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Analysis of Return on Asset and Inflation on
Stock Returns in Telecommunication Sector
Companies on IDX

ABSTRACT

Aims: The primary objective of this study was to assess the impact of return on assets (ROA)
and inflation on stock returns for telecoms businesses listed on the IDX from 2019 to 2023.
Study design: This research is a quantitative study that intends to investigate the effect of
Return on Asset and Inflation on Stock Returns.

Place and Duration of Study: Indonesia Stock Exchange (IDX) between March to October
2024.

Methodology: The research method used is descriptive method with a quantitative approach,
with the classical assumption test data analysis method, multiple linear regression analysis
and hypothesis testing. The sampling technique in this study was purposive sampling where
only 10 of the 16 populations were sampled.

Results: The Sig. result for ROA is 0.010 <0.05 and the t count value is 2.679> t table 2.012,
meaning that ROA on variable Stock Return has a significant effect partially, while for inflation
it is 0.011> 0.05 and the t count value is 2.657 >t table 2.012 means that Inflation on variable
Stock Return does not have a significant effect partially. As for the F test results, the calculated
F value is 6.233. While in the distribution table the value of F at a significant level of 5% is
3.195. The significant value is at a value of 0.004> 0.05, it can be concluded that ROA (X1),
and inflation (X2) simultaneously have a significant effect on Stock Returns (Y).

Conclusion: Both ROA and Inflation Partially has a negative and significant effect on stock
returns. In addition, simultaneously the results showed that ROA and Inflation simultaneously
had a significant effect on Stock Returns.
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1. INTRODUCTION

Investment growth in a country is strongly influenced by the economic development of the
country itself. A good economic level will make the prosperity of its people good too. A high
level of prosperity can be seen from the amount of community income. If this is true, then
many people will invest their assets to be stored either in the form of securities or shares that
can be traded in the capital market.

Investment in the capital market in the form of shares can make investors very interested in
making transactions, where investors expect a return from the investment made. By buying
shares in the capital market, investors will get benefits. However, to get a high stock return
also has uncertainty and high risk in determining stock returns which makes it difficult for




investors to predict. Return is one of the factors that motivate investors to invest and is also a
reward for the investor's courage in bearing the risk of the investment he makes (Tandelilin,
2010). Moreover, return is a factor that can motivate investors to invest as well as a reward
for the courage of investors in facing the risk of an investment to be made. Therefore, investors
or potential investors utilize a variety of information to estimate risk and uncertainty. The
information is in the form of financial statements which are information from the company's
internal sources.

Stock returns are the profits obtained by companies, individuals, and institutions from the
results of their investment policies. In the investment world, there is a strong relationship
between risk and return, namely if the risk is high, the return will also be high and vice versa
if the return is low, the risk will also be low (Trianti et al, 2020). According to Jogiyanto (2010)
return is the result obtained from investment. Returns can be in the form of realized returns
that have occurred or expected returns that have not occurred but are expected to occur in
the future. Realized return is calculated using historical data. Realized return is very important
because it is used as one of the performance measures of the company and the basis for
determining expected return. Expected return is the return that investors expect to get in the
future.

In addition, in the form of economic and political conditions which are sources of information
from external companies. Return is the expectation desired by investors, in the short-term
investors are looking for a price gap (Capital gain), then in the long-term investors expect
dividends (Yield) distributed by the company. However, because the company does not
always provide regular cash dividends to its shareholders, the return can be as follows sought
by calculating the capital gain alone (Purwitajati & | Made, 2016).

The telecommunications industry is one of the most dominant industrial sub-sectors in
Indonesia. The reason for choosing stock returns in the telecommunications sector as the
object of research is because information from stock returns is very important for investors in
investing in a company. In investing, there are financial reports that are needed by those who
want to invest and are the main focus in assessing financial performance to make decisions
to continue investing or not. With information about stock returns, investors can consider their
decisions before investing.

