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Abstract

This study investigates the effect of profitability, liquidity, market value, and solvability on
stock returns of firms in Indonesia during 2019-2023, a period marked by economic turbulence
and recovery following the COVID-19 pandemic. The study further assesses the role of these
financial indicators as market signals within the framework of signaling theory. Multiple linear
regression analysis is applied to evaluate their respective impacts on stock returns. The results
reveal that profitability, market value, and solvability do not significantly influence stock
returns. In contrast, liquidity demonstrates a positive and significant effect. These findings
indicate that, during periods of heightened economic uncertainty (COVID-19), investors
prioritize liquidity as a reliable signal of financial stability, whereas other financial ratios lose
explanatory power. This study provides novel evidence on how the informational value of
financial indicators shifts during crisis periods. Unlike previous research conducted under
normal economic conditions, the study highlights the diminished role of profitability-,
earnings-, and leverage-based signals during the pandemic, offering new insights into investor
behavior under extreme volatility. The findings offer practical guidance for investors, firms,
and policymakers. Investors should emphasize liquidity metrics when evaluating firms during
economic crises. Companies should enhance liquidity management and transparent financial
communication. Policymakers may utilize these insights when designing market stabilization
and corporate support programs in periods of economic disruption.
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1. INTRODUCTION
Research Background

Investment in the capital market represents a fundamental activity for investors seeking
returns from the funds they allocate (Nastiti et al., 2023; Sidarta & Syarifudin, 2022). Among
various investment instruments, stocks remain the most preferred due to their potential to
generate capital gains and dividends, despite being accompanied by higher levels of risk.
Consequently, rigorous pre-investment analysis becomes imperative, as decisions grounded in a
firm’s fundamental information—particularly financial ratios—play a critical role in shaping
future return expectations (Saputri et al., 2020; Setioputri et al., 2024; Sudirman et al., 2023).
Stock returns, which arise from price fluctuations and dividend distributions, reflect the risk—
return trade-off principle, wherein higher risks are generally associated with expectations of
higher returns (Andriani et al., 2025a; B. S. Pambudi et al., 2024).

In Indonesia, companies listed in the LQ45 Index hold strategic importance for
investors. This index comprises 45 firms with high liquidity and large market capitalization,
evaluated semiannually to maintain the inclusion of only the most actively traded and
fundamentally strong stocks. Given these characteristics, the LQ45 Index frequently serves as a
benchmark for assessing overall conditions in the Indonesian capital market.

However, the period from 2019 to 2023 posed extraordinary challenges for the
Indonesian capital market due to the COVID-19 pandemic. The global health crisis generated



EDUNOMIKA (ISSN:2598-1153) Vol. 10 No. 01, 2026

significant economic disruptions, suppressing business activities, impairing corporate cash
flows, and inducing extreme volatility in stock prices. Firms across sectors faced downward
pressure on profitability, liquidity, market value, and solvability indicators. In this environment
marked by heightened uncertainty, investors increasingly relied on financial ratio analysis to
evaluate corporate resilience and prospects for recovery. Thus, examining how fundamental
financial indicators influence stock returns during such turbulent conditions becomes both
timely and essential.

Despite the theoretical relevance of fundamental analysis, prior empirical studies reveal
considerable inconsistencies regarding the influence of financial ratios on stock returns. For the
profitability variable, some studies indicate a positive effect on stock returns (Fitroh & Fauziah,
2022; Mayuni & Suaraya, 2018; Nastiti et al., 2023; Sidarta & Syarifudin, 2022; Wati &
Erdkhadifa, 2023), while others present evidence of a negative influence (Christine & Winarti,
2022; Jeynes & Budiman, 2024; Ozbek & Gozkonan, 2024), and several studies report no
significant relationship (Chiang et al., 2024; Husain, 2021; Sahari & Suartana, 2020; Selawati
et al., 2022), Similar contradictions are found in the liquidity variable, with studies reporting
positive (Andriani et al., 2025a; N. Chandra & Widoatmodjo, 2022; M. F. A. S. Pambudi et al.,
2022; Wijaya & Sedana, 2020), negative (Husain, 2021; Sudirman et al., 2023), and
insignificant effects (Digdowiseiso, 2023; Nastiti et al., 2023; Ozbek & Gozkonan, 2024; V. A.
Putri & Yustisia, 2021; Sidarta & Syarifudin, 2022).

