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Abstract---This study aimed to determine the effect of liquidity ratios (LR), solvency (DER), profitability (ROE), 

valuation ratios (PBV), inflation, and interest rates on stock prices of mining sector companies listed on the 

Indonesia Stock Exchange (IDX). The research sample is 41 mining sector companies with a research period from 

2015-2019. The results show that the liquidity ratio (CR) and solvency (DER) have no significant effect on stock 

prices of mining sector companies in 2015-2019. The variable profitability (ROE), valuation ratio (PBV) was 

concluded to have a significant positive effect on stock prices of mining sector companies in 2015-2019. Meanwhile, 

inflation and interest rates have a significant adverse effect on stock prices of mining sector companies in 2015-

2019. 

Keywords---inflation, interest rate, liquidity (CR), profitability (ROE), rating ratio (PBV), solvency (DER). 

 

 

Introduction 

 

The mining sector is one of the pillars of a country's economic development because of its role as a provider of energy 

resources that are indispensable for the economic growth of a country. According to Sari & Sedana (2020), a company 

in the general mining industry can take the form of an integrated business in the sense that the company has an export 

business, the development of construction, production, and processing as a single business unit or in the form of 

separate businesses, each of which stands alone. Mining companies need considerable capital to explore natural 

resources in developing their business. For this reason, many mining companies have entered the capital market. The 

capital market is said to have an economic function because the market provides facilities that bring together two 

interests, namely those who have excess data (investors) and those who need funds. 

The Indonesia Stock Exchange (ISE) is the capital market in Indonesia with the number of companies listed as of 

August 24, 2020, as many as 700 issuers, of which 47 are listed, including mining sector companies. Shares are one of 

the instruments traded on the Indonesia Stock Exchange. For companies, a high stock price will increase the 
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company's value so that many investors will invest in the company, while for investors, it can increase the 

return/difference in the value obtained from the shares they own. 

Stock prices are influenced by factors originating from within the company (internal factors), which are also 

often called fundamental factors and factors originating from outside the company (external factors) or technical 

factors. Fundamental factors come from within the company that issues shares, which are related to the company's 

performance appraisal, about the effectiveness and efficiency of the company in achieving its goals (Sylvester & 

Ade, 2018). Fundamental and external factor analysis can help business people, government, and other users of 

financial statements assess the company's financial condition and prospectus. Financial ratios measure fundamental 

factors, while inflation and interest rates measure how much influence external factors have on stock prices 

(Gonçalves & Salles, 2008; Al-Marhubi, 1997). 

In previous studies, an analysis of several fundamental and external factors variables that are est imated to affect 

stock prices has been carried out. Widyarani (2006), Ulupui (2007), stated that the Current Ratio positively affects 

stock prices. While the research conducted by Restiyanti (2006), Decminar & Widyarti (2016), mention that the 

Current Ratio harms stock prices. Itabillah (2012), argues that the Debt to Equity Ratio has a positive effect on stock 

prices. At the same time, the research conducted by Restiyanti (2006), Cathelia & Sampurno (2016), Decminar & 

Widyarti (2016), concluded that the Debt to Equity Ratio hurts stock prices. Cathelia & Sampurno (2016), Decminar 

& Widyarti (2016), concluded that Return on Equity has a positive effect on stock prices. Meanwhile, Amaliah & 

Manda (2021), argues that Return on Equity does not affect stock prices.  

Anggun et al. (2012), and Amaliah & Amanda (2021), argue that Price Book Value has a positive effect on stock 

prices, while research conducted by Sugosha & Artini (2020) concluded that Price Book Value harmed stock prices. 

Patar (2014), and Toin & Sutrisno (2016), argue that inflation and interest rates have no significant effect on stock 

prices, while research conducted by Widiastuti et al. (2016), concluded that interest rates have a significant effect 

and inflation has no significant effect on stock prices. 

 

Research Methods     

 

The type of data used in this research is secondary data. We sourced from annual financial reports and share prices of 

mining sector companies listed on the Indonesia Stock Exchange (ISE) and the value of Inflation & Interest Rates 

obtained from Bank Indonesia and the Central Statistics Agency. Forty-one companies were used as research 

samples with an observation period from 2015-2019. The independent variable used is the liquidity ratio measured 

by the current ratio (CR), the debt measures the solvency ratio to equity ratio (DER), the profitability ratio is 

measured by return on equity (ROE), the valuation ratio is measured by price-to-book value (PBV). Inflation, interest 

rates. The dependent variable of this research is the share price of mining sector companies (Sack & Wieland, 2000; 

Rudebusch, 2002). 

