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Abstract. The research study examines the connection between stock prices and
financial performance, with information technology (IT) investments as a
moderating variable. The sample consists of 41 financial sector companies listed
on the Indonesia Stock Exchange between 2019 and 2022. The data analyzed
includes stock prices and financial reports, employing the partial least square
(PLS) method using SmartPLS 4.0 software. The findings reveal that the current
ratio, debt-to-asset ratio, and return on assets do not significantly affect the price
of stocks, whereas return on equity has a significant impact. Furthermore, IT
investments moderate the effect of the debt-to-asset ratio on stock prices.
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1 Introduction

The real sector can grow with the support of the financial sector as its driving force.
The financial sector provides borrowers with access to a wide range of secure and ef-
fective financial products, thereby fostering investment and economic growth. The fluc-
tuations in stock prices in the investment world are commonly referred to as the capital
market [1]. Stock prices are one of the key factors considered by investors when making
decisions and seeking opportunities to allocate more funds to the most efficient capital
markets [2]. The Composite Stock Price Index (IHSG) serves as a measure of stock
price changes in the capital market [3]. In 2019, prior to the COVID-19 pandemic, the
financial sector stock index was traded at around 1,300. However, when the pandemic
struck in March 2020, Indonesia’s financial sector stock index plummeted to 900 within
a matter of weeks [4]. Furthermore, in early 2020, the COVID-19 pandemic negatively
impacted the performance of the financial sector [5]. Nevertheless, the pandemic also
accelerated the development of the Financial Technology (fintech) system in Indonesia
[6].

The pandemic period promoted the functionality of fintech, which was considered
highly beneficial. Fintech has become the fastest-growing and largest segment, offering
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new service features and facilitating public access to financial products and literacy [6].
Bank Indonesia stated that the financial industry became more digitalized during the
pandemic. Technological innovations in banking from 2019 to 2022 have demonstrated
how Indonesia’s financial sector has transformed since the onset of COVID-19, with
rapid advancements in digitalization (www.infobanknews.com). Digitalization in pay-
ment systems, which simplifies transaction activities, is expected to stimulate national
economic recovery (bi.go.id). This adjustment is anticipated to enhance the future per-
formance of the financial sector, which in turn may lead to fluctuations in stock prices.
Stock prices, whether high or low, reflect a company's financial performance [7].

The degree to which a business applies appropriate and accurate financial standards
determines how well its financial performance is assessed. Potential investors examine
the company’s financial performance reports before deciding whether to invest. Finan-
cial reports have the power to influence investor confidence in financial markets. Fi-
nancial reports are analyzed through financial ratios to evaluate a company's perfor-
mance [8]. The financial ratios used in this study include the Current Ratio (CR), Debt
to Asset Ratio (DAR), Return on Assets (ROA), and Return on Equity (ROE), which
are employed to measure financial performance.

The Current Ratio (CR) evaluates the extent to which a company can pay off its
short-term debt [9]. Previous studies by [10], [11], and [12] demonstrated that CR pos-
itively and significantly influences stock prices. When a corporation shows its ability
to pay off debt, investors are more confident about the company's financial stability.
Investor confidence causes stock prices to increase correspondingly, which encourages
continuous investments in the business. However, other studies by [13], [14], and [15]
has proven that CR either has no influence on stock values or has a minor impact. A
high CR may indicate inadequate activity and make it more difficult for the business to
create cash flow, therefore it is not always a sign of healthy financial health. On the
other hand, a low CR may cause stock prices to drop.

A company's debt-to-asset ratio (DAR) shows how much of its assets are funded by
debt by calculating the ratio of debt to total assets [16]. Since it implies that the com-
pany would find it difficult to pay off its debt, a high DAR is seen negatively and could
lead to a decline in stock prices and investor interest. Thus, stock prices can be posi-
tively impacted and investor money can be attracted by keeping a low and balanced
DAR to reduce risk and guarantee that the company can pay its debts [17]. DAR has
little effect on stock prices, per studies by [17]. Nonetheless, [16] discovered that DAR
had an impact on stock prices.

A company's net income divided by its total assets for a given year is known as return
on assets, or ROA. ROA evaluates how well a business functions, maintains, and gen-
erates money off of its assets. A company's performance will suffer if its resources are
not allocated efficiently, which will make investors less interested in its stock and drive
down prices. A stable and increasing ROA suggests that a company is prioritizing its
financial performance, which is a positive indicator of success [17]. According to [17],
stock prices are not affected by ROA, while [18] discovered that stock prices are posi-
tively impacted by ROA.
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Return on Equity (ROE) measures the net income of a company compared to its net
equity [19]. A high ROE signifies effective capital management, which can lead to in-
creased net profits. Profit growth could result in higher stock prices due to higher re-
turns on investment [20]. However, [10] found that ROE negatively impacts stock
prices and does not have a significant effect. On the other hand, [21] argue that ROE
shows no negative impact on stock prices. The increase in stock prices is not necessarily
influenced by rising ROE, suggesting that investors may lack sufficient understanding
of the company’s ability to turn a profit with its available capital.

