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Abstract: This study aims to examine the effect of firm size, firm 

age, solvency ratio, interest rate and growth rate on the 

performance of stock returns on manufacturing companies. 

Research data uses financial statements of manufacturing 

companies listed in Indonesia Stock Exchange as many as 77 

companies as a sample with the research period from 2014-2018. 

Research method uses hypothesis testing and multiple regression 

analysis. The results showed that the solvency ratio and growth 

rate had a positive and significant effect on stock returns. 

Meanwhile, firm size, firm age and interest rate have no effect on 

stock returns. Maximizing investor stock returns and company 

profits can be realized by paying attention to micro and 

macroeconomic factors in the form of solvency ratio and growth 

rate 
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I. INTRODUCTION 

Data from Badan Pusat Statistik (BPS) in 2019 recorded 

that the manufacturing industry in Indonesia contributed 20% 

to the national economy. The large market capitalization value 

of the manufacturing industry sector is a special target for 

investors in the capital market. The capital market is a forum 

that bridges investors with companies in investing their capital, 

and becomes one of the pillars of economic growth. Capital 

market performance that is running well and is healthy is one 

of the foundations for the development and economic growth 

of a country [1]. 

The capital market is a medium and a means to measure a 

barometer of a country's economic growth. The capital market 

provides an instrument to bring together two parties between 

people or corporate bodies that need funds and other parties 

who are excess funds [2]. According to [3], many practitioners 

and academics consider trading volatility on the stock to be a 

useful technical indicator in measuring market strength 

because trading in the capital market informs stock market 

behavior. 

The scope and form of a simple investment instrument can 

be seen from bank savings account holders and to complex 

forms in the form of investment in bonds, deposits and stocks 

[4]. Investment decisions taken by investors need a form of 

careful planning. The initial stage in investment decisions can 

be done by defining and describing investment ideas, then the 

second step is carried out by determining the types and variants 

of investment instruments and finally realizing the ideas and 

decisions taken [5]. Investing in stocks is a risky decision. 

Investors need to understand and have sufficient knowledge in 

the investment field [6]. Research by [7] explain that the 

disclosure of information for investors and the conditions of 

the economic climate also affects investors' interest in 

determining financial planning and investment decisions. 

Research by [8] explain that stock return are the return 

given to investors for investment in a corporate entity traded 

on the capital market. The returns received by investors are in 

the form of dividends, capital gains or losses. Stock return is 

an important element in determining investment decisions for 

investors. The greater the return generated, the higher the 

attractiveness of investors [9]. One of the objectives of 

investors in investing is the desire to obtain maximum return, 

for that investors should be aware of the factors that also affect 

the movement of stock performance. Researxh by [10] in 

their research conducted on non-financial companies listed on 

the Pakistan Stock Exchange found that there is a relationship 

between micro and macroeconomic variables on stock return. 

Micro and macroeconomic factors such as firm age, interest 

rate are proven to have a positive effect on stock return, while 

firm size and solvency ratio have no effect on stock return. 

Research by [11] argue that the size of the company with 

large assets does not always contribute to high returns. The 

size of the company with asset capacity and smooth cash flow 

is considered to be more able to provide maximum 

returns.[12] in their research also suggest that the size of the 

company with a large market capitalization indicates a 

stronger financial structure, thus obtaining higher investor 

confidence and a better rate of return. Research by [10] 

explain that the age of an established company is proven to be 

able to use their business experience in leading the market, 

thereby encouraging an increase in company stock returns. 

Research by [13] suggest that company age plays an 

important role in stock return performance. Companies with 

more mature age tend to look for sources of financing to 

finance their business operations. The debt capital structure is 

generally taken to gain benefits in the form of a reduction in 

income tax (interest tax shield) so as to maximize company 

returns. 

[14] explain that a more mature company tends to be more 

profitable for investors than a company that is still young and 

has not operated for a long time. [10] argued that the 
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determination of the interest rate increase policy has an inverse 

relationship to stock return. Companies that use a debt 

financing structure will bear a higher interest expense. 

