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Effects Of Current Ratio And Debt-To-Equity Ratio On Return

On Asset And Return On Equity
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ABRSTRACT ?‘-'Ilpwm: af @ mapm_'rumgnu,pmﬁn e T Ee o R Eeroo Sy e i cxaming
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Smfﬂf ity whmwed thar curresd i wid debii e sguine valin had o significoar’ offect ow et im
. Mafﬂrmr:nhuﬂuﬂirhlmmmwdnhrﬂmrﬂmmﬂ
n‘fbﬂufqun‘lj mﬂn mrmll-l'-r-ﬂ'jw 14.9% of ROA, while the remaindng 83.1% wor explained by other
varriables, nr indicated by the corfficient deferminants, The regresnion coefficiens analvsis for ROE showed
that &1 4% waxr explained by oiher varfables port studied in s research, Besults of the Friest showed g
significance walue of 0009 007 for ROA aed (L0 005 for ROE, meaning that boith the currend ratia
and defl-te-gquity ralic hod o ogegicant efecs on RA and ROE i food and bevernge indusiry
campanies lixted éa fndoneria Siock
Keywardy: Curreni Railg, Debi-To-Equity Runu. Return €k Assers, Rerarn On Eguity
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I INTROERCTHIN

Buzineises gre in fievce comperitlon and growing rapidly. Invesiors eager to imvest their money
will take o pood fmancial performance inte secownt. The succesi or fallire of o compuny in managing
finance depends om how their mansgers manage the companies’ finance well, Finenciol crafemenis are
prepared for internal oand external pardes for differemt purposes. For suppliers, it serven to revenl the
performance of the campany and the company's ability to pay its debis.

For creditors, i serves fo determing the peformanee of the company i paving the principal and
interest thereon. For imvestors, i serves b aicertain whether the capital they have been imveried ix sither
growing or decreased or hew ir br pead

For potential fwvestors, i provides informoion in comneciton with the decition fo invest in e
company or ot For the povernmeani, (1 serves o deiermime eoonemic prownl, btk regionally ard nafioaaily,
and moniior fdy parvment {Sumarsan, 20071
In the preparation of financial ramemenis, there are arcosniing arnnmptions and principles, including:
FoOne gndiry, medning thal o compony should be o unity ond there ip o repararion between personal

propery and company properry;
# Going concern, meaning that an extabiished company should be able 1o continue iy burinexs for an
uﬁjﬁmﬂrﬂnﬁ'h{
o i firy. mreaimemy teef fonoscial ahudements shiiils Jl':iﬂ dmiradiefele Rl g Peaginetal SRAPeEmsemdd ol
A PR TR .n..' Al B mf atiheT TinalGE ComRiare
VIS TN ) o] e ircmind gy mwiuta desed I precae thar fimancal slztemenry vhowfad b

piainivmr, an arde groe an alei el ihe eadrmings fo b syl v
i
TP aThd g aiiaid |1 0 LT i'T.ru.'lh.ln.u.. ihil-de il Dauld by ey fral oy {fe Ly o prevpratnrn. o
Froercral canfevmerecy canar il volle e der waers T sueke atreitepte drrisioes SSrmarian 30T

According to brealey ef al., (2007 the compatiting of the company’s working copital range from 400
af totl arsety and debiy of smonth 25% of ral fending company, &0% of the time even owaed o financial
MGNAREr [ uped y Manage cHFTeRd aiieth, A reaiom i currend axsels in phovi-ferm imverimeney B gquickly
nirned mie anoifier aeser fype [aad Lowrence Gimuen, 2009) Bated on the reswlts of the above rexearch, current
argeis wevd foobe mansged b diseppear play an fmportani role from the overall corporate wrategy v ovder
improve the company’s performance (Dong and S X000) The company tred fo muke the right famnciol
decivions with the aim o improve the performance of the company. The problem that erives in the incragse in

Wi ifbmd.org 71 | Page
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the company's profil may mmolste lquidity espects nim:mlmy In lime with Sigh and Pandey {20#)