Information technology investment is used as a moderating variable because of its
role in enhancing a company’s competitiveness and boosting profitability through per-
formance efficiency. This moderating variable was added to the study in order to ascer-
tain if investments in information technology might improve or worsen the correlation
between stock prices and financial performance. In today's business environment, when
reliability, speed, and convenience are critical for staying competitive, especially for
international corporations, information technology plays a critical role in corporate op-
erations. The integration of information technology (IT) with business strategy demon-
strates the importance of IT in business processes. The ability of the company to obtain
value or additional benefits from IT expenditures can be used to gauge this alignment.
Advantages of IT investment include gaining market share, improving outcomes, in-
creasing efficiency, enhancing business performance, creating new customer-focused
services and products, and improving the integration of internal business processes.
Investing in IT refers to expenditures on hardware, software, and shared services such
as consulting, training, and education utilized by the company or all its business units
[22].

The topic has been the subject of numerous investigations, but inconsistencies in the
results of previous research have been observed. This study aims to re-examine the
effect of financial performance on stock prices by incorporating information technol-
ogy investment as a moderating variable. Information technology investment occurs
when a company decides to allocate more funds toward actual IT expenditures to
achieve projected benefits.

2 Literature Review

2.1  Signalling Theory

Signal theory, according to [23], explains market issues involving asymmetric infor-
mation. Signal theory posits that asymmetry can be mitigated by providing signals in
the form of additional information to the parties who require it. Although this theory
initially developed in labor markets, it can also be applied to other markets with infor-
mation asymmetry, such as the capital market. In the capital market, asymmetric infor-
mation arises because of the unequal access to company information between insiders
and external parties.
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2.2 Agency Theory

[24] describe an "agency relationship" as a for of contract in which a principal (owner)
appoints another party, or an agent, to perform tasks on their behalf, granting the agent
some authority to make decisions. Agency theory helps to clarify the conflicts of inter-
est between principals and agents, which may arise due to information technology in-
vestments expected to increase business profitability in the future. Shareholders tend to
give management more control to expand the company or improve shareholder welfare
[25]. Generally, shareholders assess managers' performance based on key benchmarks
that can be achieved within a specified period. An increase in company profits will lead
to a rise in stock prices. Stock prices will also increase in response to higher demand
for shares [26].

2.3 Financial Performances

Financial performance, at its core, is a measure of how well a company generates profits
using specific metrics [27]. To assess financial performance, one of the primary meth-
ods is through financial ratio analysis [8]. Key financial ratio indicators include the
Current Ratio (CR), Debt to Asset Ratio (DAR), Return on Assets (ROA), and Return
on Equity (ROE). The Current Ratio measures a company's ability to settle short-term
obligations [9]. The formula for calculating CR is:

. Current Assets
Current Ratio = Current Debis

The debt-to-asset ratio (DAR) determines a company's capacity to pay for all its
assets using its debt [17]. The formula to calculate DAR is as follows:

R _ _Total of Debt
Debt to Asset Ratio = Total of Asset

Return on Assets (ROA) is a ratio that calculates a company's annual net income
relative to its average total assets over the course of the year [17]. The formula to cal-
culate ROA is:

Net Income

Return on Asset = m

Return on Equity (ROE) calculates the ratio of net income generated by a company
using its shareholders' equity [19]. The formula to calculate ROE is:

Net Income
Equity of Shareholders

Return on Equity =

24 Stock Price

One type of security, namely stocks, is issued to the company’s owners and other share-
holders who wish to receive dividends or other distributions from the company. How-
ever, the stock price, or the stock itself, is determined at the opening of the stock ex-
change and is influenced by supply and demand [28]. The stock price indicator selected
for this study is the closing stock price before the close of trading on the Indonesia
Stock Exchange. By calculating the difference between today's closing price and the
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previous day's closing price, one can gauge how the market reacts to economic shifts,
company news, or other variables that may affect stock prices [29].

