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The Determinant of Stock Prices:
Evidence on Food and Beverage Companies in Indonesia
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Abstract. One aspect that concerns investors in valuing stocks is financial performance.
The purpose of this research is to examine the effect of financial performance, firm size,
and corporate social responsibility disclosure to the stock price in food and beverage sector
companies in Indonesia Stock Exchange. Using a purposive sampling method has done the
sample collection method and eleven of eighteen companies, which listed in Indonesia Stock
Exchange in the years of 20013-2017, are used as the research samples. The method used in
this study was Structural Equation Modeling Partial Least Square (SEM-PLS). The result
of the research shows that financial performance, firm size, and corporate social responsibility
disclosure affect the stock price. This result implies that the firm should improve the internal
factors to increase stock prices.
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Abstrak. Salah satu aspek yang menjadi perhatian investor dalam menilai saham adalah
kinerja keuwangan Penelitian ini bertujuan untuk mengetahui pengarub dari Kinerja
Keuangan, Ukuran Perusahaan dan Pengungkapan CSR terhadap Harga Saham.
Metode Pengambilan sampel menggunakan metode purposive sampling dari delapan belas
perusahaan yang terdaftar di Bursa Efek Indonesia pada tahun 20013-2017, hanya sebelas
perusahaan yang digunakan dalam sampel penelitian. Dalam melakukan analisis data,
peneliti menggunakan teknik analisis data menggunakan metode Partial Last Squeare
(PLS). Hasil Penelitian ini menujukkan bahwa kinerja keuangan, ukuran perusahaan, dan
pengungkapan corporate social responsibility (CSR) berpengarub terhadap harga saham. Hal
ini berimplikasi bahwa perusahaan harus meningkatkan kualitas faktor internalnya dalam
rangka meningkatkan harga saham dari perusahaan.

Kata Kunci: kinerja keuangan, ukuran perusahaan, pengungkapan corporate social
responsibility, harga saham
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Introduction

The capital market is one of the main drivers of the world economy, including
Indonesia. The development of the financial sector will support economic activity, especially
the food and beverage sector in Indonesia. Besides, the prospects of the company in this
sector are excellent. In predicting stock prices investors and investment managers carry out
fundamental analysis. Fundamental analysis is an analytical method that uses the study of
economic conditions, industry and the condition of the company to calculate the fair value
of a company’s stock. In predicting stock prices investors and investment managers carry
out fundamental analysis. The fundamental approach focuses on analyzes to determine the
condition of the company’s fundamentals that in turn are influenced by economic conditions
in general. The condition of the company extracted from a news source (Atkins et al., 2018).
Price informativeness about future earnings and investment sensitivity to stock price are

lower for high-priced firms (Chan et al., 2017).

Two factors influence stock price movements, namely internal factors, and external
factors. This study tries to examine the impact of internal factors on stock price movements
in food and beverage companies. The internal factors that will examine in this study are
the financial performance, firm size, and Corporate Social Responsibility (CSR) disclosure.
The financial performance that will use in this study is the market ratio and the level of
profitability. Financial performance is one of the factors used as a reference for an investor in
his decision to buy stocks. Some studies have found that financial performance that measured
by profitability affects stock prices (Djazuli, 2017; Purnawati, 2016; Pranata & Pujiati, 2015),
although some research find the contrary result (Kabajeh et al., 2012).

Furthermore, another factor that becomes the benchmark of investors is the size of
the company. Firm size is an estimating variable that is widely used to explain variations
in disclosures in the company’s annual report. Firm size reflects the size of the company as
seen from the total assets of the company. Several studies have found a positive association
between firm size and stock price. The larger the firm size, the higher the price of the stock
(Wong, 1989; Raza & Karim, 2016; Yuliza, 2018). Although, there are also other studies that
have found different results. Some studies find a negative influence (Duy & Phuoc, 2016),
and there are those who find no link between firm size and stock price (Davidson III et al.,

1993; Shafana et al., 2013).

