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ABSIP/CT:1h2ptpd.olaconparyit1oginptufitt.'in.pu4'os.olth.:,.,.tstud\N.sstouuni\.
,1rr thl;ir..4rt,\ , tt,r ,qt t.tum ln dss.t dnd t.tum on eqtt\ tt. ,!n4\n1k \

i \' - t ',,"ntunr, lr,trn ,h thp |nd,,ac,u 5n,L E\.hdntr t\\
. . Ddta p.n pro..tk l ating th. tutnpb l'|.ar r.gasion odlysh |'ith

SPS.t 24. d,."r. ,..,,t,t,1t ,..,rrt -.r... hatl a av'h,rnt .JJitnnrnund
.' _.:, ..,., n.sultj of th. t st.tsion @frci.^. @abtis slb\'.d thtt ctn.nt rotio 6.1
.l.bt-to-.qtit, mtio ac.ovnt.d lo. 11. of ROA, whil. th. ..wir,ns E5.I% eot .tpbin il bt oth.r
wtiabb6, os inni.at.d by b. .o.fti.st .tetcnir$tt. Th. rcBr.tsion @.lfr.i.nt a@tttit lor ROE thoe.d
that 61.1% was .xplaiacd by other votiablet 

^ot 
studi.tl ia this t.t.arch. R.tuhs oI k. Fae tho|9cal a

'QnituM. 
vdtw d0.0t9 0.05Jot ROA ana o.ooo 0.05lor ROE i,'eatiar that both th. crft.nt.otio

aad d.bao-.qlatt dno had a tisnif.ast .fect d RoA utl ROE i^ lood and b.e.ras. Muirr
@tdp@i.t tistal ia Indon sio Stocl E .hans..
K..,Nor.tt: Cu.nnt Ratio, D.bt.To-Eq ry Rotio, R.tum Ot Ats.ts, R. .m On Equitr

Dat of Efi,nsion: zOJ l -2OlE Dot. of@c.pton .: O6-12-2OIE

I. INTRODUCNON
Bwindd ar. in fr.rce co"V.ntioa and smwiry mpAD. htestott .ozer to i|v.tt th.i tuw!

via bk o tood fMtaial p.toM. into aeo6| 71|. rue.s or J.il$. o! a @nvant in,o^asins
fi[rne d€p.odr or how rhck J.|J|dgcr! rn assc l!. cmDolics' frntuc' w.ll. rwial stat rcntt 6tu
Dnpor..l |or lnttul onl .tttul pa.ti.! ld dfr.ra, prtpo$t. Fo. surylieB, n t.n r to ,qel th.
p.do@e oltt coDf,dy and th. @np6yk lbility tD pry its dcbl!.

For ct ditors, I s.tus to .l.utnhE dtt p.,lotuc. o! th. coDtpot! in patiry th. priEipal d'A
int r.tt th.fto.. For iM$oB, i s.Ns nt @.dain vt th.t h. epital ,h4 hN b..n twcat d it .ithe
gtdtfitg ot .lme.l or he n is B..l

For pot dtial ihr.ltots, it prcvitt s inlonnatioa i. connc.,ioa \9irh th. .Lcision to 
'rvett 

in th.
co,np@r or @t For rh. Bov.tun at, it s.Nt to.l.t.nnine econonic gtuvth, both t.sio@l, and nationalr,
oul honito. tat p.yw,tt (SMAa 2OI7I
Ia th. u.paration oflun ial ttot wntt, th.r. at. amoutias asunptitu aad pd6hl\ incfudins:
> On. ean', rcanins IlMt o .o,tpart thtuA b. a lnit! dnd th.t. is z t.pannd b.tw.d p4sonat

pmperty aad cohput! ptupe4;
> Goi^B .o6.n" @inS E , z" .ttoblith.d .onp6! rhouA b. dbh to cdde it b6i6s lor d

i^d.firit2 r-iod d .i,t :
. L l'rt,ttt|,|tt\. n4ut,tt thut fnuntun !4tencnt: :ttoutd lal,,\parabt. r, rE fnan(id r'uvne s ,,1

tl,r11,,r:i't,\,,1t nh,! 1, 'l]1,\ rt 1rt), | ,!.,1r, ,1,.1r,,,!,, \
. (, ,..ir, rr,ir.rrji,,i,t; the u..nutin! n. th,d s us.d to pr.fiye the lndntiot stat.n.nt' \h.rtd b.