Table 1. Stock Returns of Telecommunication Sector Companies on the IDX
Period 2019-2023

Year KBLY TLKM CENT EXCL FREN GOLD IBST ISAT SUPR TBIG TOWR

2019 0,64 -0,16 008 -033 05 -003 0,02 -065 000 -044 -0,14
2020 -0,61 0,06 -0,15 0,59 o,7r -0,15 -0,21 0,73 -0,52 0,71 0,17
2021 0,50 -0,17 09 -0,13 -051 0,04 0,11 0,74 0,25 0,33 0,19
2022 0,39 0,22 0,63 0,16 -0,30 0,74 -0,2 0,23 2,77 0,81 0,17
2023 -0,83 -0,07 -052 -032 -024 -0,20 -0,01 0,00 1,20 -0,22 -0,02

Source: Data processed in 2024

Based on table 1 data on stock returns in the Telecommunications sector which is not stable
from year to year, the largest stock return value is 2.77 owned by PT Solusi Tunas Pratama



(2022). This shows that the company has the highest rate of return in the form of rewards
obtained from stock investment in the Telecommunications sector. The smallest return value
is - 0.83 owned by PT First Media Tbk (2023) and PT Indosat Tbk (2019), this shows that the
company has not been able to benefit from the sale and purchase made on the Indonesia
Stock Exchange.

In signal theory (Yasar, Martin, & Kiessling, 2020) states that how a company provides signals
to users of financial statements. The company will always try to say that the company has
good value. for this reason, users of financial statements need to get information about the
company's condition in the future, so investors need stock analysis in order to choose the right
alternative to invest. Internal factors are factors that occur within the company related to
company performance, internal factors can be changed, controlled and improved by the
company so that it is expected to provide benefits to stakeholders, while external factors are
factors that occur outside the company related to macroeconomic conditions, as well as social,
politics of a country that directly or indirectly affect the stock market. External factors cannot
be changed or controlled, but by adjusting these factors.

The internal factors in this study are profitability ratios, which are ratios that measure the
company's ability to earn profits and market valuation ratios, which are a set of ratios that link
stock prices to earnings, cash flow, and book value per share (Brigham & Houston, 2010).
This profitability ratio is projected on Return on Asset (ROA), where this ratio is used to
measure the company's effectiveness in generating profits by utilizing its assets. The higher
the ROA value, the better the company's performance in using its assets to generate profits,
with the increase in the profitability value of the company which has an impact on the stock
returns obtained by investors will also be greater (Kasmir, 2018). This makes investors
interested in buying the company's shares and has an impact on the price and stock returns
that are increasing.

Return On Asset (ROA) is a ratio used to show the results of all assets used by the company
to operate and measure the effectiveness of management in managing company assets
(Kasmir, 2018). If the ROA of a company is higher, the utilization of its assets to generate net
profit after tax will be even more effective. With the increase in ROA, the company's profitability
will improve. This will be an attraction for investors to own these shares due to increased
profitability that will also be felt by shareholders. Meanwhile, if the negative ROA shows the
total assets used, the business will experience losses. The higher the ROA, or the better the
company uses it, the better it is at generating net income. In previous research (Valianti, 2018)
in the results of his research ROA has an effect on stock prices. Meanwhile, according to
(Amalya, 2018) it has an insignificant effect on stock prices.

Table 2. Changes in ROA of Telecommunication Sector Companies on IDX
Period 2019-2023

Year KBLV TLKM  CENT EXCL FREN IBST |[ISAT SUPR TBIG TOWR

2019 0,60 0,13 6,84 0,06 0,14 0,02 0,04 0,10 24,13 0,09

2020 35,69 0,12 1,56 11,36 0,08 0,01 0,03 20,46 28,06 0,08

2021 3,25 0,12 66,74 5,49 0,04 0,01 10,04 58,85 0,03 0,12

2022 0,28 0,12 40,83 0,02 1,00 0,01 0,11 5,94 0,04 0,05

2023 0,22 0,10 0,12 0,01 0,02 0,00 0,05 9752 0,04 0,05




Source: Data processed in 2024

Based on table 2 data on changes in ROA from 2019-2023, experiencing unstable fluctuating
changes from year to year, a very high ROA value is the SUPR company in 2023 of 97.52%
where at that time this company was able to optimize the use of its assets. The lowest ROA
value is IBST in 2023 at 0% where this company is very inefficient in using its assets. These
changes show how the performance of a telecommunication sector company is efficient in
using its own capital during the observation period which can affect stock returns. In general,
the changing conditions of ROA in the IDX-listed telecommunications sector are changing and
varying over time.