Inconsistencies likewise persist in the market value variable. Empirical findings range
from positive effects on stock returns (Jeynes & Budiman, 2024; B. S. Pambudi et al., 2024; L.
A. Putri & Ramadhan, 2023; Sulistiani & Ryanto, 2024), to negative effects (Andriani et al.,
2025b; N. Chandra & Widoatmodjo, 2022; Nabila & Wahyuningtyas, 2023; Prastyawan et al.,
2022), and no significant influence (A. A. Chandra & Darmayanti, 2022; Larasati & Suhono,
2022; Setioputri et al., 2024; Syahid et al., 2023). A similar research gap emerges for the
solvability variable, where prior studies demonstrate positive effect (Digdowiseiso, 2023,
Kasmadi et al., 2024; Wati & Erdkhadifa, 2023), negative effect (Mulatsih & Dewi, 2021,
Ngadiman & Widjaja, 2023; Suroso, 2022), and insignificant effects (Fonou-Dombeu et al.,
2024; Larasati & Suhono, 2022; Marpaung et al., 2021). These variations suggest the existence
of unresolved empirical discrepancies, particularly relevant during crisis periods such as the
COVID-19 pandemic.

This study contributes to the literature by examining the influence of fundamental
financial ratios on stock returns of LQ45 companies over the 2019Q1-2023Q4 period,
encompassing the pre-pandemic, pandemic, and post-pandemic recovery phases. The use of
quarterly panel data and the selection of the most suitable regression model offer a more
precise depiction of fluctuations in financial performance and their implications for stock
returns. The findings of this study are expected to yield valuable insights for investors, financial
managers, and policymakers regarding the role of fundamental indicators in shaping stock
return behavior under conditions of economic volatility.

Literature Review
Signaling Theory

Signaling theory posits that corporate managers transmit information or undertake
specific strategic actions to reduce information asymmetry between firms and investors,
particularly concerning the firm’s current conditions and prospects (Bergh et al., 2014; Ross,
1977). Credible financial reporting functions as a positive signal of firm value and
sustainability. Conversely, actions such as the issuance of new shares may convey negative
signals, as firms with weaker prospects are more likely to issue equity, potentially leading to
stock price declines (Przepiorka & Berger, 2017).
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The accuracy and credibility of these signals critically shape market perceptions and firm
valuation (Nguyen, 2018). Signaling theory provides investors with insights regarding a firm’s
future value creation potential, directly influencing stock returns. Within this study, signaling
theory is highly relevant because financial ratios—such as profitability, liquidity, market value,
and solvability—serve as signals that help investors evaluate firm performance before making
investment decisions.

Stock Return

Stock return represents the gain expected by investors for allocating capital to a firm,
calculated through changes in stock prices and dividend distributions (Bahri et al., 2023; Oman
et al., 2021). Returns reflect both the historical performance of the firm and its future profit-
generating potential. (Christian et al., 2021) notes that stock returns originate from dividends
and capital gains—the difference between the current stock price and the previous year’s price.

Given its dual role as both historical and forward-looking indicator, return is considered a
crucial benchmark for evaluating firm value and investment risk. The magnitude of investment
gains or losses depends heavily on investor capability in analyzing financial statements to
predict stock prices. Return as the difference between the amount received and the capital
invested, emphasizing the investor's aim to maximize gains while considering inherent risk.
Thus, stock returns serve as the dependent variable influenced by financial ratios functioning as
signals under signaling theory.

Profitability

Profitability in this study is represented by return on asset, a ratio that measures the extent
to which net income is generated from the firm’s total assets (Kasmadi et al., 2024). A higher
return on asset reflects more efficient asset utilization, thereby strengthening the firm’s
profitability (Christine & Winarti, 2022). Return on asset indicates a firm’s ability to generate
after-tax income from its assets, where higher values signal greater operational efficiency.

This aligns with Yu et al., 2025), who classify return on asset as a critical indicator of
operational performance and the firm’s ability to generate value for shareholders. Within
signaling theory, a high return on asset functions as a positive signal of sound management
performance and strong profit-generating capability, which in turn may influence stock returns.

Liquidity

Liquidity is represented in this study by the quick ratio, which assesses a firm’s ability to
meet short-term obligations using highly liquid assets. Desprisila et al., 2022) note that this
ratio evaluates whether a firm can repay current liabilities using available liquid assets alone.