Wmhwjm'nwmﬁhm Mﬂuﬂjwr‘dﬂﬁﬁtm
mq’ﬂ'mﬁ L i e arinEd
guralpariien rennn gl v die e Mgt usl ey mu.d thpdy di o h--!lr.l Jl'lur i di fAPMKT EiR rJlr v i AT

The present xugy selecied the food and beverage sub-sector, with the following considerarions:
(1) in 2007, the food and beverage sub-tector was the largest lobor-emploving sub-secior, oy shown

by i pable 1
Tabie I, Largess eaniribinor 1o workforce
Year Mty
A0 Al
.;g!.-; i _Ej.'.ﬁ
T 1730, 050

Houree: Jhava prwetinl B ihe detors.

{2} The domextic invesiment [PMEN ) n the food and Feverage sub-aector increased by 78 547,
{3} The food and beveruge sub-secter had a large growth of non-oil and gax procecting indugrry

Toble 2. Girerwih o
fea: ﬁm
HIJE LR ]

Sowree: Data processed by the authors,

i4] The food and beverage sul-sector Aad the highest growsh in ity role with regard o the national GDP,

Tatile 3, Rorle w i marbicamal
Leroeniage

[
)
ET &% |
Source: Do procexsed by the guthory,

i5) The food and beverage nb-sector had the biggest exporty, despive the 2018 drop, as thown by the bl
‘II

Tinkle 4.
Viemr LIS
@J U5 5,43 milion

;
_w
Surce: Diia m’#h “-l' aiibors,

mmmwwwnmmh-ﬁnmhajmmwhq{mnnf

observation fram 2004 f0 X0 vr mbudy are showii i Tl §
Tiable 5, Commpgany Numes
| Cile Name
L ADES Abaiha Wira fnemanong!
L C by Kulber
ERLTA L [isaboiriss
SR Fushafiond Sakeen Makisip
L MO Mapire badh
Caom Nigpyn Indesri Corporinds ==
_LETS Eilrralo MU Prfuarry
Souree: Data procested by the authors,
winw, (fmilorg J2 1 Page
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e
Thiy study winr condiected dwe (o the inconsicienl renulis of previows owdies, nm-.lunnu.l‘r
fesi el Hinir el vt A o sTgmificant poxitive dffecr on the fimanscial peifrmeinoe _r.f Comramy

Filr alebidin espudy spr ! i Aepddive el ob ilve fmencied pecrformsasioe ol of coamgisng | R frreien
raaly waki aapresseried b Afrile and Mot by i A el TN T g .\mflﬂ #Vecd e BRTM sy
BV, duar feverage Dl o sigwlTearr @0fece o REVE smd s b wareans ot s BOA

i mf Bad (I T ol inael st bhe palrret raple snd dob eydd®y Fullle Melal P vl rool
FIEer s peafiiiisilirg
A srudty by Sarf et al i st figedl . ELERTICGRE paaiitie FITACT o DERMFI o

e, aenal w0 diel Sinargdl, od el ﬂﬂ!i}.m l'”l-f. ﬁ[”.ﬂ. .h'maﬁ{ﬂu {2007 ) mad Qwrayx et al. (200 5L
fhn the combrary, Supardi of al. (2008} showed ot current ratin hod e affecr on return on ateln, se did
Harzandy, eval {200 7], Ambarwai, et ol [2005),

Mello, et [ “I".;'IIJ- wioil hal shardbso I:L-" Mrmoive vicw inrrmnmg Jebd e Anw o e

T T TH T S S S T S e o P TR i, e 1t B alefo-rgaly bt o Ao r{.'rw!r F S
A S—TY '. entlevanngd phat defi-ge-egemy oo fsod e sgrificmy sffecr am ek praces. Samdach
el agm | 207 toai o wrresd e oo mer effect i el e

w e ﬂ-l’l {2t ahivrend e alei-tobopgaeity renile S an effend wn proefitabliiny. ar procied by
TEHEFE. (3 KALRT :L;ﬂ! ﬂ.u.r_ (2015 demonsirated Hhai curreai ml.p Mu pu:m'-u effect an remirn on
equily, {Jurays ef iR R dbr- e egaty Felie fed an gffect on profimbnling o proaed
hy refarn ol ey Aﬂ}ﬁrh e el rlﬂrrdn‘u:dth-m-tﬂlu ﬂlmhd @ significans posiive
effect on refurm on ATse,