2.5 The Influence of Current Ration on Stock Prices

The Current Ratio (CR) evaluates a company’s capability to settle short-term liabilities
by comparing total current assets to current liabilities. The CR indicates how well a
business can meet its working capital needs, which is crucial for maintaining stable
revenue growth and positively impacting stock prices. A high CR reduces the risk of
liquidation and mitigates shareholder risk, as current assets can effectively cover short-
term debts. As a result, stock prices rise due to increased demand for the company’s
shares when investors purchase them [30].

H1: Current ratio influences the Stock Prices of Financial Companies from 2019 to
2022

2.6 The Influence Debt to Asset Ratio on Stock Prices

The Debt to Asset Ratio (DAR) measures the extent to which a company’s liabilities
are covered by its total assets or the proportion of assets financed by debt. A high DAR
indicates that the company is taking on more risk, as borrowing becomes more expen-
sive, making it difficult for the company to repay its debts. Therefore, maintaining a
lower and more balanced DAR helps reduce risk and ensures that the company can
meet its debt obligations, which in turn can attract investors to purchase the company’s
shares [17]. Consequently, stock prices may be influenced by investor interest.

H2: Debt to asset ratio influences the Stock Prices of Financial Companies from 2019
to 2022

2.7 The Influence Return on Asset on Stock Prices

Return on Assets (ROA) is a metric used to assess how effectively a business utilizes
and manages its assets to generate income. A stable and increasing ROA indicates that
the company is prioritizing its financial performance [17]. Every company strives to
keep ROA high, as it reflects the company’s ability to manage its assets efficiently to
generate profits. As the company’s ROA improves, so does its profitability, which sub-
sequently contributes to rising stock prices [31].

H3: Return on asset influences the Stock Prices of Financial Companies from 2019 to
2022
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2.8  The Influence of Return on Equity on Stock Prices

Return on Equity (ROE) reflects a company’s performance in generating returns for
common shareholders and equity holders. A high ROE signals the company’s ability to
generate profits from its own investments [32]. Typically, an increase in ROE leads to
a rise in the company’s stock price. A high ROE indicates that the company is utilizing
its capital optimally to generate profits for its owners, suggesting better overall perfor-
mance [33].

H4: Return on equity influences the Stock Prices of Financial Companies from 2019 to
2022

2.9  The Influence of Current Ratio on Stock Prices with Information
Technology Investment as Moderating Variabel

A high Current Ratio (CR) can indicate that a business is not managing its investments
efficiently. When investors perceive this inefficiency, they may lose interest in purchas-
ing the company’s shares, leading to a decline in stock prices [34]. Companies can
invest in information technology (IT) to better manage their investments and excess
funds, gain a competitive advantage, and generate fast, accurate, and comprehensive
information for both internal and external use. According to [35], investing in IT ena-
bles companies to solve specific, complex problems and enhance productivity. There-
fore, effective profit management activities can demonstrate a company’s capacity to
generate profits. The CR reflects the company’s ability to manage its current assets to
meet its debt obligations. Shareholders who trust companies with a high CR will expect
them to be able to pay dividends, thus increasing demand and stock prices.

H5: Information Technology Investment strengthen current ratio in influencing the
stock process of financial companies from 2019 to 2022

2.10 The Influence of Debt to Asset Ratio on Stock Prices with Information
Technology Investment as Moderating Variabel

The Debt to Asset Ratio (DAR) reflects the extent of debt financing [17]. Managing
and utilizing debt can help companies acquire more assets, including intangible ones
like IT, such as software. Companies may decide to enhance their resources by invest-
ing in the necessary IT to achieve the desired value [36]. Asset growth, facilitated by
effective debt management, can lead to increased profitability. Effective management
can boost revenue and demonstrate the company’s ability to fulfill its commitments,
thereby increasing stock prices [37].

H6: Information Technology Investment strengthen debt to asset ratio in influencing
the stock process of financial companies from 2019 to 2022
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2.11 The Influence Return on Asset on Stock Prices with Information
Technology Investment as Moderating Variabel

The use of technology in business impacts all areas, including human resources. Re-
search by [38] found that IT investment has a positive effect on financial performance,
particularly Return on Assets (ROA). Given that investment is treated as part of the
company’s assets, ROA often serves as a key metric for evaluating how well invest-
ments are generating expected returns. According to agency theory, principals can en-
sure the avoidance of conflicts of interest by investing in IT to monitor and oversee the
actions of agents. Additionally, leveraging resources and practicing effective asset man-
agement, particularly through IT, can enhance revenues. This increase in profit will
drive demand for the company’s shares, leading to an eventual rise in stock prices [26].