...r'.11tr t\.,.t .. . , ',.r.,'-..1
' - ,, th. ft otun'l nakwnk .h.!ld h? , 1 . . !'.

liran.ialnat.naBr.nturldrl\ulu.k,itsrr|\1,,nnlt t'dnat, dai\i,\t\tSun.rwn.)t)17'

Acadtq to br4Ly .t aL. (2@7) th. co,apdition oJ .h. .o6p@r't vor*is copiktl .@se l,on 10%
of totat 6'.tr a"d d.btr o! r@th 25% oJ t!)tat iotdt^s conpsy60% ot th. tiw M owud o fM.iat
MaE.r is N..l to Mg. c@e"r a$.8. A naon it dtunt att.tt in thon4.n inw ttuntt thtt qticrly
tum..t i4to Moth.r Bet t!p. (dn.! Iarrcncc Git ar, 2N9t Bosal on the psu t of tha .bov. raerch, cuftal
atEtt Med 1o b. tuMFtl in .litawar pla, u i'.pana* mle !r@ thc ovea .o.po/o,. straEe! in order ,o
irnptu9. th. conwn S pctlonntn . (Done and Su 20l0tr Th. .oDtp6l tri.4 to Dta,, th. ti9ht fun6iat
d.citioB with th. din to Wr@. th. perfuw o! rh. @npaat. Th. p,obhn thar ans.s it th. ,Eno!. ,n



Efrec$ O! Cuftefi Rotit And Debt-To-F4uiry Rdio On Rcrum Ot Assr'' And Rcrum On F4uity

lhc @ryeys profit oly i|lr@bc liquidiry spccrs of rhc @quy. In lirc wit Si8h md pdd.y (2008)
.ud..r /J,gLr bwtwnttalea u ,np'lant tub i' h"di,e d..nrw @i"It.M.Nd with rt. 4yurt,
atp..tt o! th. cottgont. r.. ,r , , - . 1 'r, rii.
,',,tiunt: klLr lrU\tutlk.ttun+\tnnt.<,rtun'1tl@r.isdh(lnldbtd\ in!&t on the \ dut,\ \

Th. pr.s.nt ttt tt r.k.r.d th. loo.l an t bNtds. stb -ktuL vith ,h. tottdi^E tdt6..atio^t:
ll ) in 2017, tt Jood and b.vtog. sub-s.ctot |9.s th. t4rs.$ hbot.rdpk"i\s ttb-tccxtr,6 shown

(2) Th. tlowstic inr.stwat (PMDN ) in ka food ond bcr.tog. tub -eectot increateal by 38.540.
(3) Th. food ond b.v.tdge s.tbr.ctot ha.I a bse e,ot th oI Mn-oil ann g6 p@..siiry innstry:

so/rc.: Ddta ptuc.ss..l b! lt dtthors.

(5)Th.lood and b.v.toq. sub-Nctot h4d ttu bitt.tt .tpon' .Iespit th. 2Ot 6 .ttup, os show br th. rdbt.

Tabh 2.

Sotrc.: Dato p@.u.d b! th. @thot'

(1) Th. lood o d b.r.tug. sab4.ctot h4d tla hteh.r, ztowth h nt tuta with rcBard to th. tutioMl GDp.

Tobl2 5.

SUE: Data tt@esse.l br th. ot hon.

fh. pt.t.n! ttudt j|jit asati@iy. r.tarch" with a enpl of tO co,pdn s, i r.dB of
obt Nnd Jron 2OI1 to 2Ol7 i ".. . \ttuit drc \h.sn n hnb'

s.zE: Iraa pDcBEA bj th..nt n

'ou.c.: 
hta proc.ss..l br th. autl@ts-



Efects Of Curr.rn Ratio And Debt-To-Equiry Rtuo Ot R.tM Ott Assa And R.a.m Ot Eq.i t
Thir rttdt w coadst t du t4 th. ircMist nt rcBtE oJp.qio8 sttdi.s. Both' d J:It, I I

,t, tr,tntnrll,Lt . rt tttt t,rt. h,tut o sisnif nt r.'<th\? "te.t on the ti.an.tai t\.4ntuN. itrf ad,jn\
,t,,t,,tti,tt, rn ,, \ ,,1ra n.qati..f..t nn ttt, tu),n,d1r ,,!1r1 ", ,. -r'.;'it,' r,"'"t