Investors are not only limited to analyzing the ratio of financial information and
firm size, but investors are also expected to see information about the consequences of the
company’s activities related to the social environment, this shows from the annual report on
the CSR disclosure. The implementation of CSR by the company expected that stakeholders
have a positive view of the company and attract investors to invest in the company. CSR can
be used to mask improper behaviors of the manager (Scholtens & Kang, 2013; Sun et al,,
2010). Several studies have found that there is a positive influence between CSR disclosure
and stock prices (Becchetti et al., 2012; Hill et al.,2007; Magbool & Zameer, 2018).
Although, there are studies that find different results. Some studies find a negative influence
between these two factors (Fiori et al., 2015); and there are those who find no link between
the two (Yessica et al., 2017; Kim et al., 2014).
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Based on various previous studies, there are still not many studies that examine the
factors of company performance, firm size, and CSR disclosure to stock prices. Based on
various previous studies, there are still differences in results between studies. Therefore,
research on the influence of internal factors on stock prices is still an interesting study.

Therefore, this research will contribute significantly to scientific development.

Some studies that have tested the relevance of these factors mostly only use multiple
regressions. This research carried out testing using partial least square. This technique is what
distinguishes this research from previous studies. In general, this study aims to examine
financial performance, firm size, and disclosure of CSR on stock prices in the food and

beverage industry in Indonesia.

Methods

The scope of this study is companies going public in the Food and Beverage Sector
listed on the Indonesia Stock Exchange with the period 2013-2017. The researcher focuses
on knowing the effect of financial performance, firm size, and disclosure of corporate social
responsibility (CSR) on Stock Prices. This research will provide a closing price as a proxy of
the stock price. The closing price of a stock is the stock market price that is currently in effect
when the stock exchange closes that day. The stock price data used in this study is the stock
price determined through the closing price

The study uses secondary data, which uses data in the form of financial statements
published by each company listed on the Indonesia Stock Exchange. The population of this
study is the Food and Beverage Sector Company that has listed on the Indonesia Stock
Exchange, namely as many as 18 Food and Beverage Sector Companies. From this population,
the sample was taken using the purposive sampling method. Based on these criteria, there are

11 companies used as research samples.

The method of data analysis in this study uses the Partial Least Square (PLS) method.
Partial Least Square Analysis (PLS) is a multivariate statistical technique that performs
comparisons between multiple dependent variables and multiple independent variables. PLS
is a variant-based SEM statistical method designed to complete multiple regressions when
specific data problems occur. The primary purpose of the Partial Least Square method is to
predict the relationship of variable X to the Y variable and explain the theoretical relationship
between the two variables.

The parameter estimates obtained with PLS can categorize into three. First, is the
weight estimate that is used to score latent variables? Second, reflects the path estimate
(path estimate) that connects latent variables and between latent variables and indicators
(loading). Third, related to means and location parameters (regression constant values)
for indicators and latent variables. In order to obtain all three of these estimates, PLS uses
a 3-stage iteration process, and each iteration stage produces estimates. The first stage
produces a weight estimate. Next stage produces estimates for the inner model and outer
model. Finally, produces estimates of means and location. The theoretical framework of

this research shows in Figure 1.
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Figure 1. Theoretical Framework
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Results and Discussion

Processing data in this study using PLS techniques. The first step is to determine the
sample using the purposive sampling method or the determination of samples with specific
considerations in the Food and Beverage Sector companies listed on the Stock Exchange
in the period 2013 - 2017 based on the criteria specified in this study. Making descriptive
statistics continues the sample selection stage. Descriptive tables explain the variables in
the study, including endogenous variables, namely Stock Prices and exogenous variables,
namely Financial Performance, Firm size, and Corporate Social Responsibility. The data to
be processed is the financial statements for the period 2013-2017. Based on the results of
descriptive statistical tests, obtained as many as 55 observational data for sample companies

originating from the multiplication of 11 companies with five years from 2013-2017.