Argremamia aml Hidavar 2007 ) demummnaraged e carrenr mace ang defe Ste-rauriy eehie el
faoed e migmificans e s sEweE o8 LI o alvra v baat corrend ratie, debr-io-pguity nenie
H mdd.ln‘r twrmpver fad an w on Rﬂf '-ll e Sarn ond Busduprnih 0 20040 alvire Bde el | e B

me vigmificosi @ffecy o Keviom on &m0

I, LITERATURE REVIEW
21, Financlal satements

Financial piwfemeniy are reports addressing whay happened fo aseers, profits and dividends, over
the fapt few periods (Bripham and Joel 20000 Financiol stofements are the end rexuits of an accousting
cyvcle, which describe the fingncigl condition of o company perlodically (Semarsen, 30071 Finencial
siurieraeniy coniadn the figures of a company's performance und fimencizl condition in the past (historical),

According fo Kavimir (2010), the purposes of prepuring fiaaecial stolewments are:
{4}t preseal information on the rper and amopnds of agrets owaed by the company ar the e
ﬂlmhﬁmmwnnﬂmﬂﬂnﬁﬁm#ﬂdumwﬂuﬂw# R Y,
{3 b imform ihe by lrll‘umm af revenne sarned in @ given per

o i feF NPT LT AR ATAT S VTR G e el AT AL TT T rr.|.r f-ﬂr Pha ur|l|l|l_l|'.|n.|1. I B v i |Jw'.

fon dn e il perfinwamr e n!'lhu- ENHTIQIANY W ankECTRE

{& i inform the company’s mtio of assets, liohilitics and capital;
(71 fo infirrm anfes to financial satements,

.?..ﬂ‘.n-'--l.ll-. i Moatiems

Firasite ol detblviv gee @ drebmi gy« il vomy peocrmiages e foanciod sietementt moorder Do
ubepudy, reverw, wnd sonmesiee the wmnifican refatiaadipe of the .t|,||1ﬂ;'|=|1|"l| fimmicid dakt’ §he bioes ol
fimumickell vopdian e i ol dgguddin sl eevemer enitel addelily seflne metiity reitaos sl
prifihatliry radioa

Lagpunidify paation ran b i cerrens maie, quick ramo and cash rang. This neite (x generally ihe firer
mifention from fimencial enalvety, becawse this ratio indicaiery the compeny’s abifiny of fulfilling the abligarion
will bre e, Rosie smooth feurrenl ratio) i o comparizon between the abfiva well wirh smoorh, smooth deby
rario gf the mos common measuremenl (5 uiad o delermine willingreiy meer vhoriderm oblipation, 4 low
vurrenl Finie indicored the oocicrrence of prablem in ity The fluency ratie of companies contran foe high
aisn fexs good, because it shows the abundance of idie furndy tha alrimarely cowld reduce proflt the compony an
ideal Rarip prewcribed by rule of thimb (General provistonr) and conrider several fociors such s ike tvpe of
indfnery and crealt fabitn, Wise invextors analviing the currens ratie in more depth by axking guesiions such s
whials ks erealie avilabile thar soon coudd be taken, whether ficed oot cowld soon be sold and whether sarnings
can be axpectad (0 fhe the ypeoming. The guick rofie (v the meily belween currenr Gerels minug invemtores with
FMuency debr. The nventory @ currenr aetets Ugundity levelr are low ard ofien experience Ruciuations in price
and affen result in loares in the evens of lgquiderion, The cosh rare (s the ratie between Cash plis shori-term
ercirinies inveniments with debi flusacy

wwa {flmi ar g 371 Page



Effects O Current Ratier And Dybi-To-Eguity Ratio On Return On Asset And Return On Equity