.fL.t o, D,otnnbiti\
A sttdr bt Sd/1 .t d t { ,. , i. r1.: a \ipili.an! potitit? .f..t nn tttn o^

os\{t. ohd ,) dt,1 \rn!t,..t,ri (2ot5t s{u, .t al. (2015), slto@ otd Gui (20t7) oid Q$ats et aL (20tE).
Ot dt .a tut!, Slpatdt .t aL (2016) slw.d ba! cw, httu td b .i.ct m r.non d Bs.tt, b .ti.t
E rs..b, a aL (2OI7t At/tblBtti a aL t20l5t.
UUctto.aJFr,.1.,.,,,h.r.hrJh,rJir.n.1...,\..,.x.4.,,.,......1,...,.^avan\art.
tnpdl ow:. ... , :t t I i tha! debtlo..rut\ ,rh! hrd n. .nc,kt^ .,t t.:
.r ns.lt Katar tattlTt "rlrnk\l rtrr.tcht tu) atri!\ rcha haA nn sfnE.ant ctta! in n,^L rn.ei i,ulnrt\.
u ,. ,,.;j, ,. fan hadM"t'|,,a ..,.

Fadilah .t oL t 2t)t7 ) ,h,r,rt tirr J, htr ,.ltnnr n,i. h.t1 h r|r, t tD pnfihbili\, ns pr.\ied hr
Ai6y' a zt. (20t6) d.@Bndt.d that dm^t tutio ha.l a posinw 6.c1on fttum o.

.quity- Qt ots.r ol. tl)t. ) tldnt,'t!rdt.., tlttt d.rt k) t,tttt\ tu:D hr,.t tn rltL! rrt tR.frtabitit!,4t r'nr^tu!
A tWP b, Utqi 12016) shov..l hat .!.bt-blqritt tttio h.d o siiniflcon! potilivc

.n 4 on f.tum o^ @.u.
1].ardrtd nrn llnht\at tat)l;).lrnuiu'dr.d lltdl .urftnt turn) trd drht

htdn, ftfnf.d^t.1.d,'n r ,r,..- ...r....:.,. brt cun nt rctio,.t btto-cquit! rotio

^4 
totdl6t r tuwr had e $ar @ ROE nhtl. stn drd Bnltd^ttt t:uta ) \nor i t d.bL lb L4ur\

,!\ t.),tno siEniJito,t 4lert o. Retum on L,tx,:,

II. UTEMTL|M NEWW
2. l. Finarcial s tatercsts

Fi"oacial statentt ar. repons ad.lt.ssire what hoppen d to ots.ts, proJitr ai.l,liri.lc.dt, ov.r
th. latt !.p pctiods (Brithn @.1 .lal, 2OIO). Fi,t@rcial ttate@tt arc th. .ad dtltt ol 6 a.cMtt E
clcL, ehi.h d.scnb. h. fAnciol chttitio^ of a co^pdt petiodi@lb (Sunarsaa 2017). Finorci.l
ttaEMIt @ntdin tk li$r.s of o @^pa\f s 9.rfo,Em@ rod f@cial @ lition in thc pan Oi.ro.i6l).

Accqdiq to Kahnir l2olo), rt. pu.porer of !..pa,intrturciat stat tunb o,.:
(! ) to p.ct.nt inio.,nation on th. ttpet atd @u^tt of att.ts oered b! th. conpart at ttu tiru;
(2) b i"lon th. ry.t 4^d e6u of tbbilri.' t d..pitol ot'tain d b4r,.o'qart
(3) to i^lom th. ,tq.s and otuut! ol nva!. .om.d in d Eivd p.tbtt:
lJ) k) rt.lt)ttn thL.rr"tt! drtl 1\t'(t ')l erpens.s in 'rulbtrh(.ntnpantindrt\ttt,tr,i.t:t t,' irt" 4 tnc p.4.'rnan.. ofrhc codpany's m..aacmcnr
f6) b infom th. corymyb ntio of @.r!, Ii.biliti.' rnd c.pirrl:
(7) to i^lon @t.s to fi@nciot stot @nt'.