Figure 2. Validity
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The validity test is done to determine the ability of the research instrument to measure
what should be measured (See Figure 2). The stock price construct only has one manifest
variable, namely the stock price so that it can ascertaine that the share price variable can
represent the variable price construct. The value of the loading factor of the stock price on
the stock price is 1,000. Then the stock price indicator can be valid in measuring the latent
construct because the value of the loading factor is above 0.7. The structure of financial
performance has five manifest variables, namely EPS, ROE, NPM, DER and CR. Where the
EPS indicator of the financial performance construct variable has a loading factor value of
0.802. The ROE indicator of the construct of financial performance variables has a value of
loading factor of 0.937. The NPM indicator of the construct variable financial performance
has a value of loading factor of 0.850. Then the EPS, ROE, and NPM indicators can be
recorded valid in measuring the construct because it has a value of loading factor above
0.7. While the DER indicator has a value of 0.124 loading factor and CR has a value of
0.085 loading factor. The DER and CR indicators have a loading factor below 0.7, so the
two indicators are declared invalid to be continued in the study. The firm size construct has
two manifest variables, namely Ln (TA) and Ln (TR) where the Ln (TA) indicator of the

construct size variable of the company has a value of loading factor of 0.976.

Figure 3. Path algorithm
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The indicator of Ln (TR) for construct variables of firm size has a value of loading
factor of 0.979. Then the indicators Ln (TA) and Ln (TR) can be recorded valid in
measuring the latent construct because the value of the loading factor is above 0.7. The CSR
Disclosure Construct has three manifest variables namely economic aspects, environmental
aspects, and social aspects. Where the economic aspect indicator of the construct variable
disclosure of CSR has a loading factor value of 0.927. The environmental aspect indicator
for the construct variable disclosure of CSR has a loading factor value of 0.884. The social
aspect indicator of the construct variable disclosure of CSR has a loading factor value of

0.852. Then indicators of economic aspects, environmental aspects, and social aspects can
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be recorded valid in measuring latent constructs because the value of the loading factor is
above 0.7.

Based on the result, two indicators of Financial Performance namely DER and CR
have a loading factor value below 0.7 so that the DER and CR indicators eliminated. The
Path Algorithm shows in Figure 3. From Figure 3, it can conclude that indicators that have
values above 0.7 are valid and ideal indicators in measuring latent constructs and this research

can continue.

Table 1. Square Root of AVE

Construct AVE Square Root of AVE
Stock price 1,000 1
Financial Performance 0,749 0,865
Social Responsibility Disclosure 0,956 0,977
Firm Size 0,789 0,888

Source: Smart PLS 3

The method used to assess discriminant validity is to compare the AVE roots for each
construct with other constructs in the model. Based on Square Root of AVE in Table 1
shows that the maximum correlation of the construct of the Stock Price to other constructs
is 1,000. The Root Squeeze of Ave is 1,000, and then the construct of the Stock Price has
valid discriminant validity. The maximum correlation from the construct of Financial
Performance to other constructs is 0.749, and its Root of Ave Square is 0.865, then the
Financial Performance construct has valid discriminant validity. The maximum correlation
from the construct of Firm size to other constructs is equal to 0.956, and its Root of Ave
Square is 0.977, then the Firm size construct has valid discriminant validity. The maximum
correlation of the CSR Disclosure construct towards other extracts is 0.789, and its Root of
Ave Square is 0.888, then the Stock Price construct has valid discriminant validity. From the
four constructs, it can conclude that the discriminant validity of each variable in this study

fulfills.

After testing the validity, a reliability test can show from the results of Cronbach’s
Alpha, composite reliability and Average Variance Extracted (AVE). Acceptable Cronbach’s
Alpha and composite reliability values are > 0.6, and the practical value of Average Variance

Extracted (AVE) is > 0.5.