The external factor in this study is inflation because the inflation rate can illustrate the size of
the risk that will be faced in making an investment, whereas if there is high inflation it will affect
the price level of the Indonesia Composite Index (ICI) to decrease. Inflation is an overall and
continuous increase in prices. If the price increase only occurs in a few goods, then it cannot
be said to be inflation unless the increase extends to other goods. Inflation has a tendency to
increase the overall price of products. A high inflation rate can reduce the real income earned
by investors from an investment. Inflation is an increase in commodity prices in general caused
by the asynchronization between the commodity procurement system program (production,
pricing, money printing, etc.) and the level of income owned by the community (Putong, 2013).
The high inflation rate will reduce company profits so that it also has an impact on the rate of
return of investors (Wijaya, 2019). Unstable economic conditions inflation can occur at any
time, as an investor must be able to anticipate these conditions when investing.

Table 3. Inflation Data for the Period 2019-2023

Period Inflation Data
2019 3.13%
2020 2.72%
2021 1.68 %
2022 1.87 %
2023 551 %

Source: Data processed in 2024

Based on table 3 Inflation in Indonesia for 5 years of observation has decreased where in
2019 inflation reached a high number slightly above the Bank of Indonesia (BI) target but in
the following year it decreased and was below the Bl inflation target, then again experienced
a significant increase and was relatively high above the Bl inflation target in 2023, thus allowing
the relationship between inflation as an external factor of the company that affects the stock
price of telecommunication sector companies on the IDX. The high inflation rate indicates that
the risk of making an investment is quite large because high inflation will reduce the rate of
return of investors.

2. MATERIAL AND METHODS / EXPERIMENTAL DETAILS / METHODOLOGY (ARIAL, BoLD, 11
FONT, LEFT ALIGNED, CAPS)

In this study, researchers used associative or correlation methods with a quantitative
approach. Associative research is a formulation of research problems that asks about the
relationship between two or more variables (Sugiyono, 2019). The research focused on the
effect of return on assets (ROA) and inflation on stock returns of Telecommunication Sector
companies listed on the IDX. The sampling procedure used is the non-probality method with



Purposive sampling technique which is a sample selection technique based on certain criteria.
Data collection techniques in this study with data collection techniques through
documentation. Documentation is one of the data collection techniques based on documents
or written reports published by the company concerned.

This study uses multiple regression methods to process data and to determine the effect of
each independent variable (ROA and Inflation) on Stock Returns both simultaneously and
partially.

3. Results and Discussion

3.1. Results
Table 4. Descriptive Analysis Results
N Minimum Maximum Mean Std. Deviation
Y (Stock Return) 50 -,83 2,77 , 1446 ,59207
X1 (ROA) 50 ,00 97,52 8,4170 19,67659
X2 (Inflation) 50 1,68 5,51 2,9820 1,38601
Valid N (listwise) 50

Source: Data processed in 2024

Based on the table 4, it shows that the number of observations of the telecommunications
sector listed on the IDX for the period 2019-2023 in this study is 50 data. The mean and
average stock return is 0.14%. The lowest stock return (minimum) is -0.83 and the highest
stock return (maximum) is 2.77%. From the data above, it can be seen that the average stock
return (mean) faces a positive return transformation with an average stock return of 2.77%.
This shows that during the period 2018 to 2022, in general, the share prices of
telecommunications sector companies sampled in this study have increased. The standard
deviation of stock returns of 0.59% is greater than the average stock return of 0.14%. Stock
returns have a fairly large distribution, because the standard deviation is quite large from the
average value, so it can be concluded that the data on the stock return variable is not good.

The Return on Asset (ROA) variable has the smallest (minimum) value of 0, 00% and the
largest (maximum) of 97, 52%. The average (mean) of Return on Asset (ROA) is 8, 41% with
a standard deviation value of 19, 67% greater than the mean value, this indicates that the data
on the ROA has a large enough coarseness because the standard deviation is quite large than
the mean. Thus, it can be concluded that the data on the ROA variable is not good.