2.2: irri\ | R.: , '
Inrnt.,tt n),,', dt, d natthntk 4 nti,i.\.m! t\n,itct,,n rt, lirtuu iatem!46 tn rrd.r r,

,l{iin re\ie\ rnLl{,rinr.iizfrhe.rgninonri..|ln,,r.h,n.n$ccompany,rinancral ,r*:Ehcrrp.,oi
liatatiul rltio\ dD tt , ,^ ,t,lrtJn 1,,h,. !,]t.,,r ,,,r,,. ,,t,)]tr r,,t,,,, ,^ttt!\ rdtn\ md

t,.i",,:r ,,,,,.:,1), the.unent rutio. qut.k rdtio anA.r ratu This tuio t eaaolly th.frtl
dttation frod fwiol o@lrttt, bcco6. thit mtio lndhot.r tt co,tp@ty's abilitt of luf//nts th. oUisation
,iU b. .lu. R6io @th (.tn.^t ratio) it d .o padton b..r.a th. arliw |9.I ei7/| stut\ r@th dabl
ntio o! th. tut cdnn ra n aturcwi, it uul at d.t.6itu tiUntg6s h.a shona.n obnsat D A Lw
.tnqt rotio irdi4at s th. @cr@ of ptubbia in lhtitltr. Tb fluncy .otio o! @nq@i.s c@tr6t too hiah
aho Lts sd'd, bM. it shows th. obddarc. of idl. fultds thar rkiMt lr Lvuld r.drc. prcJl.h. co,tport at
illaal Rdtio pftsc.ib.n b, tub o! thunb (c.utul ptuvtsiM) o"d .o8id.t s.wml Jactors wh 6 k trpc ol
indlstry and.re.lit h.bi.s. Wse int no6 o.alrzbs th. dmfi rcno ia nor. .Lpth b,6har questiont tuch s:
vhat b ct..t, .wiLtbL that roon colu ba t&en, \,jh.th.t fryl ,Mrs .ouU wn b. eU otd eh.th.r .ern nr!
.at b..q.d..l i, th. th. up.Mint.llv qrlck ntio it th. tutio b.tw..n curcnt att.tt ni.w iwe.toiet with
fwc, dzbr Th. irt.tbry n' .umnt 6s.ts lrtudiry Lr.b at low aad ofi.n aq.ti.nc.lrctuitiont ia ptic.
6<l ofa ftslh in losks i^ th. eyqt oI lhui.bnd. Ttu c6h tuno i! th. rctio b.tr.a CBh pl4 shoi-nn
rkoiti.r inran-'ar t h.lebi|leftt.



Eftcts Ol Cuvc,tt Ratio And D?bt-T6Equitr Rotio On R.nm On Asset And Ret^m On E4uit!

Soleear! ntio can be the debt runo @d debt-to tuai .quiry rutio (DEB). Abililt ratio i! th.
i^t r.st cow,aie roti.t OCR), Actiri' tutt bj irctuda r.i.iwble a.nor.i 4nio, invnb.i tuni.tv,. incl taal
att.t tumov.r- D.bt mtio thoes th. p.oponib| b.tv..t th. liabilit, whi.h is owd b, the .atir. .sht..
Th. hith.t th. p..r. dg., rh. t.tultl t.ad bb. th. nor. rcbltt ritklor a4.litoB ond inv.stors. Thit totio
d.rrib.s th. .odpatison DER, d.bt o^d prtuat .quiry in th. fundi^s ol tt codpanr @d thows th.
abilitt ol prtuat .quittfrm bru.t oll oblisdnoB. Itut.rt Covm9. nado (lCR), this.otia is.u atn
.tdins rctio (cowtuE. tutio) tuasues thc obititr oJ th. tutfuh.nt ol th. oblisanor oJ uiul iatcr.rt
eith op.rcti.E proFt (EBIT), th. .nen rc ||hich opznna| prcft ca, bc dtupp..t withott .ausi^t faitutct

$>tha fulfiltunt ofth. oblitotton ta pa! i,t t.tt low.
,;. -., :., , .i . :, ..,

s nnd r.ium on equt\

m,rptuknt ttudt u!.d cu..nt tulio (CM) ond d.bt-to4qrit ntio (DER) at rtc ind.p.Nknt
a,iabLt. i tt, .:, i., r,:, t: |ROA) uad relurn .n .qut\ |ROE