According to Husain (2021), the quick ratio reflects the firm’s readiness to settle short-
term obligations through assets most easily converted into cash. A high quick ratio
demonstrates strong liquidity and may enhance investor confidence. Prior studies also treat the
quick ratio as a key indicator of liquidity health (Digdowiseiso, 2023; Nastiti et al., 2023;
Ozbek & Gozkonan, 2024). Under signaling theory, firms with strong liquidity send a positive
signal regarding their short-term financial resilience, which may affect stock return
expectations.

Market Value

Market value is represented by earnings per share, an indicator derived from net income
per share that reflects the profit attributable to each shareholder (Estiasih et al., 2025; Pelmelay
& Borolla, 2021). earnings per share serves as a measure of profitability and influences market
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perceptions of stock price movements (Fitrianingsih et al., 2022; Istigomah & Nurfadillah,
2021).

High earnings per share indicates strong profit-generating ability, making the firm more
attractive to investors, whereas low earnings per share suggests weaker financial performance.
Earnings per share functions as a measure of managerial success in delivering returns, and
further emphasize its role in assessing the effectiveness of management in generating profit for
shareholders (Aliyah et al., 2024). Under signaling theory, earnings per share serves as a strong
informational signal regarding the firm’s market value and expected future performance,
thereby potentially affecting stock returns.

Solvability

Solvability is represented by debt to equity ratio, which compares total corporate debt
with owners’ equity to assess the extent of financing derived from creditors relative to
shareholders (Firdaus & Kasmir, 2021). A higher debt to equity ratio indicates greater reliance
on debt financing and lower levels of owner-provided capital available to absorb risk.

Maulana (2023) highlight that debt to equity ratio provides insight into the proportion of
liabilities relative to equity, including both short-term and long-term obligations. Fonou-
Dombeu et al. (2024) affirm the importance of this ratio for evaluating corporate capital
structure and financial risk. In the context of signaling theory, firms with high leverage may
convey negative signals regarding financial risk, while lower leverage may be perceived as a
signal of stability—both of which have implications for stock return.

Hypothesis
The Effect of Profitability on Stock Return

Profitability ratio reflects a company’s capability to generate net income relative to its
asset base. Higher profitability indicates efficient asset utilization and effective managerial
performance, which in turn signals strong financial health to investors. Firms with higher
profitability are generally perceived as having better growth prospects and lower earnings risk,
thereby increasing investor confidence and potentially driving stock prices upward.

This positive signaling mechanism aligns with empirical findings showing that
profitability positively influences stock returns (Nastiti et al., 2023; Setioputri et al., 2024,
Sidarta & Syarifudin, 2022; Wati & Erdkhadifa, 2023; Wijaya & Sedana, 2020). These studies
consistently conclude that higher profitability contributes to higher stock return expectations.
Hypothesis 1 (Ha;): Profitability has a positive effect on Stock Return.

The Effect of Liquidity on Stock Return

Liquidity ratio measures a company’s ability to meet its short-term obligations using
readily available assets. A firm with high liquidity is viewed as financially stable and capable
of fulfilling immediate liabilities, which reduces default risk and increases investor trust. Strong
liquidity conditions often lead to positive market reactions, as investors associate adequate
liquidity with lower financial distress and potentially higher stock returns.

Empirical evidence supports this notion. The prior research reveals that higher liquidity
positively affects stock returns (Andriani et al., 2025b; IImiyono, 2019; M. F. A. S. Pambudi et
al., 2022; Rahmi et al., 2021; Wijaya & Sedana, 2020). Collectively, these findings suggest that
firms with better liquidity positions are more likely to generate favorable investor responses
through increased stock valuation.

Hypothesis 2 (Hay): Liquidity has a positive effect on Stock Return.
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The Effect of Market Value on Stock Return

Market value ratio reflects managerial effectiveness in generating shareholder wealth. A
high market value indicates strong firm performance and increased prospects of shareholder
prosperity, which may subsequently translate into higher stock returns. From the investor’s
perspective, firms with high market value ratios signal robust earnings capability, financial
stability, and future growth potential.

The positive association between market value and stock return is supported by several
empirical studies (Digdowiseiso, 2023; Jeynes & Budiman, 2024; Mulatsih & Dewi, 2021; L.
A. Putri & Ramadhan, 2023), all of which conclude that firms with stronger market value
indicators tend to provide higher returns to shareholders.