This condition causes investors to be more dominant in 

balancing their portfolios by selling stocks and 

transferring their funds to investment options which are 

considered to provide higher returns, thus impacting on 

the downward trend in stock return.  
[15] also suggests that an increase in interest rate causes 

shocks in the capital market which results in a decrease in 

stock return, thereby reducing investors' interest in investing 

in the capital market. 

[16] and [17] found that the solvency ratio or leverage 

plays an important role in stock return. Companies that bear 

debt that is too high of their total equity are deemed not good 

for the sustainability of the company, causing concern for their 

shareholders. Investors do not get the level of compensation at 

companies with high solvency ratios. A debt burden that is too 

high causes a decrease in stock returns, which is followed by a 

shrinkage in the company's profits. 

Research by [18] explained that economic growth is the 

national income of a country which is expressed in the form 

of GDP (Gross Domestic Product). The increase in economic 

growth will spur the growth of various lines of economic 

sectors so that it has an impact on the increase in stock return 

received by investors. [19] in their research explained growth 

rate will spur people's purchasing power, this condition 

causes the company to score higher profits than before, so 

that an increase in economic growth will increase the return 

on shares obtained by investors. [10] that an increase in 

growth rate actually has an impact on stock performance 

decline because investors will look for investment 

opportunities that provide higher returns amid increased 

economic growth. 

Indonesia as a member of the G20 which is included in 

the ranks of largest and influential economies in the world is a 

special value. The large volume of stock transactions at 

Indonesia Stock Exchange (IDX) makes IDX a liquid market 

in Southeast Asia region. Based on previous exposures and this 

condition, a study entitled Factors Affecting Stock Return of 

Manufacturing Companies in Indonesia. 
 

II. LITERATURE REVIEW 

1. Stock Return 

Investing in shares is a form of investment instrument that 

is in great demand by capital market players. The large profit 

factor and high risk that make stocks an investment option that 

provides high returns for investors [4]. The amount of results 

obtained is the creation that influences investor interest in 

investing [20]. 

Stock return are an important component for market 

players and financial analysts in determining investment 

decisions and forecasting market conditions [21] states that 

investors have a better chance of return if they can analyze 

macroeconomic components in making investment decisions. 

2. Firm Size 

Research by [22] shows that there is a negative and 

significant influence between firm size and stock return 

received by investors. This condition explains that small-scale 

companies produce more stock return when compared to large 

companies. Research by [11] shows different results in which 

there is a positive and significant influence between firm size 

on stock return. Firm size is considered the main factor that is 

good in determining the level of stock return. Research 

conducted by [12] shows positive and significant results 

between firm size and stock return. 

 

3. Firm Age 

Research by [23] shows positive results in which there is 

a significant a nd positive relationship between firm age and 

stock return. Investment opportunities in mature companies 

are considered better when compared to companies that are not 

yet mature. [10] in their research results also show a positive 

and significant relationship between firm age and stock return. 

Another study conducted by [13] also states that there is a 

positive and significant relationship between firm age and 

stock return. This condition explains that mature companies 

produce higher stock return when compared to companies that 

are still ordinary. 

 

4. Solvency Ratio 

           states that the solvency ratio or leverage has a negative 

relationship with stock return. Large leverage is assessed as the 

source of the threat to the company's business continuity. 

Research conducted by [17] also shows the same decision that 

there is a negative and significant influence between the 

solvency ratio on stock return. Meanwhile, research by [25] 

revealed different findings in their research, in which there is a 

positive and significant relationship between leverage or 

solvency ratio to stock return. The amount of the company's 

solvency ratio is considered to have a good impact on the stock 

performance received by investors. 

 

5. Interest Rate 

Research conducted by [10] found a negative and 

significant relationship between interest rate and stock return. 