H7: Information Technology Investment strengthen return on asset in influencing the
stock process of financial companies from 2019 to 2022

2.12 The Influence of Return on Equity on Stock Prices with Information
Technology Investment as Moderating Variabel

Information technology can gradually reduce business costs. By utilizing IT, companies
can provide high-quality services with minimal effort, thus improving revenue [39].
Return on Equity (ROE) reflects how efficiently a business uses its own capital. Lower-
level agents can also use IT as a decision-making tool under the supervision of the
principal, which allows for real-time capital movements and increased profitability. The
advantages of IT enable management to allocate capital more effectively, maximizing
returns on investment and improving financial performance. This improvement in fi-
nancial performance consequently leads to an increase in stock prices as the company’s
financial health improves [40].

H8: Information Technology Investment strengthen return on equity in influencing the
stock process of financial companies from 2019 to 2022

3 Method

A quantitative method was applied in the research testing. The following is an illustra-
tion of the research design:
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Current Ratio (X1) Return on Asset (X3)

Stock Price (Y)

Debt to Asset Ratio

Return on Equity (X4)

Information Technology
Investment (Z)

Fig. 1. Research Design

There are 105 companies within the population. Purposive sampling was used to
select the sample based on four criteria: companies in the financial sector that were
listed on the stock exchange, companies that reported software acquisition costs, com-
panies that regularly posted their closing stock prices on the Indonesia Stock Exchange
(IDX), and companies that released financial reports during the study period. 41 com-
panies fulfilled the criteria based on these factors. The study used secondary data from
www.idx.co.id, which included stock prices and financial reports.

The research, which used a descriptive analysis approach, was carried out using the
SmartPLS 4.0 program. Formative indicators were used to measure the latent variables.
Financial performance (X), the study's exogenous variable, is represented by the CR
(X1), DAR (X2), ROE (X3), and ROA (X4). Stock prices (Y) are the endogenous var-
iable, and information technology investment (Z) is the moderating variable that en-
hances the correlation between the exogenous and endogenous variables.

4 Results

4.1 Convergent Validity

Convergent validity is a measure of how well a construct and its latent variables corre-
late. The loading factor is the indicator used for measurement. An indicator is consid-
ered ideal or valid if its loading factor exceeds 0.7, meaning that the indicator is a reli-
able measure of the construct it represents.

Table 1. Outer Loading Values

Current Debt to As- | Return on Return on Stock IT Invest-
Ratio set Ratio Asset Equity Price ment
Current Ratio 1.000
DAR 1.000
ROA 1.000
ROE 1.000
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Stock Price 1.000

IT Investment 1.000

Table 1 shows that all variables have an outer loading value of 1.000, indicating that
all variables exhibit a strong correlation with their respective indicators.

4.2  Average Variance Extracted

An AVE (Average Variance Extracted) value greater than 0.5 is considered to indicate
significant and acceptable convergent validity. The following are the results of the AVE
analysis:

Table 2. AVE Indicator

AVE
Current Ratio 1.000
Debt to Asset Ratio 1.000
Stock Prices 1.000
Investment on Information Technology  1.000
Investment *CR 1.000
Investment *DAR 1.000
Investment *ROA 1.000
Investment *ROE 1.000
Return on Asset 1.000
Return on Equity 1.000

The validity analysis in Table 2 shows an AVE indicator of 1.000 for all variables,
indicating that all variables have significant and acceptable correlation values.

4.3  Cronbach’s Alpha

Reliability testing, using Cronbach's Alpha with a range of results between 0 and 1.0,
was conducted. A Cronbach's Alpha value above 0.70 for the variables indicates that
the variables meet the assumption of reliability and are considered reliable.

Table 3. Cronbach’s Alpha Results

Cronbach's Alpha
Current Ratio 1.000
Debt to Asset ratio 1.000
Stock Prices 1.000
Investment on Information Technology 1.000
Investment *CR 1.000
Investment *DAR 1.000
Investment *ROA 1.000

Investment *ROE 1.000
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Return on Asset 1.000
Return on Equity 1.000

The data presented in Table 3 shows that all Cronbach's Alpha values for the latent
variables are 1.000, which is greater than 0.7. This means that all variables fall into the
category of being highly reliable.

4.4 Coefficient of Determinant

The coefficient of determinant (R?) is used to evaluate the capacity of endogenous var-
iables to explain the variance in the dependent variable. The model's assessment can be
interpreted from the results, where a value between 0.19 and 0.33 is considered weak,
and a value between 0.33 and 0.67 is categorized as moderate.

Table 4. Coefficient of Determinant

R Square R Square Adjusted
Stock Prices 0.291 0,249

The data from Table 4 indicates that the R-square value of the endogenous variable,
stock prices, is 0.291. Thus, financial performance is considered a weak model in ex-
plaining stock prices.