Hypothesis 3 (Ha3): Market Value has a positive effect on Stock Return.

The Effect of Solvability on Stock Return

Solvability ratio assesses the extent to which a company’s assets are financed through
debt, representing the firm’s long-term financial risk. Higher solvability—often indicating
greater debt burden—may be interpreted as a negative signal by investors, as it reflects
increased financial leverage and potential difficulty in meeting long-term obligations.
Conversely, lower solvability is viewed more favorably because it suggests stronger financial
independence and a lower risk of insolvency, which may encourage investor participation and
lead to higher stock returns.

Empirical findings demonstrate that solvability exerts a negative influence on stock
returns (Jeynes & Budiman, 2024; Nastiti et al., 2023; Putri & Yustisia, 2021; Suroso, 2022).
These studies collectively highlight that increased leverage is associated with reduced investor
confidence and decreased stock performance.

Hypothesis 4 (Ha4): Solvability has a negative effect on Stock Return.

2. RESEARCH METHODS
Research Approach

This study employs an explanatory research design with a quantitative approach to
examine causal relationships among variables. Explanatory research aims to identify and
measure the extent to which independent variables influence the dependent variable, thereby
offering a structured understanding of cause-and-effect mechanisms within the model (Sari et
al., 2023).

Types of Research Data

This study utilizes secondary data in the form of panel data, which combine time-series
and cross-sectional observations (Ghozali & Ratmono, 2017). Time-series data capture
developments within the same units over multiple periods, while cross-sectional data record
information from different units at a single point in time. The integration of both dimensions
enhances the robustness of the dataset by enabling the analysis of inter-unit differences and
temporal changes simultaneously. Consequently, panel data increase estimation accuracy and
provides stronger explanatory power than the use of either data type alone, making them
particularly suitable for investigating causal relationships in this research.

Population and Sample

The population consists of all companies listed in the LQ45 Index from 2019Q1 to
2023Q4. The sampling technique applied is purposive sampling, a non-probability method in
which samples are selected based on predetermined criteria aligned with the research
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objectives. The criteria used include: (1) companies consistently included in the non-financial
LQ45 list during 2019Q1-2023Q4; (2) companies that present financial statements in rupiah
throughout the same period; and (3) companies that generated profits or recorded a positive
return on asset for all quarters from 2019Q1-2023Q4. Based on these criteria, 12 companies
were selected, resulting in a total of 240 panel observations.

Research Data Sources

The data were sourced from the official IDX website and the quarterly financial
statements published by each company for the period 2019Q1-2023Q4. The use of quarterly
data enhances the precision of the analysis by capturing short-term financial dynamics that may
be obscured in annual data. This data set provides a comprehensive representation of financial
performance during a period characterized by significant economic fluctuations. The
independent variables consist of profitability, liquidity, solvability, and market value, which are
proxied by return on asset, quick ratio, earnings per share, and debt to equity ratio. The
dependent variable is Stock Return.

Data Analysis Techniques

This study applies multiple linear regression with panel data to examine the influence of
return on assets, quick ratio, earnings per share, and debt to equity ratio on stock return. Data
processing was conducted using EViews. Three panel data models were estimated—Common
Effect, Fixed Effect, and Random Effect. To determine the most appropriate and efficient
model, several specification tests were performed, including the Chow (Likelihood Ratio) Test,
the Hausman Test, and the Lagrange Multiplier Test. These tests ensure the selection of a
statistically robust model and enhance the validity of the analytical results (Ghozali &
Ratmono, 2017).

The regression equation is specified as follows:

SRit = a+ BlP‘l"Oflt + BZLiqlt + ﬁBMUlt + ﬁ‘l’SOllt + €it

Where:
SR : Stock Return
Prof : Profitability Ratio
Lig Liquidity Ratio
Mv Market Value Ratio
Sol Solvability Ratio
3 X Error term
t : Time

[ : Company

Hypothesis testing in this study uses a significance level of o = 0.05. The decision rule is
as follows: if the p-value is greater than o, the alternative hypothesis (Ha) is rejected, indicating
that the independent variable does not have a significant partial effect on the dependent
variable. In contrast, if the p-value is less than o, Ha is accepted, meaning the independent
variable significantly influences the dependent variable.