Selpency ratio can ke the debr rano and debi-to-ieial eguiry ramo  [DER) Abiliry ratio v the
interast coverage rafio (HCRL Acfivify rafioy inclade receivabie furmaver rafid, inveniory firmover dngd gl
wized furmover, Debt ratio showr the proportion beheeen the liabiliy which it owned by the enlire eshute.
The higher the precentepd, ihe redulis tend to be the more robuxt risk for creditors and invesiors, This ronie
aescribey the comparizen DER, dely and privaie eguiry in the flinding of the company and shows the
aalvidiny oof prbvare eqatry firma o meer all obligations fnerest Coverage Rane (FCR), this ratio i3 called the
ctening rale (Caverage mtio) mearres the abifity of the fulfillment of the obligarion of ansiral interes
with aperaring profls (ERIT), the extént to which operating profit can be dropped withow cauving failures
rﬂ;hﬁ.n!ﬂhuunfﬂu dbﬂgﬂlﬂ hpn.}' w h.uu-

gl il ' Lt aHlir TR rTTE i ERIFTTTE TN

- iR i ilare dinalomd
prvred v, PN T AT ||rr.|.|' rEnrT B rquln.
‘{Hpmm:ﬂruni‘cm rarig (CRA) and debi-fo-equity ratio [DER) ax the indepeadeni
variabler, he dereadest cursaliles e reimrm on gviety [BOA ) and refiern os eguily {REE

Elw.rpmﬂrmrgh.rhh Mnmmﬂum:ﬁnqqrmpmdm;mmrﬂ 1mdicanes rhe
mtdﬂh}mmwnhmﬁlﬂu‘p’ hmhwnrmﬂﬁmﬁ; m#h

mﬂrnm:mhm»hwe' swargin ihis s e

aterent o faeek Moargin d@admst waies wer prafil e s n'u- aet i I.||"|'!'l Tamry argaranind dmacrme wiades

e fhiare o e e Aenvedn the ndg ot afier doa II| I'||- Al O e A Sdreaidaifeer, (O Ehae miveldeer O g
v et @ ms Pl PP drmd 1 Aen sl Ml [

il -lrm’-':rnfwr-ra'n-inm‘ndl mnmmwww:ﬂnﬁu}huﬂﬂum;wm
profie compared with the fotal axsets imvested, the greaier the awmber the rtio indicates that the compary i
mire effichent. Kemarn on Equity  kiv ratio fadicates the company’s ability i gemerare mel profif affer ax
comprred fo the capinal e, the larger the mumber the raifo indicetey that the company iy movre efficient e of
capital itelf

Bazed ow e Foundintion of theory of research above, the Iypothests of fiis resedreh e

iy Luirrenir Mot IR argmifacmmily e Wadvaree Cdv arvn'Ti

N2 = Ldelnt fo Egouty Eatin elfecy ngmificandty m Bemern O Aol
P # i, T ot Ketden F..“'HIJ‘ TR

I = Lvist aov Eagremy: Rario effery sigmifhomndly m Betwen ©hy Bgan
(11, METHNY

The presend sivadly way o quarniteive rescareh waiay the multiple linear regrecsion analyeds, A ol
af 10 companies wax sampled, ohserved for o period of 4 years from 3010 w0 2004, Das were saken from
the Indonevio Stock Exchange. This study wsed the purpasive sampling method with the follivwing sample
seleciion criteria;

Sumber of food and beverage mib-gecror compoaies faved i the 13X = |¥
Companies inconsistenty trutng ammsal reparts = &
Mumber of Lomples = 0
A0, (perational Definision of Viriables

Wariables

Vardahier in the research the seseareh in Beivrn DAMHW L Biguiiy.

Return on ossetr (H0A) meaxeres net income uxing dodal axgein. 0 can be formataned a0 | Earning Before
Teven: tentad oxsers) x J0%

Reticrn oa equiiy (ROE) s 0 ralio o mensure & company’s ability in use Hs resources o genetate refum on
equity. The formula d; (Eerming Afier Tages; Toral Eguity) x 1005

Frudrperademt Variabel
The independent varuble in thir prady i the Currend Rotre and Debt o Equiry Rosa,

Lurreni Ratio (CRA ) messures a company’s ahilirg to meed shorr-erm obliganions, Can be forsudaned:
feurrend assets divided Currend Linhilities} fmes 100%. Debi s Eqwiry Ratio (DER) is the rarin berween th
totad debri againg the toel squity, Can be formalated (Toad Debe divided the amaunt of equire] cimes [0%.