4.5  Effect Size (F?)

Effect Size (F?) indicates the significance of the impact of exogenous variables on en-
dogenous variables. The criteria for evaluating effect size are as follows: a value of 0.02
indicates a small effect, 0.15 indicates a medium effect, and 0.35 indicates a large ef-
fect. Effect Size can also be used to assess moderation effects and explain the evaluation
of small, moderate, and large models. The following are the F-square values:

Table 5. F-Square

Stock Prices
Current Ratio 0.003
Debt to Asset Ratio 0.028
Investment on Information Technology 0.000
Investment *CR 0.001
Investment *DAR 0.057
Investment *ROA 0.027
Investment *ROE 0.060
Return on Asset 0.020
Return on Equity 0.094

Based on Table 5, the model shows that the current ratio has a small effect on influ-
encing stock prices. The debt-to-asset ratio (DAR) and return on assets (ROA) have a
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medium effect on stock prices, while return on equity (ROE) has a significant effect on
stock prices. Additionally, the model reveals that information technology (IT) invest-
ments moderating the current ratio have no effect on stock prices. However, IT invest-
ments moderating DAR and ROE have a large effect on stock prices, whereas IT in-
vestments moderating ROA have a medium effect on stock prices.

4.6  Hypothesis testing

In hypothesis testing, the correlation between variables is determined using the original
sample estimates (O), and the significance of the relationship is confirmed through the
t-statistics (T) and p-values (P). An initial sample value that approaches +1 indicates a
positive relationship, whereas a value that approaches -1 indicates a negative relation-
ship, as stated by [30]. If the p-value is less than 0.05 or the T-statistic value is more
than 1.96 (+ 5%), the hypothesis is accepted in this test. The outcomes of the hypothesis
testing are as follows:

R .\ Stock Price ROA

Stock Price 0223 '

IT Inveptment

T Investment

Fig. 2. Bootstrapping

Table 6. Bootstrapping Hipotesis

Samples M STD T Statistik P Value
Direct influence
Current ratio -> Stock prices -0.244 -0.175 0777 0.314 0.754
Debt to asset ratio -> Stock prices -0.153 -0.117  0.102 1.506 0.132

Information Technology Invest-
ment -> Stock prices

0.026 0.002  0.456 0.057 0.955

Return on asset -> Stock prices -0.630 -0.366  0.659 0.957 0.339
Return on equity -> Stock prices 0.787 0.705 0.388 2.029 0.043
Moderation Effect

Information Technology Invest- -0.803 -0.823  3.567 0.225 0.822
ment x Current Ratio -> Stock

prices

Information Technology Invest- -0.338 -0.304  0.147 2.296 0.022
ment x DAR -> Stock prices

Information Technology Invest- -1.449 -1.014  1.190 1.218 0.223
ment x ROA -> Stock prices

Information Technology Invest- 1.466 1.301 0.750 1.956 0.051

ment x ROE -> Stock prices
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According to the outcome of the hypothesis testing research, which are shown in
Table 6, the current ratio, debt-to-asset ratio, and return on assets have no influence on
stock prices. However, return on equity (ROE) has a positive and significant impact on
stock prices. Investments in information technology (IT) do not moderate the impact of
the current ratio, return on equity, or return on assets on stock prices. However, it has
been demonstrated that IT investments considerably and negatively moderate the im-
pact of the debt-to-asset ratio on stock prices.

5 Discussion

5.1 Current Ratio on Stock prices

The conclusion that the current ratio (CR) has no effect on stock prices is consistent
with studies by [41], [42], [13], and [14]. According to [43], the CR may not accurately
reflect the financial health of companies in the financial sector, such as banks and other
financial institutions, which have fundamentally different business models compared
to non-financial companies. The balance sheets of financial firms are composed of a
large proportion of liquid assets and short-term liabilities. Financial companies often
have access to highly liquid assets such as cash, marketable securities that can be
quickly sold, and money market instruments. These liquid assets allow financial firms
to meet short-term obligations without relying heavily on the CR.

Moreover, several external factors can affect stock prices, leading investors to over-
look a company’s liquidity. The COVID-19 pandemic is one of the most significant
external factors that impacted global stock markets. Investors focused on surviving in
a highly unpredictable market environment during the COVID-19. As a result, regard-
less of a company's liquidity, people began to favor safer assets like gold or government
bonds over stocks.