3. RESULTS AND DISCUSSION
Descriptive Statistics
The descriptive statistical results are presented in Table 1. These statistics provide an
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initial overview of the data’s characteristics and distribution, forming the basis for subsequent
inferential analysis.

Table 1. Descriptive Statistics

Item SR Prof Liq MV Sol
Mean -0.020792 0.065667 1.337583 181.3413 1.000542
Median -0.040000 0.045000 1.090000 119.7800 0.795000
Maximum 0.910000 0.420000 3.860000 968.9200 4.070000
Minimum -0.850000 0.000000 0.230000 0.190000 0.150000
Std. Dev. 0.257015 0.068238 0.765296 191.0786 0.821469
Skewness -0.025694 2.324531 0.776261 1.520564 1.692923
Kurtosis 4510019 9.358914 2.881427 5.154868 5.539117
Jarque-Bera 22.82799 620.4958 24.24385 138.9192 179.1107
Probability 0.000011 0.000000 0.000005 0.000000 0.000000
Sum -4.990000 15.76000 321.0200 43521.91 240.1300
Sum Sq. Dev. 15.78755 1.112893 139.9770 8726135. 161.2798
Observations 240 240 240 240 240

Source: Processed Data (2025)

Based on Table 1, using 240 observations from 12 Property and Real Estate companies
(2019Q1-2023Q4), the descriptive statistics provide the following overview. Stock Return
(SR) shows a negative mean of —0.0208, indicating that, on average, firms experienced
declining stock performance during the period. The wide range from —0.85 to 0.91 reflects
substantial volatility across firms. Profitability (Prof) has an average value of 0.0657,
suggesting that firms generated a moderate level of returns from their assets, the minimum
value of 0.00 indicates periods in which some firms did not generate profit. Liquidity (Liq)
records an average of 1.337, implying that most firms were generally capable of meeting short-
term obligations, though the range from 0.23 to 3.86 shows considerable variation in liquidity
strength. Market Value (MV) exhibits a mean of 181.34, with a wide disparity between the
minimum (0.19) and maximum (968.92) values, reflecting significant differences in firm size
within the sample. Solvabilitas (Sol) has an average of 1.0005, indicating that firms tend to
balance debt and equity financing. The range between 0.15 and 4.07 demonstrates varying
levels of debt dependence across companies.

Model Selection
This test aims to determine the most appropriate panel data estimation model, whether the
Common Effect Model, the Fixed Effect Model, or the Random Effect Model.

Table 2. The results of the Likelihood Test (Chow Test), Hausman Test,
and Lagrange Multiplier Test

Effects Test Prob.
Likelihood test (Chow test) 0,017
Hausman Test 0,015
Langrenge Multiple test 0,746

Source: Processed Data (2025)

The results of the model selection test (Table 2) show that the Likelihood Test (Chow
Test) produces a probability value of 0.017, which is below the 5% significance level. This
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indicates that the Common Effect Model is not appropriate, and the Fixed Effect Model should
be considered. However, the Hausman Test yields a probability value of 0.015, which is below
the 5% significance level, suggesting that the Fixed Effect Model is more suitable than the
Random Effect Model. Based on these three tests, it can be concluded that the most appropriate
panel data model for this study is the Fixed Effect Model.

Hypothesis Testing

The panel data analysis results confirm that the Fixed Effect Model is the most suitable
regression model for this study. The detailed estimation output is summarized in Table 3,
providing the basis for interpreting the relationships between the independent and dependent
variables.

Table 3. Results of Partial Test (t-test)

Variable Coefficient Prob.

C 0.128183 0,003
Profitability 0.129004 0,714
Liquidity 0.128183 0,007
Market Value 0.000087 0,439
Solvability 0.074020 0,166

Source: Processed Data (2025)

Based on the estimation results presented in Table 3, the multiple linear regression model
can be formulated as follows:

SRi¢ = 0.128183 + 0.129004Pof; + 0.128183L.iqic + 0.000087Mv;, + 0.074020Sol;;

The interpretation of each coefficient is as follows:

1. Constant (C) =0.128183
When all independent variables are equal to zero, the baseline value of Stock Return
(SR) is 0.128183

2. Profitability (Prof) Coefficient = 0.129004
An increase in Profitability by one unit will decrease SR by 0.129004, assuming other
variables remain constant.