High interest rate cause a decrease in stock return. Another 

study conducted by [26] also found similar results in which 

there was a significant negative relationship between interest 

rate and stock returns. Research conducted by [15], [27] also 

found a negative relationship between interest rates and stock 

return. The increase in the basis point of interest rate carried 

out by the central bank through monetary policy causes shocks 

in the capital market which results in a decrease in stock return. 

 

6. Growth Rate 

Research by [10] in their research found a negative and 

significant relationship between economic growth as 

measured by GDP growth rate and stock returns. The 

increase in growth rate actually causes a decrease in stock 

return received by investors. [18] in their research actually 

found different results in which there was a positive and 

significant relationship between growth rate and stock return. 

[28] also state that there is a positive correlation between 

growth rate and stock return performance. The increase in 

economic growth will provide higher stock return for 

investors.METHOD 

The research design carried out in this study is a hypothesis 

testing. The purpose of this study was to ,examine the effect of 

independent variables, namely firm size, firm age, solvency 
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ratio, interest rate and growth rate on the dependent variable, 

namely stock return. Panel data models contained in panel data 

regression, namely common effects, fixed effects and random 

effects. The available data is in the form of financial statements 

of manufacturing companies listed on the Indonesia Stock 

Exchange during the period 2014 to 2018 which will then be 

processed and tested using the e-views 9 software. 

 
TABLE I. VARIABLES AND MEASUREMENTS 

 

Variables Measurements 

Firm Size Log (Total Assets) 

Firm Age No. of Operating Years 

Solvency Ratio Dividing a company’s total liabilities by its 

shareholder equity 
Interest Rate Annual interest by government for company 

Growth Rate GDP annual growth rate 

 
Multiple regression model is statistical technique used in 

making decisions by estimating the effect of the variables 

used. The Equation of multiple regression analysis used by this 

study: 

SRit = α+β1FSit+ β2FAit+ β3SRit + β4INTit+ β5GRit + e 

Keterangan: 

SRit = stock return 

FSit = firm size 

FAit = firm age 

SRit = solvency ratio 

INTit = interest rate 

GRit  = growth rate 

 
III. RESULT AND DISCUSSION 

Descriptive statistical data testing aims to provide an 

explanation of the characteristics of the data. Table 2 presents 

the results of descriptive statistical test in the form of the 

average value, maximum value, minimum value and standard 

deviation. 

TABLE II. STATISTIC DESCRIPTIVE 
 

Variable N Min Max Mean Std. Dev 

SR 385 -0.986359 2.594156 0.079903 0.451462 

FS 385 10.60293 14.53746 12.27259 0.705017 

FA 385 3.000000 37.00000 22.37662 6.250081 

SR 385 -5.271743 9.554518 1.162402 1.412297 

INT 385 0.042500 0.077500 0.060500 0.014107 

GR 385 0.048800 0.051700 0.050320 0.000940 

Based on the results of the Eviews 9.0 output that has been 

obtained, the panel data regression model is suitable for use in 

hypothesis testing to analyze the factors that affect the stock 

returns of manufacturing companies in Indonesia, namely the 

Common Effect Model. 

TABLE III. T-TEST RESULT 
 

Variables Coefficient Prob. 

Firm Size 0.010156 0.3364 

Firm Age – 0.000420 0.7519 

Solvency Ratio 0.014608 0.0171 

Interest Rate –1.291173 0.4402 

Growth Rate 61.95757 0.0094 

The test results shows that there is no influence between 

firm size on stock return. This research is supported by [29] 

who also found an insignificant relationship between firm 

size and stock return. Investors do not see the size of the 

company's total assets as the main factor driving the 

movement of the company's stock price so that the company's 

total assets do not affect the amount of stock return. The 

results showed that investors are more likely to analyze 

fundamental conditions in the form of price to book value or 

the ratio of market value to book value as a reference for 

market players in assessing stock movements and prices 

rather than analyzing the company's total assets. Research 

conducted by [30] also obtained similar results that there was 

no influence between firm size on stock return. Large 

companies do not always have total assets that come from 

their own capital, but can also come from borrowed capital 

which costs interest, so that it has an impact on the company's 

low stock return performance. 