G.oss pnft D,o,str thb rctio tu@r.t h. .ttciq.r of its prcA.dion @st codtol, indi.u.s th.
anp@rt .bititr ,o p,odv. .triiad, tD Nt ptilrc@ b. ea th. tu,tin p.. uit oI the produL eha it is
low tha th..omsdt it ^i iw b ia flnp.titori.
inn\r\t na.l rat.r rt,t'!u ,t\nr:n rtEi jti t,t,)tn tttr' "rdrit\ rhe net F)ljt lfi.t n&(s -lt,r\t llr1n, ,,,,,,
y|\l|n|I||h.|nnnh.^||||llh.n<1|a,il||kjn]\l'|!l|.n|\.n|1\}|l|1\h|rl||].|r1|l1f|h|||||||1\i

':.i..::ii,.

t,' , ti t .li lrthyted os dir td.hds Rcttm @ Att.tt. This n io i.dicotes ttu @npo.yh dbilit, b g@6t op.tutitg
pntfr .o,,ean.l wA h. btal B.as i^j.tkd, thc gn.tt . th. ,u&.. th. rdtio ihdicotes thot th. cot 4Nr! it
M.oitiztt Rdm d Ea.i.t hit ratio ia.lidt t th. conpan!'s abilitr tr s.ettu rct pbft allq taa
.o'npar..l to h..ap 4l nt.tr, thz laryl th. n!,'b.. th. ntio i li.atcs that th. .o6p6f i! mrc .fui.nt /t. oJ

As..! n^ h. Foudarion oJ th@tt of Ekarh abow. th. hrpothesn oJ thir fts.arch is!-'
I I i' I rr t, ri ilnlt) 1tl,, r nrt4 | dnii \ L) ktu t I U,,r\ | t\
t11 l).bt to Eari\" k. n.ttt,trrD irntl\ k'R.tt.,n Or A$rt

.. R.tu,n On E4ritt^ ,...
111 l)t hr tu t:art^ R.|r' (tra t rotlitunrl\ x' R.tr' I t rt lllnr^

]I] METHOIX
Th. pEsdt nu.r! vat o q@^titati9. nvarct ai^B th. ntltipL Un$r ,.gr.tti.n a4lytb. A total

of to.onpani.s w edpl.d, obscncd lot a p.nod of l r.an hon 2oto to 2ou. Ddtd *et. tdr^ hon
th. ln.lon sia Stock E .hont.. This $/d! 6ed the pr.posir. tu'nplinc tuthod vith th.lollowirs tanpl.

Nunb.r olJood o"d b.ydat. stb sectot compa,iet lbtul ia thz ISx
Codp@l4 illl/.6itt.n r istuirs Mel frpons
Nunb.r olsanpks

J. L Op.tutio@t D.fditio, of Vo.iabLs
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vanzbl.s 6 th" ,a@n h: th. er.areL n Rdum On /dkb ud R.ilig' ot Faui'r.
R.tum M 6s.tt (ROA) 6..tsr..s.et i4to@ utiaE tot4l.s.'i i! , in t- l,rn"trk,t a\ (EdninS B4or.
Tu6: total asktt) t IOO%
Rctum on .qtiry IROE) $ a dtio b nelsure ! companyi6 .bility to !6c ir6 rcoorrc.s ro gdqarc rctun on
.quit!. 7h.lodulo it: (Fi.niaS Al1.r Tes: Toral F4uid x lU%

Th. i^dcp.n l.nt wtiabl. in l/'lit ttu.lt it th. Cute.t Ratio on l Ihbt to Equit, Rano.
Cuacnt Ratio (CM) 

^..suct 
a co6pay\ ability to tu.t slb a.n oblitatim. C@ b. Jotwltt..l:(dmt oss.ts diei.L.l Curr.tt Liabilin$) nws 100*' Debt 

'o 
Equitt Ratio (DER) it th. tati4 b.t\|..n th.

t tu[.Iebr qai$t thz total.qtiq. C@ be lottuLr.d: (Totdl Debt ditid..l th. dholnt ol eaulr) tidet I0O%.