Government assistance was also very important. Investor confidence was strength-
ened by significant fiscal and monetary stimulus measures implemented by the Indo-
nesian government and Bank Indonesia to preserve the stability of the financial and
economic markets. This stimulus was frequently seen as a safety net that resolved wor-
ries about certain enterprises' liquidity.

The U.S. Federal Reserve and other major central banks' global monetary policy, in
particular, was a crucial factor in influencing capital flows to emerging markets like
Indonesia. Despite higher risks, investors sought larger yields in emerging markets due
to low interest rates in wealthier nations. As a result, the pursuit of greater returns took
precedence over a thorough examination of business liquidity. Major central banks' ag-
gressive Quantitative Easing (QE) initiatives also improved global liquidity, which en-
couraged investors to take on more risk, including investing in less liquid enterprises.
As a developing nation, Indonesia is also heavily impacted by the price of commodities
like palm oil and oil globally. The entire economy may be influenced by shifts in com-
modity prices. Key commodity price increases can improve national income and reve-
nues for associated businesses, increasing investor optimism generally and deflecting
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attention from liquidity issues. Expectations of improved economic development are
frequently linked to higher commodity prices, which makes investors more upbeat
about the stock market overall.

5.2 Debt to Asset Ratio on Stock prices

The conclusion that the debt to asset ratio (DAR) has no effect on stock prices is con-
sistent with studies by [17] and [44]. Companies with a high DAR are often perceived
negatively due to the potential risk of defaulting on debt obligations [17]. Excessive
debt also leads to higher interest expenses for the company, which can be used to reduce
its tax liabilities. As long as the business can continue operations and repay the debt
when it matures, the risk of default can be avoided, which does not significantly influ-
ence investors’ decisions to purchase shares [45].

Several external factors, beyond a company's internal characteristics, can influence
stock prices, leading investors to overlook a company’s debt levels. In the latter part of
2019, the COVID-19 pandemic started, drastically altered the dynamics of financial
markets. The Indonesian government, like many others, implemented massive fiscal
stimulus and loose monetary policies to support the economy during the pandemic. In
addition to providing more liquidity to the financial system, Bank Indonesia reduced
the benchmark interest rate. As a result, borrowing costs decreased and businesses had
better access to debt financing. Investors in this situation were more interested in a
company's capacity to endure and bounce back than in the amount of debt it owed.
Investor concerns about corporate leverage were also lessened by worldwide lax mon-
etary policies, such as those implemented by the U.S. Federal Reserve, which drove
interest rates to unprecedented lows and made corporate debt more affordable and ac-
cessible.

Indonesia's financial markets were significantly impacted by global fiscal and mon-
etary policies. Major central banks like the European Central Bank and the U.S. Federal
Reserve have implemented quantitative easing (QE) initiatives that have improved
global liquidity and stimulated capital flows to emerging countries like Indonesia. In
these markets, investors were more inclined to take on risks, particularly issues related
to corporate debt, and frequently looked for greater yields. Additionally, corporations'
borrowing costs were lowered by internationally low interest rates. Since lower interest
costs made debt easier to handle, investors were more concerned with economic recov-
ery and growth potential than with corporate debt.

There was considerable market anticipation from 2019 to 2022, especially following
the early stages of the epidemic. Stock markets quickly recovered from a steep drop at
the start of the pandemic, propelled by hope for COVID-19 vaccinations and economic
recovery. During this period, investors were more focused on long-term growth poten-
tial and a swift recovery than on conducting in-depth analyses of corporate debt struc-
tures. Herd behavior also became more prominent during this time. As investors ob-
served the overall market rising, they tended to follow suit, participating in the rally
without paying close attention to the company’s fundamentals, including its debt levels.
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5.3  Return on Asset on Stock prices

The hypothesis that stock prices are affected by Return on Assets (ROA) was rejected,
as evidenced by findings from [14] and [17]. ROA is a percentage that represents the
return on assets available to shareholders, known as return on assets. A decline in stock
prices alongside an increase in ROA indicates that the business has not maximized its
capacity to manage and use its assets. Furthermore, the business might not be able to
generate a sufficient profit off of its assets. Consequently, when a business fails to al-
locate resources effectively, its performance becomes inefficient, and returns do not
meet expectations [17]. However, it is possible that this situation may not significantly
impact investor interest. This could be due to investors focusing more on external risks
and market conditions rather than solely on the company’s internal profit-generating
capacity [46].