This study shows that there is no influence between firm 

age on stock return in manufacturing sector companies in 

Indonesia. This study is not in line with the results of research 

conducted by [10] which states that there is a positive and 

significant influence between firm age on stock return. 

However, this study is supported by [31] who found an 

insignificant relationship between firm age and stock return. 

This decision explains that the age of a company is not a 

determining factor in determining the rate of return on shares. 

Investors do not view company age as a major factor in 

determining investment decisions. Established companies and 

companies that are still young do not affect the rate of stock 

return, this is because investors are looking at projections of 

future company performance rather than looking at the age 

factor of the company. [32] also found similar results where 

there was no significant effect between firm age on stock 

return. Young companies with an established company are 

proven to be able to compete in the market so that investors do 

not see company size as a dominant factor in driving stock 

prices so that they do not affect the stock return received by 

investors. 

This research shows that there is a positive and significant 

influence between the solvency ratio on stock return in 

manufacturing sector companies in Indonesia. The test result 

is not in line with the results of research conducted by [10] 

which states that there is no influence between the solvency 

ratio on stock return.  However, this research is supported by 

[24] which states that there is a positive and significant 

influence between the solvency ratio on stock return. A 

company with a high debt to equity ratio is proven to be able 

to provide greater benefits for shareholders, if the company is 

able to use its debt effectively for the company's business 

development. Research by [33] also found the same results that 

there was a positive and significant influence between the 

solvency ratio on stock return. In addition, [34] also stated that 

there is a positive and significant influence between the 

solvency ratio on stock return. This study is in accordance 

with the MM theory with taxes in which an increase in 

debt will increase firm value due to tax savings, resulting 

in a greater stock return. 

The test result shows that there is no influence between 

interest rate on stock return in manufacturing sector companies 

in Indonesia. This research is supported by [35] which states that 

there is no significant effect between interest rate on stock return. 

Interest rate are considered not to have a long-term impact on the 

company's operations so that they do not affect the company's 
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stock performance. [36] also stated that interest rate have no 

effect on stock return. The contractionary monetary policy 

through the increase and decrease in interest rates does not have 

a long-term effect on stock return performance. Research 

conducted by [37] also found similar results that there was no 

influence between interest rates on stock return. Investment 

decisions also involve psychological factors by the investors 

themselves, so that the theory of the impact of interest rate 

policies on stock return is not always proven. 

This study shows that there is a positive and significant 

influence between growth rate on stock return. This condition 

explains that the growth rate of GDP (Gross Domestic 

Product) in a country affects the increase in stock return. This 

study is not in line with the results conducted by [10] which 

states that there is a negative and significant effect between 

growth rate on stock return. This condition explains that the 

increase in growth rate causes a decrease in prices on the stock 

market, thus reducing stock return. This study is in line with 

[19] that there is a positive influence between growth rate and 

stock return. This reason is based on the fact that increasing 

GDP means that people's purchasing power increases. With 

the increase in purchasing power, the company will score 

higher profits, thereby increasing the company's stock price. 

Growth rate also drives the rate of growth on the financial 

market so that it correlates with investors in the capital market. 

Another research conducted by [38] also got positive and 

significant results between growth rate and stock return. This 

study is based on the correlation between growth rate and stock 

returns showing a dynamic joint movement. High economic 

growth with low economic risk volatility will have a positive 

effect on stock market performance, which is indicated by the 

increase in stock return received by investors. 

 
 

IV. CONCLUSION 

This study aims to determine the effect of the independent 

variables, namely firm size, firm age, solvency ratio, interest 

rate and growth rate on the dependent variable stock return in 

77 manufacturing companies listed on the Indonesia Stock 

Exchange in 2014-2018, it can be concluded that firm size, 

firm age, interest rate have no effect on stock returns, while the 

solvency ratio and growth rate have a positive and significant 

effect on stock return. Suggestions that can be given to further 

researchers are adding influencing variables such as price 

earning ratio. 
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