Jﬂ---i e -F il Fesd af e Musilef

The Foowar wurs waed v Bexd phe RI'I“HETF o 10 af e e deaned el s af doicemeron s wieether o ol
itre pavilel wann ot

33 Classic Arsumpeian Fesr

e e th;e



Effects Of Current Ratio And Debst-To-Equity Ratio On Rensm On Asser And Remurn On Equiry

A mormality wir it teel the aormmiity of dai The present siedy uwsed multicolimearity fest and

i.j. Flypuitheryis T H

CHA and ITER sepe issted spaina the companjsl’ TlT'.'I‘|1|:i|III.|I.I"|' i |IIIl.ch|.-\.| I|-.- rrdiry on el end refarn g
FATRETN W e maliaple Daeas orgerisam gnafvion b 5% pigwgficam vl mhnrmmizrf
Rﬂ.ﬁ-m+b;€ﬂ4-ﬁ:ﬂm+r..- AR TR frqunliuuu

MOE = ag 4 By CRA + by DER # # .oicvaiiniicinimisinyise=  [@uanion 2|

where: a L Camsrang

CRA = Curranr ranke

MR = Diebr-tiv-equity ratio

Ril4 = Return on asieiy

ROE = Rturm on equity

E = Errar

1.5, Coefficient of Determinanion (R

Coefficiens of determinagion (B’ was wied fo determine io what extent the mode! explaing the
dependens variables. A smal) value of B i ey the very low abilicy of independent variables to explain
the dependeni variables (Uhosaili, 2008,

Tl sasilel @f the prénead Yily i

_{ Betiwit o Ak | WA

Ariww v Py AL

[}

Fiebr g fapwirr Miniae
[
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Fupwre | Tonreprum! Fromewsers

' RESUETS

A, | Model Goodaein-of-fit Test {F-tesn)
Kesules of the Ferext of ROA are shown by the ANCOVA rable 6.

Tahle 6 Goodness-cf-fit teee (F-text) of the model
Hem of L B
_Miodel e K sig
I Firgrerien 0. 1 [T I ¥+ Y 1
[T ] 7 il
40K “

Tl
* T parrulest Vurisela; R004
¥ Pradie pvr [ Conmantl, DER, CRA
Benree: Authen' data precearing

Revules of the F-rest of ROE are shown in Table 7:

tie 7. st | F-texd) of the model
By W Mean Sqmare
Madri o SR r iy
I Rrerpasion 1G58 g AT [ o

i, bl org A5 | Page
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— . % SES
e TR N

* Predictar: {Contant), DER. CRA
Smmproe; Authors dale proscddingy

4.8, Claasic Assumpricn Text
4.2,1 Dana Nermality Tew

Mormaliry fest uge Normal P-P Plot Regresiion shows that date spread areund and aloay ke
diagonal line, meaning dofd are normally disieibuted; thus, the present sivdy sansfien the aisimpiion of
normality, for SOA.
For ROE shaws thar dava spread arownd and along the diogonal line, mepaning daty are aormally disribied;
tiniar, the presemi study satinfer the osuemprion of aormaling

4.2 2 Mufticollimearity Texnt
Rexulis of the mulncollinearity test of BOA are shown in Tabie 8;

Table 5, Reswlts of regresiim amlynis

Lot romviiprati zogl
g T —
.I'E a i Hig Tl VI
| (Comaipi | =0, eF =541 Er
| CRA [T [T H ] [ [
DR (W TE) 2454 [FiH [T =0
e e i

Tabie § shines that the Toll value e 000 and VIF i3 10, indicating oo muliicellinearity in this pfads,

Rexult of tie multicallimeariey rer of ROE are thown in feble 9-
. Tuble 8, Resuliv of regrossion amalysis