The mean value of inflation of 2.98% indicates that inflation has decreased from 2018 to 2022,
with a maximum value of 5.51% and a minimum of 1.68%. The standard deviation of inflation
is 1.38% which is smaller than the average value of 2.98%. By looking at the magnitude of the
standard deviation value which is smaller than the average so that it can be used in the inflation
variable has a small distribution, so it can be concluded that the data used is good data.

Table 5. Normality Test Results

N 50
Test Statistic ,117
Asymp. Sig. (2-tailed) 08 4C

Source: Data processed in 2024

Based on the table 5, the sig. value of 0.08 is greater than 0.05 which indicates that the data
is normally distributed



Table 6. Multicollinearity Test Results

Unstandardized Standardized Collinearity
Coefficients Coefficients t Sig. Statistics
Model B Std. Error Beta Tolerance  VIF
1 (Constant) 1,985 ,567 3,499 ,001
X11 -,308 ,115 -,351 -2,679 ,010 980 1,021
X2 1 -,483 ,182 -,348 -2,657 ,011 980 1,021

Source: Data processed in 2024

Based on the table above, it can see that from the ROA (X1), and Inflation (X2) variables, the
tolerance value is below 1 and the VIF value is below 10, therefore it can be concluded that in
this model there is no multicollinearity problem.

The results of observations using the scatterplot graph (figure 1) can be seen that there is a
pattern that spreads below and above the zero number of the Y axis, this indicates that there
is no heteroscedasticity.

Scatterplot
Dependent Variable: Y
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Figure 1 Heteroscedasticity Test Results

Table 7. Autocorrelation Test Results

Adjusted Std. Error of .
Model R R Square R the Estimate Durbin-Watson
Square
1 ,458 ,210 ,176 ,53745 1,832
a

a. Predictors: (Constant), X2_1, X1_1
b. Dependent Variable: Y
Source: data processed with SPSS Ver.24

Based on the results of the autocorrelation test above, it can be seen that the Durbin Watson
table shows n = 50, k = 2, obtained dL = 1.4625, dU = 1.6283, 4 - DW (4-1.832 = 2.168).
Based on the SPSS results above, it can be seen that the DW value = 1.832, which means
1.4625 < 2.168 > 1.6283, it can be concluded that there are no symptoms of autocorrelation.



Table 8. Linearity Test Results Return on Asset Variable

ANOVA Table
Sum of Mean
Squares Df  Square F Sig.
Y * Between (Combined) 14,975 32 ,468 3,612 ,003
X1_1 Groups | inearity 1562 1 1562 12,054 003
Deviation from 13,413 31 433 3,340 ,006
Linearity
Within Groups 2,202 17 ,130
Total 17,177 49

Source: data processed with SPSS Ver.24

Based on the table 8, the linearity test results of the ROA variable show a linearity
significance value of 0.003 <0.05, it can be concluded that there is a linear relationship
between ROA and stock returns.

Table 9. Inflation Variable Linearity Test Results

ANOVA Table
Sum of Mean
Squares Df Square F Sig.
Y * Between (Combined) 2,208 4 ,552 1,659 ,176
X2_1 Groups . :
Linearity 1,528 1 1,528 4,593 ,038
Deviation from ,680 3 227 681 ,568
Linearity
Within Groups 14,969 45 ,333
Total 17,177 49

Source: data processed with SPSS Ver.24

Based on the table 9, the results of the inflation variable linearity test show a linearity
significance value of 0.038 <0.05, it can be concluded that there is a linear relationship
between inflation and stock returns.