Based on the Path Coeflicient in Table 2, it can see that the value of Cronbach’s Alpha
Stock price is 1,000, Financial Performance is 0.859, Firm size is 0.958, and CSR Disclosure
is 0.893, it can conclude that the lower limit of the reliability of the three constructs above
0.7 could be said to be reliable and acceptable. If seen from the value of Composite Reliability
Share price is 1,000, Financial Performance is 0.899, Firm size is 0.977 and Disclosure of
CSR is 0.918, it can conclude that the real value of the reliability of the three constructs

having a value above 0.7 can be said to be reliable and acceptable.
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Table 2. Path Coefficients

ot monpha  Sopboe Mvepgelirince
Stock price 1.000 1.000 1.000 1.000
Financial Performance 0.832 0.859 0.899 0.749
Social Responsibility Disclosure 0.867 0.893 0.918 0.789
Firm Size 0.954 0.958 0.977 0.956

Source: Smart PLS 3

Furthermore, the value of Average Variance Extracted (AVE) from Table 3 based on
three constructs, namely stock prices. The AVE value of the three constructs has a value
greater than 0.5, so the convergent validity measurement of this study is good, and the latent

variable can explain the variance from, valid and acceptable. So this research can be continued.

The R? value is used to measure the level of variation in changes in the independent
variable on the dependent variable. The higher the value of R? means the better the prediction
model of the proposed research model. Based on Table 3, Financial Performance, Firm size,
and Disclosure of CSR can explain the variability of constructs of Stock Prices of 0.768
or 76.8% (Value of R?), the remaining or 23.2% explained by other constructs which not
hypothesized in research.

Table 3. Coefficient of Determination (R?)

R-Square R-Square Adjusted

Stock price 0.768 0.754

Source: Smart PLS 3

The purpose of the GoF calculation is to validate the overall model. The GoF index is a
single measurement used to validate the combination of performance from the measurement
model and the structural model. PLS does not provide a special menu for calculating GoE
GoF values stretch between 0-1 with interpretations of values is 0.1 (small GoF), 0.25
(moderate GoF), and 0.36 (large GoF). The formula can measure the GoF PLS model:

GoF = \I Com x R?

Information:
Com = mean of communalities
R? = mean of R?
GoF _ \I 0.932 x 0.768
GoF =0.715
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From the above calculations, it can conclude that this research model is valid and has
good performance. In the PLS the statistical test of each hypothesized relationship is carried
out using a simulation. In this case, the bootstrap method performs on the sample Bootstrap

testing is also intended to minimize the problem of research data abnormalities.

Figure 4.Path Bootstrapping
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Table 4 shows the total effect of the variables. The relationship between financial
performance and stock prices shows a significant value. The original sample estimate value
is positive, which is 0.634; the direction of the relationship between Financial Performance
and Stock Price is positive. This result means that the better the financial performance of the
company, the better the stock price. It can show in Figure 4; the ROE indicator has the most
significant value compared to the value of the other indicators that is equal to 31.434.

Table 4. Total Effect

Original Sample  Stand. t-Stat. P-Value

Sample Mean Dev.
Financial Performance ---> Stock price 0.634 0.626 0.110 5.741 0.000
CSR Disclosure ---> Stock price 0.303 0.287 0.120 2.531 0.012
Firm Size ---> Stock price 0.230 0.248 0.113 2.027 0.043

Source: Smart PLS 3

Table 4 also shows that ROE has a dominant influence in representing the construct
of Financial Performance on Stock Prices in the food and beverage sector companies for the
period 2013-2017. The higher the ROE value means the ROE indicator is more representative
of the conception of Financial Performance. From the descriptive analysis shows that the
average value of ROE growth in the food and beverage sector during the period 2013-2017
has a value of 23.30%, it concludes that the ROE growth rate in food and beverage sector
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companies is reasonable because it is above 15%. ROE describes the company’s ability to
manage capital in generating profits. If the ROE value is high, the investor will judge that
the company can generate high profits with the equity it has, so that it will be able to prosper
shareholders. This result is consistent with Vijayakumar (2010), Pranata & Pujiati (2015),
and Purnawati (2016) that also found the relationship between financial performance and
stock prices. However, this research is contradicted with Kabajeh et al., (2012), which found

there is no relationship between financial performance and stock prices.