3.2.1,. t... F r:t,tth.Mod.t
Ttu I t,nr,)\rs.dhtknttut.Drlne$nlJxnl r,,, ur))tt q tnetht',, n,n

.1.3. Clasic A$uapno^ T.sl



Efrectt Of Cumnt Ralio And Dcbt-To-Equi, Rdb On R.tum On Assa Atd Retum On EE ity

A 4otu|iry h$ it to t tt th. nordaliry o! data. Th. pftaau stud, rced nukicoli.eqnry test a4.l
h.tw@da$ici,! t s.
3.4 i!,t "!., ' T, '1,:!( li,\ .rd l)l,R {.re r.sred igid:r lh. conpaniB pmtir.bility r\ pfuxr.d by rutln ,n ds!.t tnd r.turn u
eqr'^ t\'\! th \trt'tt't.ln.r"rL't\'"" t'r,1,\,\ 'rr 

(r'; \tr- tr r', ' lr\tl Th. lin.ar .qutiont at :
ROA = a! + b t CM + b2 DER +. ................................... l.qutioa | )
ROE = 4, + br CM + A DER + . ............,...................... k4wtlon 2)

DEN =

ROE =

Dtbr-to-.ryit! tutio

3.5. Coclici.nt olD.t ni6ti!$lf) -
Co.frci.nt of da.h nano^ lR') eat ut..l to .Lt mtir. to |'hdt dt nt th. dod.l .tpl4la th.

.t p.id r w.iobkt. A !tuU wlu ol R'1Ardi@kt ,h.9ca loe abilitt oJ i'd.p.d.d w.it'bLt to .'pl4ti
rtu .Lr.nd.n, vriabLt (GhoztA, 2Ol6).

Ih.,t l.l of th. p..sent sndt BF'

1i!w( I (.,r ?Pnk|l tiort(r.tt

tt.REsuLTs

1.t Mo.Ll Goo.h.st4!-fi I.tr 1i4.tt)
R.tulB of th. F4.tt of ROA an thow by th. ANOVA tobL 6:

Tabl. 6. Mutt-f-frt t st tF].et ol ,h. tud.l

'tt r.Nrad vdriabL: PO

'PEdi.toB: (c6ttut), DEL CM
sd..: AdirJ.L! Fe.nrl

R.stllj of th. F-t tt of ROE .r. shom ln Tabl. 7:

Tabt. 7. Gedn ss4frit t st tF4.stt ofth. do.l.l



Efects Of Curunt Rotio Ad D.bt-Io-E4uiD Rdio Ot R.tum On Asset And Reum On Eaui ,l

n idu! 2t96 t7 qu2

' PEdehd: (c6!@). DE . CM
Sore.Au66 d.L t u,rr"

3.6. CLtti. Arilwtia T.tl
4.2. I Data NorMlitr T.st

Nomlitt t lt B. Norral P-P Plot R.st.ttion shovs that clcto tptc^.l atuuan and alons thc
dlalonal lbe, w.nlns .latd oru noml1! dbtlbut.d; thus, th. pr.prt ttudt lantfies the Asunption ol

For ROE thoes thot .lata spQa.l orcutul onl olong th. .li.zonal li4c, ru.niq data a.. tu@lly dittribut.d:
thut, .h. pE cnt srud, t4futfi.t t^t atsranod of Mrulit .

1.2.2 Mrldaninarirt T.tl
R.tuus oIth. nlrticouiva tt t.tt oJ ROA or. thovn inTabl.8:

Tabl.6 shows thdt th. ToIl volu.lN 0.lOsdVlFis lO, in llcotiry n4 ntki.ollin otitt in this stt d!,

n tlb ofthe tuUcouin.trlry E of ROE dr. shon in tabL 9:

' D.ErA^t V.d.tL: NOE
So!&r,l.rh@ &tu r'r$c!t tig

Tabkg rho$ d tot ''tr.. valu of o.t odwF tol:l>h", th.te is 
"o 

nuttr"ltin?anlr i rh. {u.tr

a.2.3 E tctultc.b'ti.iry f.tt
Rcttut oJ th. h.ta.@..dratitr ,.r, of nOA at. rhaen 4Ng 62 .lo.s lpt.d d^dotuly aboy. and

b.lov z.ro on th. v-atilu?N do dot thov art po.tictlat pan.m:- i 
^, 

, , I r, th. t. r no h.t.roi .dd\! t.iry
qlhe resretiun tu.let. ihut.thc regrcsion nod.l t\ lnal ltran n,\', dttutna.th..tta!\ofth.
tndcpcnde w,i.bles on th. .1.p?tul.nt ,aia bt.i oJ the stud\

Rcrdtr oI th. h.li?rc.darn.ilt ElI of ROE at rh@D d6t th. dq;:.rpt.ad turd.ntt abow and
b.loe z.to 6 th.lail 1t,", Itt.r.ttnohptaon.ddenit,ta ( \tud\: lh. r.xr.\:ron Mdpl tdn oe
6..1kt 4etemitu th. '.tr. {the ind.pend."t vutut .s (h th? d.p.nd.nt riohl. Rt)a )