3. Liquidity (Liq) Coefficient = 0.128183
An increase in Liquidity by one unit will increase SR by 0.128183, ceteris paribus.

4. Market Value (Mv) Coefficient = 0.000087
An increase in Market Value by one unit will increase SR by 0.000087, holding other
factors constant.

5. Solvabilitas (Sol) Coefficient = 0.074020
An increase in Solvabilitas by one unit will reduce SR by 0.074020, assuming other
variables remain constant.

Next, the hypothesis testing is conducted simultaneously, with the results presented in Table 4.

Table 4. Results of Simultaneous Test (F-test)
Item Prob
Prob (F-statistic) 0.001
Source: Processed Data (2025)
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The F-test results reveal a p-value of 0.001, which is below the 0.05 significance
threshold. This indicates that the independent variables collectively have a statistically
significant effect on the dependent variable, stock return.

Table 5. Coefficient of Determination (R?)
Item Nilai
R-squared 0.146
Source: Processed Data (2025)

The coefficient of determination (R?) is 0.146, indicating that the independent variables
collectively account for only 14.6% of the variation in SR. The remaining 85.4% of the
variation is attributable to other factors not captured in this model, including macroeconomic
conditions, government policies, and additional external influences. This suggests that while
the selected financial ratios have a measurable impact on stock returns, a substantial portion of
variability is determined by factors beyond the scope of this study.

Profitability

The findings of this study show that profitability, represented by return on asset, does not
affect stock returns, as indicated by a significance value of 0.714 > 0.05. This result is
consistent with the findings of prior research (Chiang et al., 2024; M. F. A. S. Pambudi et al.,
2022; Sahari & Suartana, 2020), who also reported that profitability has no influence on stock
returns.

During the 2019-2023 observation period, Indonesia experienced significant economic
fluctuations, including the severe economic contraction caused by the COVID-19 pandemic in
2020 and the gradual recovery throughout 2021-2023. In such an unstable environment,
investors tended to focus more on macroeconomic conditions—such as government policies,
restrictions on mobility, the pace of economic reopening, inflation trends, and global
uncertainty—rather than on internal indicators of firm performance such as return on asset.
Market movements were largely sentiment-driven, with investors reacting more strongly to
short-term news and shocks rather than fundamental profitability.

From the perspective of signaling theory, profitability should ideally function as a
positive signal indicating efficient asset utilization, managerial effectiveness, and long-term
value creation. However, the extreme uncertainty during the pandemic weakened the relevance
of this signal. Many firms recorded lower profitability due to temporary operational disruptions
rather than poor management performance. As a result, the signal provided by return on asset
became less credible and less influential in shaping investor expectations.

These results differ from the findings of Chandra & Widoatmodjo (2022) Nastiti et al.
(2023), Sidarta & Syarifudin (2022), Wijaya & Sedana (2020), who found that profitability
positively affects stock returns. Such inconsistencies may be attributed to differences in
industry focus, market conditions, and time periods studied.

Liquidity

The study’s results indicate that liquidity, represented by the quick ratio, has a positive
effect on stock returns, with a significance value of 0.007 < 0.05. This finding is consistent with
studies by Andriani et al. (2025a), Chandra & Widoatmodjo (2022), limiyono (2019), Pambudi
et al. (2022), Rahmi et al. (2021), who also found that liquidity positively influences stock
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returns.

Throughout 2019-2023, liquidity became a central concern for investors in Indonesia.
During the peak of the COVID-19 pandemic, companies faced significant risks related to cash
flow shortages, declining revenue, supply chain disruptions, and increasing short-term
obligations. Firms with higher quick ratio were perceived as more capable of sustaining
operations and meeting obligations during periods of economic stress. This perception
increased investor confidence and contributed to higher stock returns for firms with strong
liquidity positions.

Within the signaling theory framework, a high quick ratio acts as a positive signal of
financial stability, efficient working capital management, and resilience during crises. Under
conditions of heightened uncertainty, as experienced in Indonesia during the pandemic,
investors placed greater value on these liquidity signals compared to other financial indicators.

These results differ from those of Putri & Yustisia (2021), Sidarta & Syarifudin (2022),
who found that liquidity does not affect stock returns. Differences may stem from variations in
market conditions, sample characteristics, or the severity of financial risks during the periods
studied.

