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CHAPTER V 

CONCLUSIONS AND SUGGESSIONS 

5.1. Conclusions 

The objectives of this study is to analyze the effect of Current Ratio (CR), 

Return on Equity (ROE),  Debt Equity Ratio (DER), Earning Per Share (EPS),  

Price Book Value (PBV),  and Return on Asset (ROA) to the value of Food and 

Beverage Companies listed in the Indonesia Stock Exchange period of 2008-2011 

There are six independent variables used in this study, those are Current 

Ratio (CR), Return On Equity (ROE), Debt Equity Ratio (DER), Earnings Per 

Share (EPS), Price Book Value (PBV), Return On Asset (ROA) and one 

dependent variable, the stock price which is used to appreciate the firm’s value. 

Based on the linear regression analysis, simultaneously, all independent variables 

significantly affect the stock prices. Partially, only ROE, EPS and PBV that affect 

share prices of food and beverage companies in the period of 2008-2011: 

a) CR has insignificant effect on the company value. This indicates that the 

investor will earn a higher return if the company's ability to meet its short-term 

liabilities is higher. During the study, Indonesian investors do not pay attention to 

liquidity variables in making their decisions, which is the reason why CR has 

insignificant effect to the value of the company. This conclusion is also supported 

by Martani, Mulyono, and Khoirurizka (2009) and Chowduri (2010) 
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b) ROE has significant and negative effect to the stock prices because of 

the investors are more interested to profit in the short term through capital gains 

than dividend. 

c) DER has insignificant effect to the stock prices because most investors 

are prefer to short-term profits in the form of capital gains than dividend. This 

conclusion is supported by Martani, Mulyono, and Khoirurizka (2009). 

d) EPS has significant and positive effect to the stock prices. The amount 

of EPS can be used to benchmark the success of a company, where EPS is high 

indicating that the company is able to provide a better level of welfare to 

shareholders. EPS determine the market reaction. The market reaction reflected in 

volume and share price. Therefore, it is rational if EPS influence stock prices, by 

increasing EPS each company, financial managers can increase the value of the 

company's stock price. This conclusion is supported by Wu and Xu (2005) and 

Chowduri (2010) 

e) PBV has a positive and significant effect to the stock prices. Significant 

effects occur because the movement of PBV during the study period was very 

fluctuating. The higher the PBV ratio means the market believes the prospects of 

the company, if the company's prospects higher, the share price will also increase. 

This conclusion supported by Martani, Mulyono, and Khoirurizka (2009). 

f) ROA has insignificant effect to the stock price. Insignificant effect occur 

because the investors are more interested to see the theoretical analysis than 
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fundamental, especially for investors who want to profit in the short term through 

capital gains than dividend. 

The results of the regression analysis stated that EPS has the largest beta 

coefficient value, thus the EPS variables have a dominant influence on stock 

prices of Food and Beverage Companies period of 2008-2011. EPS always be 

used as a measure of the firm’s value by the stakeholder. Besides explain the 

company profitability, EPS also offers additional information about the ongoing 

firm’s value. EPS is one of the ratios that affect the decision of investors to invest 

their money.  

5.2. Suggestions 

There are some suggestions that could be done in order to do further study: 

1. Subsequent study should be able to expand study on the same thing by 

considering economic factors, such as inflation, interest rates, or exchange 

rate changes. 

2. The next researcher could add the financial performances in the study such 

as Total Asset Turn Over, Dividend Per Share, or Price Earnings Ratio. 

3. Extend the study period because of the effect could be seen in the long 

term. 