43 hpoth.rk T.srtdt
At thon i. TdU. E, th. tuhph t.8t.ssi.^ .quanoa 4lnd.pa.t ndt vaddbls (CRA awl DER) atoi^s
th. .!.p.^d.nt nri4bL (ROA) lt :
nOA - A.08 + AOIJ CM + Al 17 DER r .
Frcn Toble 9, th. Mltlpl. r.8rcstiot .q@tion oI lntkp.nd. wtiabL! (CM a"d DER) qaiMt fte
.l.p.ndat vandbl. (BOE) is :
ROE - -0.360 + A069 CRA + O.1U DER + .
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1.1Co.fr.id Dann@rr

n Al,Lr,tlc@l: De\cta

SM.: Aabft aa. rs.ttht

A' 'bn in. obL lo, ottj"ra n qam ot d.'irtt
n.ial,l. tt R.l nnt lrl.R),tt Rt).\ ".r. la9 %. vfit tla
wri.tbLt not i6lud.d bt th. Md.l ol th. ttunt.

L fubA lbIfu): DEA. CNA
h. D.drLtu Vubr'd : nOE

tu,nta\ !r,!: the ella.t' oIth" i^dq.nd.nl
@itnt 85.1 % v.r. 6.ct d bt oth.r

s.w:^94....&bpwti.a

Vhih in Tdh t t , odiltt d R 
'qu... 

of 0.386 6.a.i'tE thtt th. d.ct' ol th. i,td.pale"t va,tabb
(CnA a D4f;J oa eoE wt. 38.6 %, bnib h. rcnaini,s 61.4 % ||.t. ai6t.d br oth.r wriobbs not
i,,.hAd i. trc naAd ofrh. n dt

U DISCUSSION

5.1 Ef.dt ot Cunar Rttio q Rctum on Attat
Tabk 8 rlbw that CM lat a 

'i,,ficonc. 
l.wl oJ0.0h, N4^id8 thtt CRA h4r o Porittw .:i.a

on aOA o! 0.033. dab tho|' that uy l* inc..6. ir cttftn! ott.tt vill cdu. RoA ,o bo.at by l3a.
T,B, Er ttatitt tt4t ceE^t .otio hai 6 6.ct 06 RO h ec.pE l.

L.tultt o! th. pr.tcrt s&!ry arc @istat ,ith ,rot o! paios a'd,y coatuena Oy Uttaa a oLw
t:t)tt). ,ltktu,r rhi tut.n1 tdtti hus d tisnif.d.t .fi.It on fun i.t |.4)run&. Afilla oid Pada.,n

@tO tho|'d na ArinBiJru 6.frcd on rt. &,alt- drd n dt6-tiud cd.tFi3..' profubility r!
Ddi.d b EM 6eE.' in. ,,,, "-, trrJ\;.-n t'n. rth thtt 4 rrhtlh d (mls| $fi4 a aL (20t5), S[loM .ttd
A@i OOInarA Sa.i., al-'-" \' ..n L _r' t,'l i J". has o si(ait.att potnnr .f.d on 4tu,a on

5-2 4t .tt 6lbtbS4ritt Rati. M R.rlm e A$at
Tabl. 8 thows thal DEn hat o is"ilca,.. Lt'.| o! 0.fi7, tu@i^t ,lut DER ha a poritiw .fr.c|

o^RO ojO.I|?. Dato thote trat aay l% t^4t at i. d.bt-tc.qritf rutio will clttt. ROA to in r.6. bt
) 1.7%. Thut, E, stat,'t tlut tkbaoaqdry tulb h.t q.fi.ct oa ROA it dc..pt .L

Th. pr.t.at tndt it cNiir.,, ehh that of adtani (2011) |'hich tho|'..l ho, ,l.br'to-.quit!
ratio bn a potiti9. .fr..t on pr-frtdblo']. Wibovo ad Vnotu (2012) thttw.t thdt .1.bt-t6.qsirt ntio
tud o tugtiv .i.ct oi ptoflttbUltt.