Table 10. Multiple Linear Test Results
Standardize

Unstandardize d
d Coefficients Coefficients
Model B Std. Error Beta T Sig.
1 (Constant) 1,985 ,567 3,499 ,001
X1 1 -,308 ,115 -351 -2,679 ,010
X2 1 -,483 ,182 -,348 -2,657 ,011

a. Dependent Variable: Y
Source: data processed with SPSS Ver.24



From the table 10, by paying attention to the numbers in the Unstandardized Coefficient
Beta column, the multiple regression equation can be arranged as follows:
Y =1.985 + (- 0.308X1 + (-0.483X2))

From the regression equation, several things can be interpreted, including:

a. The constant value of the equation above is 1.985 stating that if the value of ROA,
and Inflation is zero, then the stock return that occurs is 1.985.

b. The Ln_X1 regression coefficient of -0.308 indicates that every 1% increase in Ln_X1,
Ln_Y will decrease by 0.308.

c. The Ln_X2 regression coefficient of -0.483 states that every 1% addition of Ln_X2 will
reduce Ln_Y by 0.483.

Table 11. t-test Results

Unstandardized Standardized

Coefficients Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) 1,985 ,567 3,499 ,001
X1 1 -,308 , 115 -,351 -2,679 ,010
X2 1 -,483 ,182 -,348 -2,657 ,011

a. Dependent Variable: Y
Source: data processed with SPSS Ver.24

The influence of each ROA and inflation variable on stock returns can be seen from the
direction of the sign and the level of significance (profitability). The ROA variable has a
negative direction, as well as the inflation variable also shows a negative direction. Based on
the data in table 11, the Sig. result for ROA is 0.010 < 0.05 and the t count value is 2.679 >t
table 2.012, meaning that variable X1 on variable Y has a partially significant effect, while for
inflation it is 0.011 > 0.05 and the t count value is 2.657 >t table 2.012, meaning that variable
X2 on variable Y does not have a partially significant effect.

Table 12. F Test Results

Mean
Model Sum of Squares Df Square F Sig.
1 Regression 3,601 2 1,800 6,23 b
3 ,004
Residuals 13,576 47 ,289

Total 17,177 49
a. Dependent Variable: Y

b. Predictors: (Constant), X2_1, X1_1
Source: data processed with SPSS Ver.24

The table 12 shows the number of F test results resulting in an F count of 6.233. Meanwhile,
in the distribution table the value of F at a significant level of 5% is 3.195. The significant value
is at a value of 0.004> 0.05, it can be concluded that ROA (X1), and inflation (X2)
simultaneously have a significant effect on Stock Returns (Y).



3.2. Discussion

3.2.1. Hypothesis Test of the Effect of Return on assets (ROA) on Stock Returns

The first hypothesis proposed states that Return on Asset (ROA) has a positive and significant
effect on stock returns. From the results of the partial test calculation, a significance value of
0.010 is obtained, where the significance value is less than 5% and the ROA coefficient value
is as follows -2.679, the hypothesis is accepted, meaning that there is a significant influence
between the variable Return on Assets (ROA) and the variable Stock Return of
Telecommunication Sector Companies listed on the IDX.

The results of this study indicate that an increasing ROA value indicates the company's overall
performance in generating profits with the total assets available in the company. ROA is used
to see the level of efficiency of the company's operations as a whole. A negative ROA is due
to the company being in a negative condition (loss), this shows that the ability of the capital
invested in all assets has not been able to generate profits. This can reduce the interest of
investors or potential investors to invest in the company. A decrease in investor interest in
investing will have an impact on the decline in the company's share price, so that the
company's return will also decrease.

ROE is a measure of the company's ability to generate returns on its capital, therefore ROE is
often said to be the reliability of own capital. This ratio is derived from dividing net profit after
tax by total equity. A high level of ROE displays the industry's expertise in creating profits for
shareholders. From a different perspective, a high level of ROE will result in a low level of use
of external funds. This ratio examines how well a company uses its resources to generate a
return on equity. The industry standard for ROE is 40%. If the value is below forty percent,
the company's performance is considered poor. However, if it is above forty percent, the
company is doing very well. Therefore, if it earns profits above the industry average, the
company is considered good because shareholders can earn profits above the industry
average. This situation shows that the company's economy has improved. If the company
can create a large profit, it will make the demand for shares increase and the next will result
in an increase in the company's share price. If the share price continues to increase, it can
make the stock return will also increase.