Global financial markets, especially those in Indonesia, were significantly impacted
by the COVID-19 epidemic, which started in late 2019. COVID-19 created extreme
economic uncertainty, leading investors to focus more on a company’s short-term sur-
vival rather than financial metrics like ROA. Companies that demonstrated resilience
and adaptability during the pandemic received more attention, even if their ROA de-
clined due to economic disruptions. Additionally, the large-scale fiscal stimulus and
loose monetary policies implemented by governments and central banks helped stabi-
lize markets and increase liquidity. This created an environment where investors were
more concerned with macroeconomic stability than individual performance indicators
such as ROA. Moreover, globally low interest rates reduced borrowing costs for com-
panies, enabling them to sustain operations and continue investments, even if their ROA
was not particularly strong. In this context, investors were more interested in the poten-
tial for growth than in current financial performance, as lower interest expenses allowed
companies to focus on expansion despite temporarily weaker returns on assets.

5.4  Return on Equity on Stock prices

The hypothesis regarding how Return on Equity (ROE) affects stock prices has been
proven valid, as supported by the studies of [47] and [20]. Shareholders’ equity man-
agement is a way for companies to demonstrate their ability to generate profits. Fur-
thermore, a company can stimulate its stock price through its equity. As a result, busi-
nesses that manage their available capital effectively and maximize profits increase in-
vestor confidence in investing or purchasing the company’s stock. A higher ROE re-
flects effective capital management, which boosts the company's net income and inves-
tor trust [17].

Beyond this, ROE was crucial for financial companies in Indonesia during the 2019-
2022 period, significantly impacting stock prices. The economic environment and mar-
ket conditions during this period made ROE a key performance indicator for investors.
The COVID-19 pandemic brought about unprecedented economic uncertainty, prompt-
ing investors to seek out companies capable of remaining profitable and resilient during
the crisis. A high ROE signaled that a company could generate profits despite the chal-
lenging economic conditions. Financial companies with strong ROE were perceived as
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more resilient to economic shocks, making them attractive to investors looking for se-
curity in an uncertain market.

During the pandemic, Bank Indonesia lowered interest rates to support the economy.
Lower interest rates increased borrowing and liquidity, allowing companies to improve
their ROE through reduced capital costs. The Indonesian government also implemented
various fiscal stimulus measures to maintain economic stability. Financial companies
that effectively utilized these stimulus packages often demonstrated higher ROE, at-
tracting investor attention. Following the sharp decline at the onset of the pandemic,
the Indonesian stock market experienced a strong recovery driven by optimism around
COVID-19 vaccines and economic recovery. Investors increasingly focused on com-
panies with high ROE, as this indicated their ability to capitalize on the economic re-
bound.

5.5  Current Ratio on Stock Prices with Information Technology Investment
as Moderating Variabel

Information technology (IT) investment could not moderate the relationship between
current ratio and stock price, thus the hypothesis is rejected. It is consistent with the
results of studies by [36]. Managing corporate liquidity, including investments in cur-
rent assets, is a key component of liquidity management [36]. As such, investing in IT
is often seen as a way for companies to enhance resources by allocating actual expend-
itures on IT with the goal of achieving expected value [36]. However, the implementa-
tion of new and complex IT systems takes significant time. From planning to execution
and training, the entire process can take years before tangible benefits, such as opera-
tional efficiency improvements or cost reductions, are realized. During the 2019-2022
period, investors likely did not observe an immediate impact on company liquidity or
stock prices from IT investments.

Additionally, between 2019 and 2022, investors were primarily focused on the mac-
roeconomic effect of the COVID-19 pandemic and the financial stability of companies.
While corporate liquidity was a major concern, IT investments did not provide an im-
mediate solution to liquidity problems caused by the pandemic. The global economic
shifts and instability in the business environment due to the pandemic also led to un-
certainty. Because the immediate survival of the business was considered more im-
portant than long-term efficiency benefits through IT investments, financial companies
may have placed a higher priority on retaining liquidity than making significant invest-
ments in technology.

5.6  Debt to Asset Ratio on Stock Prices with Information Technology
Investment as Moderating Variabel

It has been demonstrated that investments in information technology (IT) considerably
reduce the connection of stock prices and the debt to asset ratio (DAR), confirming the
theory. Research [29] supports this conclusion. Investments in IT may accelerate inter-
nal business process integration, provide customer-focused products and services, boost
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productivity, improve corporate performance, and gain market share (Laudon & Lau-
don, 2018). Investments in IT allow financial firms to create new services and products
that are more in line with consumer demands. For instance, mobile apps, digital banking
services, and other fintech solutions can boost sales and draw in new clients.