The relationship between firm size and Stock Price shows a significant value. The
direction of the relationship between Firm size and Stock Price is positive, which means that
the bigger the company, the better the Stock Price. Total assets and total revenue reflect the
variable firm size. This result shows that total revenue has a dominant influence in representing
the construct of Firm size to Stock Prices in the food and beverage sector companies for the
period 2013-2017. The higher the total revenue value, the more represents the extract of
Firm size. This research is consistent with some of the previous research (Wong, 1989; Raza
& Karim, 2016; Yuliza, 2018). The opposite result of this research also found, which there is
a negative relationship between firm size and stock returns (Duy & Phuoc, 2016). Davidson
III et al., (1993), and Shafana et al., (2013) also conclude that there is no relation in the

economy between firm size and stock return.

From the descriptive analysis shows that the average value of total revenue growth in
the food and beverage sector during the period 2013-2017 has a value of 15.18. It concludes
that the growth rate of total revenue in the food and beverage sector is reasonable because it
has increased decrease, but the value is still close to the average of 15.02. Firm size describes
the extent of the company that can cause stock prices to move up. If the size of the company
has substantial total revenue, it will attract investors to invest in food and beverage sector

companies.

The relationship between CSR Disclosure and the Stock Price shows a significant value.
The direction of the relationship between CSR Disclosure and the Stock Price is positive,
which means that the company’s social responsibility reports will increase well too. Indicators
of economic aspects, environmental aspects, and social aspects reflect CSR variables. Figure 4
show that economic aspect indicators have a value of 48,100. This value is the most substantial
value compared to the value of other indicators. This result shows that the economic aspect
has a dominant influence in representing the CSR construct towards the Stock Price in the
food and beverage sector company. The higher the value of the economic aspect, the more
represent the CSR construct. From the descriptive analysis shows that the average value of
total revenue growth in the food and beverage sector during the period 2013-2017 has a
value of 0.20. It concludes that food and beverage sector companies are very concerned about
the economic aspects of CSR disclosure.

This result is consistent with some studies that also found the relationship between
corporate social responsibility (CSR) of the companies and the stock prices (Becchetti et al.
2012; Hill et al., 2007; Magbool & Zameer, 2018). Fiori et al., (2015) found the opposite

result. They found that excellent social performance has a negative influence on stock prices.
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Yessica et al., (2017) show that the CSR disclosure did not have a relationship to the risk
of the company stock price. Kim et al., (2014) indicate that the high or low CSR reporting
scores of a company does not affect the size of the risk of stock price crash at the companies.

Besides those factors that had discussed in this study, stock prices also influenced by
external factors. One of the factors that affect stock prices is an exchange rate. Tang & Yao
(2018) conclude that there is a link between exchange rates and stock prices through the
inner-financial structure. Caporale et al., (2014), Roberado et al., (2016) also found the
relationship between exchange rate and stock prices. Oil prices also one of the external factors
that influence the stock prices (Smyth & Narayan, 2018; Wei & Gun, 2017; Wen et al.,
2018; Zheng & Su, 2017). Macroeconomic fundamentals also one of the factors that affect
stock prices (Hussainey & Ngoc, 2009).

Conclusion

This study aims to determine the effect of Financial Performance, Firm size, and
Disclosure of CSR on Stock Prices. The EPS, ROE, and NPM ratios measure the performance
variable. Based on the results of the study, it can conclude as follows that financial performance
reflected by the EPS, ROE and NPM ratios has a significant influence on stock prices. This
result shows that the better the financial performance, the higher the price of shares traded.
The size of the company reflected by total assets and total revenue has a significant influence
on stock prices. This fact shows that the wider the company, the higher the price of shares
traded. Disclosure of CSR reflected by economic aspects, environmental aspects, and social
aspects has a significant effect on stock prices. This fact shows that the wider the disclosure
of the company’s image to the community, the higher the price of shares traded1. Financial
performance reflected by the EPS, ROE and NPM ratios has a significant influence on stock
prices. The better the financial performance, the higher the price of shares traded.
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