Unstrandardrord

poglfiviens Ciolinpurify setisics |
_fﬁd ) L iy Tal VIF
Ein. il =200 —LIRN 020
| CRA 4,048 2238 N (X [
LER L L) 4,510 oL L 07 1.0

* Djigridemt Wigrinble: BOE
Favrd: dusdon et pPceRsing

Table 9 shows a ioderonce Il.'ﬂd 0. f and VIF Iﬂ.!k:r. et ry ap maliae oflemrarery am the simdy

4.2.3 Reteroscedasiteity Tesi

Revalty of the heteroscedarricity ivar af ROA are chosn the dair spread nandomly above and
MIﬂHMM The Y- . iﬂ i Fild mw“rﬂ-ﬂﬁl‘m o vafiore dprerd b mo Beerimac edia i r'r_|.
im the regressicm mpdel. Phuy, the regressim moded o gl fee aae Be oaee dedermiae B eifects ol the
||'l.|.||fl|.-\.|'l'|-||.r|'|h.|' Pl e s e L dl"md.u;.rf.df weddfuielp s qf I ATueY

Rexwlis of the he city fest of ROE are shown that the dets spread randomly above and
below zere ow b Fain, o theee @0 s heferaicedosticdry in phe sy Fl'lf regrertion made] pum b
wred i determinge thee ol wef PR Iﬁl.‘l.!'Fu'll.l.I'r.I'lJ i Fmideled o phe .ip]-.q-m!.r.-u i dle ¢ BV
4.3 Hypotivesis Testing
Ax shwn in Table 8, the multiple regresvion equation of independendl variables {CRA and DER) againri
the dependens variables (ROA ) s :

RiA = 0063 + (03T CRA + 0117 DER + ¢

From Table % the mulifple ragreision equation of independent voriohles (CRA gnd DER) apains the
dependent variable (REOE] is

ROE = . 360 + 0068 CHA + (L4848 DER = &

wunie, bl orp 34 | Page
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4.4 Coefficient Determinaniy
Tibed ]ﬂ?ﬁrldﬁ.‘lm_ri
lsadelt ¥ # Nygaars :'I::J':'j N
_;_ﬁ.m-nrnuup..-m A =
Towrer. Autheor £ dm proceating
Ax shovwn in Table 10, adjusied R square of 6|15, wranmy e the effects of the independn
varbpide (KA s EAER) dw A werr 149 %, while the remaintng 850 % were affecied by other
variables not tncleded in the model gf the study.
Tobel 11, Model Samumary
ey~ a0
Wiake N B Fqwiry
1 — den a4 (L8
a Prediciary [ Coaniasadt | - DEX, C8A
b Depensdent Yaruabsl - BGE

Erasre; Authar » ditis proceesing

While in Tabile I1, adiusied B spuere of 0,386 meaning vt the effects af the independent variable
FERA gnad DER] en BROE were 386 %, while the remaining &1.4 % were affecred by other variables na
inciluded in the model aof the sy,

V. SO USSION

5.1 Effects of Current Banle on Rerarn oa Assers

Table 8§ shows that CRA has o significance level of 0.0 /4, meaning thar CRA har a posinive effect
on ROA gf 0033, daie show that aay |9 increase in currend acters will conse ROA 1o increage by 3.3%,
Thuis, Hy stliag fhead dwrrend ratic b i gffect on ROA I accepied, g

Bexudis of the present study are comgisient with those of previons study condiscred by Berhan et al
jad e rdlesdimg Al awrrand At TR ||_:hl'.||-i kil !'_|"Fr|.'r o fEraarenid Flfl'_fllﬂl'li.lﬂl.'l' Mwm
(2016) showed thal liguidis has an cffect an ihe smnll- ond medinm-sized enterprises’ profitebility s
proied by return on e,

Fhar e el sined 1 0= i e el bt of Fovagih. o dl r'J-D‘.F.H. Eﬂﬂl‘, & al f?ﬂﬂl. -‘hm and
Gami (20017} and Iuﬂ'.plgf!u.”'l'l' sy M cwreesd roctie e a vigniffoam ponithe offecr an fefinf ne

ith FPLY

5.2 Effecty of Dietet-to- Eguity Ratio an Retarn an Adtels

Tuble B shows thar DER hax o significance level of 0007, meaning that DER bar a posiive effec
on ROA of 0117, Dana show that ooy 1% increase in debi-ro-equity rafio will canse ROA i increase by
{1.7%. Thus, Hy suwing that debrao-equiry ratio hax an effect on BOA Ly decepied.