Investing in IT through debt is an example of asset funding that may raise a compa-
ny's value and competitiveness. By enhancing process efficiency, IT investment helps
financial firms save operating expenses. Digitalization and automation can reduce labor
costs, automate manual operations, and lower administrative expenses, increasing prof-
itability and lowering the need for debt financing. Furthermore, IT offers strong analyt-
ical capabilities for improved risk management, enabling companies to recognize and
minimize financial threats. Through limiting exposure to risks and associated expenses,
this promotes financial stability and lessens reliance on debt.

Companies can improve their credit profiles by investing in IT to increase revenue
and enhance operational efficiency. A higher credit score might result in less expensive
borrowing costs, which will lessen debt and raise DAR. Companies that use innovative
technologies to improve performance also have a higher chance of winning over inves-
tors. Higher stock prices may result from this boosted confidence, which would allow
the company to issue equity rather than debt at a reduced cost to raise capital.

Among external element that might have affected the study's results is the COVID-
19 epidemic. Many financial institutions encountered major operational and customer
service issues during the pandemic. By providing digital solutions that facilitated online
purchases, contactless services, and remote work, IT investment enabled businesses to
quickly adapt. This flexibility contributed to the preservation of both financial and op-
erational stability. Investments in IT were in line with financial firms' expansion plans
that prioritized efficiency gains and digitalization. Companies maintained good debt-
to-asset ratios by lowering their reliance on debt to finance expansion, which raised
stock values. Businesses that made IT investments to improve operational sustainability
and efficiency had a higher chance of attracting investors in the face of global economic
uncertainty. Businesses that used innovative technologies to show resilience and adapt-
ability were highly regarded by investors since these attributes are critical for prolonged
success and expansion in difficult economic times.

5.7  Retun on Asset on Stock Prices with Information Technology Investment
as Moderating Variabel

Since information technology investment, which serves as a moderator, does not sup-
port return on assets in affecting stock prices, it is recognized that this theory is rejected.
The research results are in accordance with [48], [49], and [50]. Return on assets (ROA)
is a measure which can be used by companies in evaluating investment performance
against the expected rate of return on invested investments, based on the assumption
that the investment is equal in value to the assets owned by the company. [51]. Infor-
mation technology investment is needed to gain a competitive advantage and produce
fast, accurate, and complete information both internally and externally [35]. However,
Indonesian investors do not feel that companies will benefit from information technol-
ogy investments in the long term [52]. Financial firms continue to innovate to remain
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competitive. While investment in technology is part of this strategy, other innovations
such as new financial products or effective marketing strategies can more directly affect
financial performance and ROA. In highly competitive markets, a company's ability to
quickly adapt and offer new services can be more critical to success than long-term IT
investments. Companies that are able to respond quickly to market changes are often
more valued by investors.

In 2019 to 2022, the impact of the COVID-19 pandemic is a serious concern for
investors. A company's liquidity and financial stability are prioritized, while the long-
term benefits of IT investments may receive less attention. Investors tend to focus more
on fundamental financial metrics such as revenue, net income, and ROA. Even so, large
IT investments may temporarily lower ROA as the costs outweigh the benefits.

5.8  Return on Equity on Stock Prices with Information Technology
Investment as Moderating Variabel

Information technology investment, which functions as moderation, does not support
return on equity in influencing stock prices, so the hypothesis is rejected. These results
are supported by [53], [54], and [55]. IT investments often require large initial costs,
such as hardware and software procurement and training costs. These costs can reduce
net income, which in turn can lower ROE in the short term. ROE is affected by net
income and equity, so high costs can worsen ROE. Then in the initial phase of imple-
mentation, companies may experience an increase in operating expenses and other op-
erating costs. This can reduce net income and affect ROE before the benefits of IT
investments begin to be felt.

The global pandemic that began to affect the economy in 2020 focused on the finan-
cial stability and liquidity of companies. During this time, investors focus more on fi-
nancial performance and operational stability rather than the long-term benefits of IT
investments. Economic uncertainty and disrupted markets divert attention from the
long-term improvements that IT may bring. In addition, IT investments may also be
perceived as non-urgent expenditures in situations of economic uncertainty.

6 Conclusion

The study concludes that from 2019 to 2022, external variables like the COVID-19
pandemic, global monetary policies, and market conditions had a major impact on In-
donesian financial companies' stock prices. These factors overshadowed more conven-
tional financial ratios like ROA, DAR, and CR. Investors prioritized macroeconomic
stability and growth potential over detailed fundamental analysis. However, one im-
portant element that has a beneficial impact on stock prices is ROE, reflecting investor
confidence in profitability and efficiency. While information technology (IT) invest-
ments improved operational efficiency, they did not significantly moderate the imme-
diate correlation between the price of the stock and financial ratios, due to long imple-
mentation timelines and high costs.
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