5.3 F.t .1t ot @n nt R,,to 6 R.nm 6 Eqtirt
Tdk 9 tl@|9t ,hat CM htt a tisnificaE. l.El ol O.O3@, rcari|t ut CM hat a Poritiv

6.ct d ROE of AMg. Uta tndbt.t th.t on! l% iMtM. ia ct qt a$.tt will cdrs. ROE to iEr@t.
br 6.9*. Thu, fu st,,t,'S l|4t clnnt tutio h6 q.t ct d N)E it occ.fl.A

Th. pnt.,t! ttudy at @Btttat wilh lal o! Ao e .t .L AU1) indicotbt thdl crftnt rutio hat .
ttsaficait 6.ct d frwr't pcrfuw la rhcit tutt ol SME , Artilo ond Pddachi (2016) thoecd ltot
U.LaD hal a ttsafrca t 6.ct o ROE St,dt,rr, . 

'n/dy 
bf A'd .t aL (20t8t d ntitcr..l cont@h' in

PaE ta, tlov.d tlr.t .rtuil tttio M z Winv d.ct N nna on .quiry.

5.1 Ei.clt d Mt-to-E4ui t Rotio oi R.Nd o Egartt

Tab.I ll. Motul SM

37 | Pa8.



Toble 9 thow thol DER has a sii^iJicdnce lcv.l oJ 0.0000, tuanine thdt DER hat d positir. .i.cl
on ROE oJ 0.164. Dah ihtw ahgt diJ l in.r.otc i, debt-to'equiat rdtio |9iI coLi. ROE to inc..6e bt
48.1%. Thut, H.stating that debt-to-eqait! tutio hot ai cf..t or ROE is a...pt.d-
Th.se t.subs arc coasistent \|ith thosc of Utahi (2016) that show.d th4t debt'to-equiry ratio had a

si8nil.ant positive et@t on rcttm on eqtilt. Qvrdls .t 01. (2018) shoeed thdt debtao'equitl tqtio h4d 4
sis ifca.t elJe.t oi proftdhitity oJ d .ow6t.

vL covcLusloN
fabl 6 sh.vs that th. tu l.l tt fu ac.ourn^8 lor th. .fi.cts oJ un N rotio L'td d.bt-to-.qtiry

mtio o" ROA. eith d si9^ifra%. kwt ofo-Ol9 0.05.
TdbL T shovs ,hat th. Md.I abo fts lot e.o6tinS Jot the .tects ol cut. rono and .l.bt.to-

.quiD ntio on ROE. vith o si9^ifcdc. Le.l ofO.O@ 0.05.
Thc Jor.eoi"E dtultsit slbes that cutrc ntio aad &bt-to-.4uirt @tio ha!. o Potinr. .I.ct on

ROA at a tis^ifbarc. k'.t of 0.019, t.ss th6 than 0.05. Ftr1h.tur., ctn nt rcti4 ,rd .Lbrto'.quitl
,atit alto hov. a positire efect on ROE 4t 4 sisrift.at. Le.l of 0.0N, k$ fiaa o.o5.

R.sa s ol th. .otetatioD .o.fr.i.nl ,,st sho|' an adjurt.d R4qurcd ol0.t19 Jor RoA This
tho|'s that .\Itnt n rr add d.bt.ta-.quL1y tutb hav. a e.ak .f..t ol onlt )4.9 o1 noA, *hih th.
ntuininP E5,
,","^"t,i,n,,"r",4nritntr..,ndh,nrtttrI",.itatusaIunD\.r,fi\edasettumareL!n:sPn4tl
n.r(ir,4.ttrolitMr|in.r"l , t'' ,.,,r/ \

R.rlbs ol rhe r.cr.sion @.frchnt t rt shop d ddjusted Rtq@rcd a386 for RoE. Thi! shou
hat cun nt lig @d dabLb-.quir.dta ha'. a M4i@llt stro"8 elect oJ onlt 36.6% 6 ROE, whil. tr2
nrui^ine61.| ,j : :'
,r,h r,,:."t\ trr," t.tat dset tumo\r., lit.d tr\si Ltmal.t, in\\'nruJ turnorrr n.t r Jn narln. --1

ThiJ sttdt hu li'nitoli.N in Etu oJ th. p.riod u.d.t ttvdt and dalo ovailabla o" th. I^don.\id
StocL E chang.. Furth.t $uAict 4rc,ecwnd.d to inclu.lc variables relat..l to sotu.rct rctio dnl
actieity .atios. Ad4inMb, th. 

^a.tu Ioctots, tu.h 4t i'{latb^ rat.. shouA be iicluded nt in otdq lor
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