The results of this study do not support research conducted by Prihantini (2009), Almira &
Wiagustini (2020) and Hisar et al (2021) which state that ROA has a positive and significant
effect on stock returns, but support research conducted by Simorangkir (2019) which states
that return on assets has a negative and significant effect on stock returns of Mining
Companies.

3.2.2. Hypothesis Test of the Effect of Inflation on Stock Returns

The second hypothesis proposed states that inflation has a negative and significant effect on
stock returns. From the partial test calculation results, the significance value is 0.004 and the
inflation coefficient value is -2.657. Because the significance value is less than 5%, the
hypothesis is accepted, meaning that there is a significant influence between the inflation
variable and the stock return variable.

A high inflation rate is often associated with an overheating economy, where the economy
experiences a demand for products that exceeds the supply capacity of the products. In
addition, a high inflation rate also reduces the level of real income earned by investors from



their investments. This can cause the demand for various types of stocks to decrease which
in turn will have an impact on the stock returns earned by shareholders to be reduced.
Inflation has a significant negative effect on stock returns, this is because based on signal
theory relevant and reliable information will influence investor decisions and form a fair stock
price. In terms of inflation, inflation can give a negative signal about the prospects for
economic growth and financial stability, which can then affect stock prices. In an inflationary
situation, production costs increase and the prices of goods and services rise, so the price
increase can affect the company's sales and profits. A high inflation rate can lead to the
perception that economic growth will decline and financial stability will not be guaranteed, thus
influencing investors' decision to withdraw investment from the stock market and switch to real
assets. As aresult, demand for stocks falls, which then affects stock prices. In addition, related
to this, the negative effect of inflation on stock returns in telecommunication companies can
be caused by the fact that high inflation rates can affect operational and investment costs
incurred by telecommunication companies, such as electricity, transportation, raw materials,
and other production costs. This can make the production costs incurred by the company
higher, so that it can reduce the company's profits and affect the share price in the stock
market, another thing is that inflation can also affect consumer purchasing power and the level
of competition in the market. A high inflation rate can reduce consumer purchasing power and
cause market demand to decline. This can affect the company's revenue and profits, which
will have a direct impact on the value of the company's shares.

The results of this study support research conducted by Aziz (2012) and Dwijayanti (2021)
which states that interest rates and inflation have a negative and significant effect on stock
returns in the banking sector on the IDX. However, it does not support research conducted by
Suryani and Gede (2018) and Algaralleh (2020) which states that inflation has a negative and
insignificant effect on stock returns.

3.2.3. Hypothesis Test the Effect of Return on Assets (ROA) and Inflation
Simultaneously on Return Shares

The third hypothesis proposed states that ROA and Inflation simultaneously have a significant
effect on stock returns. From the results of the simultaneous test calculation, a significant value
is obtained at a value of 0.004> 0.05. It can be concluded that ROA (X1), and inflation (X2)
simultaneously have a significant effect on Stock Returns (Y).

4. CONCLUSION

a. Based on the results of the research, it shows that Return on Assets (ROA) has a
negative and significant effect on stock returns.

b. Based on the results of the research, it shows that inflation has a negative and
significant effect on stock returns.

c. Based on the results of the research, it shows that ROA (X1) and inflation (X2)
simultaneously have a significant effect on Stock Returns (Y).

Based on the research conclusions, it can be suggested that investors who will buy shares in
the telecommunications industry should pay attention to the rate of return on assets in each
company and the inflation rate in making investment decisions.
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DEFINITIONS, ACRONYMS, ABBREVIATIONS
Here is the Definitions section. This is an optional section.
Term: Definition for the term


https://doi.org/10.14710/jbs.18.2.99-117
https://ojs.unud.ac.id/index.php/akuntansi/article/download/17615/13833
https://inlislite.ipdn.ac.id/opac/detail-opac?id=4308
https://dx.doi.org/10.34208/jba.v21i2.616
https://media.neliti.com/media/publications/255328-none-90695ef3.pdf
http://repositori.unimma.ac.id/956/
https://doi.org/10.1108/MRR-08-2019-0338
https://doi.org/10.1108/MRR-08-2019-0338

