coefficients Statistics
Model B Std. Error beta T Sig.  Tolerance  VIF
(Constant) -1.243 ,377 -3.297 .001
RNOA ,023 011 ,169 2,191,031 ,972  1.029
TATTOOS ,106 , 111 ,074  ,948 345 ,943 1,060
PBV ,180 ,027 ,527  6.729 ,000 ,949 1,054
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LnTA (SIZE) ,028 ,012 ,188  2.383 .019 ,931  1.074
LnCEOT ,054 ,032 ,134 1,683 ,095 ,920 1,087

Good regression model is free of autocorrelation. Detection of the
autocorrelation can be seen from the significant value Run Test. Based on Table 4
shows that the value of the test is with a probability of 0.136 -0.04698 far above
the significant value of 0.05, it can be said free of autocorrelation.

A good regression model is that homoskedastisitas or not occur
heteroscedasticity. To detect the presence or absence of heteroscedasticity with
glejser test. From Table 5 shows all the variables have a significance value of 0.05,
which means none of the independent variables are statistically significant affect
the dependent variable absolute value of residuals.

Table 4 Autocorrelation Test Results

Residual Unstandardized

Test Valuea -, 04 698
Cases <Test Value 58
Cases> = Test Value 58
total Cases 116
Number of Runs 67
Z 1,492
Asymp. Sig. (2-tailed) ,136

The test results in Table 6 shows that the R% of 0.361 or 36.1%. So it can be
said that the disclosure amounted to 36.1% stock return on real estate property
and building constructioncompanies listed in Indonesia Stock Exchange 2013-
2015 period due to the return on net operating assets, total asset turnover, price to
book value, size, and CEO tenure. While the disclosure amounted to 63.9% stock
return is caused by other variables and not examined in this study. According to
the table 7 below, the t test.

The results of regression analysis showed that the return on net operating
assets (RNOA) having asignificant effect on the disclosure of stock return. This can
be explained by the amount of variable significance level of 0.031< 0.05. The

results support the research conducted by (Sparta, 2011) and literature expressed
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by (Subramanyam and Wild, 2011) which states that RNOA is the relevant
information in determining the stock price performance.

Table 5 Test Results Heteroskidastity (Glejser Test)

Coefficients standardized
unstandardized Coefficients
Model B Std. Error beta t Sig.

1 (Constant) ,176 ,231 ,762 ,448
RNOA .002 ,006 ,036  ,378 ,706
TATTOOS ,029 ,068 ,041  ,425 ,672
PBV 014 016 ,083 ,861 ,391
LnTA (SIZE) -, 002 ,007 -, 025 -,254 ,800
LnCEOT .038 ,020 ,188 1936 ,055

The results of regression analysis showed that the total assets turnover
(TATO) has not been able to affect the disclosure of stock return. This can be
explained by the amount of variable significance level of 0.345> 0.05. The results
support the research conducted by(Puspitasari et al. 2017), (Abdullah, 2016) and
(Ariyanti, 2016) that TATO can not affect the disclosure of stock return, but is not
consistent with the results of research conducted by (Martani et al. 2009),
(Najimiyah et al. 2014), (Hayat, 2014),

The results of regression analysis showed that the price to book value
(PBV) has positive significant effect on disclosure of stock return. This can be
explained by the amount of variable significance level of 0.000< 0.05. The results
support the research done by (Muhammad and Scrimgeour, 2014), (Martani et al.
2009) and (Dance Indriani, 2014), But the results inconsistent with (Suherman
and Siburian, 2013) and (Najimiyah et al. 2014) studies.

Table 6 Results Coefficient of Determination

Adjusted R Std. Error of the Durbin-
Model R R Square Square Estimate Watson
1 ,601A ,361 ,332 ,4053531 2,365

The results of regression analysis showed that the size of the company's has

positive significant effecton disclosure of stock return. This can be explained by the
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amount of variable significance level of 0.019< 0.05. The results support the study
by (Martani et al.2009), (Ulfa, 2011), (Yuliantari and Sujana, 2014), (Daniel and
Titman, 1997) and (Widyastuti, 2007),

Table 7 Individual Parameter Significance Test Results (Test Statistic t)

Coefficients standardized
unstandardized Coefficients
Model B Std. Error beta t Sig.

1 (Constant) -1.243 ,377 -3.297 .001
RNOA ,023 011 , 169 2,191 ,031
TATTOOS , 106 , 111 ,074 ,948 , 345
PBV , 180 ,027 ,527 6.729 ,000
LnTA (SIZE) ,028 ,012 ,188 2.383 .019
LnCEOT ,054 ,032 , 134 1,683 , 095

The results of regression analysis showed that CEO tenure has not been
able to influence the disclosure of stock return. This can be explained by the
amount of variable significant level of 0.095> 0.05. The results are consistent with
the results of research conducted by (Bhagat et al. 2010) and (Sherif and Leitch,
2017) but is not consistent with the results of research conducted by (Rostami et

al. 2016).

CONCLUSION

It can be concluded that the profitability is proxied by the return on net
operating assets (RNOA), the valuation of which is proxied by the price to book
value (PBV), size (total asset of the company) is able to affect the disclosure of
stock return. While profitability is proxied by total asset turnover (TATO) and
managerial doscretion proxied by CEO tenure has not been able to influence the

disclosure of stock return.
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