The predeny srudy ie consirrant with char of Ardiaond (2004) which showed dhad deli-to-eiguily
ritie had a positee effect on profiebilin, Wibows end Winermoe (2002) showed that debr-to-eguiry rao
had o negative affecr on proflurbiling

5.9 Effecay of Curremt Rarie an Return on Eguiry

Table ® shows that CRA has @ significance level of 00300, meening et CRA has @ positive
effect on ROE of 00089, Daka indicares that any |% mcreass in curren) axiets will cauie ROE fo increase
fro 9% Thux, My stabing thar currend fanio has an gffect on ROE iz acoepind

The present sudy i consisrens with thai of Borkan & al (2004)] indiceing that curreni rativ has o
xignificans effect on financial performance. In thelr study of SMEs, Afrife and Padochi (2006) showed that
Fignidiey had a significant effece on ROE, Stmilarly, a siwdy by Azad ef al (2008) of registered companies {6
Pakizian shawed thar carrent ratie hod @ penitive gifecd oa reium ma eguify.

5.4 Effeciz of Diebi-to-Equity Ratio on Return on Equity

wirw. ({hmLory X7 | Page
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Tabiy 9 showy that DER has o significance level of 00000, meaning that DER has @ posifve effect
on ROE of 0484, Dora shew thaf aay 1% incredss 0 debi-fo-squily ratic will cause BOE @ increase by
S8 4%, Thus, Hy stating thar debi-to-equity ratio hus an effect on ROE is accepied.

These results are consistens with those of Ul (2008 thint showed thal debi-to-equity ratte hod o
significant positive gffect on peturm on eguity, Qurayy el of, (2008 showed thai debi-to-squily ratio kod a
sigmificunt effect im profinbilie of o comjrny,

VI CONCLUSION

Table & chows thal the model fite for aceawnning for the affeces of current ratio gnd debt-to-eguity
rufie ey KA, with o sigrificence bevel of 0,008 005,

Tabie 7 chowr that the model alsa fity for accounring for the effects of current ratio ond debi-fo-
eyl ratic on BOE, with @ dgaificance level of 00 0.05,

The foregoing analyis shows thal currenl racio amd debi-ro-equiry radio have a poritive effect on
ROA ar a sigaificance level of 0019, less than dum 005, Farthermore, current ralic and debi-To-agquiry
rutin alro kave a potitive effect on ROE ar a significance fevel of 5,000, less than (.05,

Results of the correloring coefficient fest phow on adjurted R-squared of L1498 for ROA Thiz
shows that curreat mtin and debi-fo-eguiny rabls have g weak gffect of only J49% on ROA, while the

remaining 85, 1'% ase affecred b #ther v s
perelvabile termover, gaicd orfie, dediedead el e, Toeal el wemover, oed okved noemesEr, ©R0sa gl
sugrpim, her i margin and ofhee voriabiled of Dol sl

Rexulix of the régression cosfficient test show an adfusted R-squared 0356 for ROE Thiz shews
shaar current rasip and debi-wo-equiry ratio have u marginally srong effect of only 38.6% on ROE, whily the
m‘-iqﬁ-f_ #5%. mre ey 2end P oanbh fijgitiles @ ildilivel, widd @i Wi Iy, i i F ¢ i

dedatafperpiiey ramiry totel aeser formeer fleed @aner SEmever, YEINIFE (NPmEAET, AR paell meage e

viblire sarrianiide e sk

This siudy har lemitations in ferma of the period iader siwdy ond datg available on the Indoaesia
Siock Exchange. Furiker sudies are recommended f0 include voriobles relared o solvency rafto and
acriviry ratior, Additionally, the macro feerors, ook as iglarion rave, rhould be included rate in order for
mre meaurabilin

EIME faPubis mirmirs LI
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