Market Value

The findings show that market value, represented by earnings per share, does not affect
stock returns, as indicated by a significance value of 0.439 > 0.05. This is consistent with
studies by Larasati & Suhono (2022), Selawati et al. (2022), Syahid et al. (2023), Wati &
Erdkhadifa (2023). During the 2019-2023 period, earnings per share—typically considered one
of the primary indicators of firm value—became less reliable due to significant earnings
volatility. Many firms recorded sharp declines or irregular earnings patterns caused by
pandemic-induced disruptions, fluctuating demand, and changes in operational capacity. As a
result, investors tended to discount the relevance of earnings per share and instead focused on
broader indicators such as economic reopening progress, sector resilience, and government
stimulus programs.

From a signaling theory perspective, earnings per share should represent a clear signal of
a company’s ability to generate profits for shareholders. However, during crisis periods,
earnings signals become distorted by temporary shocks, reducing their credibility. Investors
thus showed a weaker response to fluctuations in earnings per share, diminishing its influence
on stock returns.

These findings contrast with studies by Digdowiseiso (2023), Pelmelay & Borolla (2021),
Putri & Ramadhan (2023), Rahayu & Utiyati (2017), who found that earnings per share
positively affects stock returns. Differences in economic conditions, industry composition, and
the role of market sentiment likely explain the inconsistent results.

Solvability

The study indicates that solvability, represented by the debt to equity ratio, does not
affect stock returns, with a significance value of 0.166 > 0.05. This finding aligns with the
results of Firdaus & Kasmir (2021), Fonou-Dombeu et al. (2024), Larasati & Suhono (2022),
Marpaung et al. (2021), Nurismalatri & Artika (2022).

During 2019-2023, Indonesian companies used debt strategically to maintain operations
and finance recovery efforts following the pandemic’s impact. Government initiatives to
support businesses—such as credit relaxation programs and stimulus packages—also
influenced corporate leverage levels. As a result, the debt to equity ratio did not necessarily
indicate financial distress; in many cases, it reflected adaptive strategies for maintaining
liquidity and stabilizing operations.

10
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In the context of signaling theory, leverage can serve as either a negative signal of
financial risk or a positive signal reflecting managerial confidence in future performance.
However, during the pandemic and recovery period, these signals became ambiguous. Investors
had difficulty distinguishing between debt used for survival and debt used for productive
investment, weakening the signaling power of the debt to equity ratio.

These findings differ from those of Digdowiseiso (2023), Jeynes & Budiman (2024),
Mulatsih & Dewi (2021), Nastiti et al. (2023), Putri & Yustisia (2021), Suroso (2022), who
reported that solvability negatively affects stock returns. The discrepancies may be due to
different sample characteristics, sector risks, or macroeconomic environments.

4. CONCLUSION

This study examines the influence of profitability, liquidity, market value, and solvability
on stock returns in Indonesian companies during the period 2019-2023, a time marked by
substantial economic disruptions and recovery phases following the COVID-19 pandemic. The
results reveal that profitability does not significantly affect stock returns. This indicates that
during periods of heightened uncertainty, investors tend to rely more on macroeconomic
conditions and market sentiment than on internal performance indicators, reducing the
relevance of profitability as a market signal. Liquidity is found to have a positive and
significant impact on stock returns. This underscores the importance of strong liquidity
positions during crisis periods, as firms with higher liquidity were perceived as more capable of
sustaining operations and meeting short-term obligations. Liquidity thus served as a credible
signal of financial resilience for investors during the pandemic and recovery years. Market
value does not exhibit a significant effect on stock returns. The instability of earnings during
the pandemic—driven by operational disruptions and irregular income patterns—reduced the
reliability of this variable as an indicator of firm value. Consequently, investors appeared to
discount earnings-based signals when making investment decisions. Solvability does not
significantly affect stock returns. Changes in leverage during the study period were often
influenced by external factors such as government financial support and strategic borrowing for
operational continuity. As a result, the Solvability Ratio did not function as a clear signal of
financial risk or stability for investors. Overall, the findings suggest that during the 2019-2023
period, Indonesian investors placed greater emphasis on indicators of short-term stability—
particularly liquidity—while profitability, market value, and leverage-based measures lost
predictive relevance due to the broader economic disruptions caused by the pandemic. These
results highlight the shifting role of financial signals in times of economic crisis and underscore
the importance of contextual factors in shaping investor behavior.
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