Panel data regression is used as a technique in analyzing the data. Descriptive statistics, model feasibility test (F 

test), and individual significance test (t-test) were also used. Panel data regression is an analysis that combines and 

combines time series data with cross-section data determination of this panel data regression equation through panel 

data model estimation. The Chow and Hausman tests were carried out to get the appropriate model estimation. The 

forms of the model that will be tested in this study are: 

 

Ln stock price it = α + β 1 CR it + β 2 DER it + β 3 ROE it + β 4 PBV it + β 5 Inflation it + β 5 Rate it + it 

 
Results and Discussion 

 

Descriptive analysis results 

 

Ferdinand (2014), explains that descriptive analysis aims to share illustrations of the information presented 

in n studies. The descriptive statistics themselves, as described, are the analysis of each research variable. Each of 

the variables provides its description of each variable. Minimum, maximum, and average (mean) provide an 

overview of each variable's most minor, most significant, and average data values. 
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Table 1  

Descriptive statistics 

 

Variable  N Minimum  Maximum  Mean Std. deviation 

Stock Price  110 3850 1402 913.82 

CR  101 948 263.38 163.8 

DER  0.05 3.15 0.97 0.85 

ROE 50 -26.54 41.29 7.61 11.93 

PBV  0.05 4.66 1.11 0.91 

Inflation   2.72 3.61 3.17 0.33 

interest rate   4.25 7.50 5.50 1.29 

 

The table above presents a description of each variable with its respective values. It can be seen from the table that 

all variables except ROE have good data distribution based on the average value, which is greater than the standard 

deviation. 

 

F-test 

 

The best model used in this study is the fixed effect model (FEM), and the model is also free from the classical 

assumption problem, so the next step is hypothesis testing. The test to conclude the independent variables' effect on 

the dependent variable requires a model feasibility test (F test). Decision-making is based on the Prob. F value which 

can be seen from the statistical output. Suppose the calculated F value is more significant than the F table and the 

Prob. F value is less than 0.05, and it can be concluded that all independent variables have an effect together. 

 

Table 2  

F-test results 

 

Mark Coefficient 

F count 8.381737 

F table 2.3 

Sig 0.000 

 Source: Eviews output (processed data) 

 

The Sig value in the table is a prob. F value shows a number below the 5% (0.05) level. The Fount value of 8.381237 

is greater than the F-table obtained from table F in the appendix, which is 2.3. Based on the two statements, it can be 

concluded that the independent variables CR, DER, ROE, PBV, inflation, interest rates have a combined effect on 

stock prices. 

 

Individual parameter significance test (t-Test) 

 

The t-test was used to measure the effect of the independent variable individually on the dependent variable. 

Decision-making on the level of influence is based on the probability value of the variable; if the value is below the 

significance level of 5% (0.05), then the variable has a significant effect. The effect of the variable can also be 

determined by comparing the t value of the output calculation with the specified t table. If the t count is more 

significant than the t table, the variable is concluded to have a significant effect. 

 

Table 2  

Significance test results 

 

Variable Coefficient Std. Error t-Statistics Prob.   

C 8.268352 0.772802 10.69918 0.0000 

CR 0.095358 0.064992 1.467221 0.1496 

DER 0.257062 0.147394 1.744039 0.0883 

ROE 1.408420 0.638643 2.205331 0.0328 

PBV 0.311269 0.136913 2.273486 0.0280 
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INFLATION -39.00140 18.77135 -2.077709 0.0437 

INTEREST RATE -17.99034 5.670579 -3.172575 0.0028 

                        Source: processed data (Eviews output) 

  
The output of random effect panel data regression where the regression equation can be made as follows: 

 

LNY stock price = 8:26 + 0.095 CR + 0.257 DER + 1.408 ROE + 0.3112 PBV - 39.0014 Inflation - 17.9903 interest rate 

 

The description of the numbers in table 2 above is as follows: 

 

a) The number value of 8.26 that appears above is a constant number known as the intercept. The constant is the 

value of the regression equation that intersects the Y-axis. The value of the number 8.26 above shows the Ln 

value of the stock price if the other independent variables have a value of 0. Since the regression equation 

uses the Log-Lin (Log-Linear) model, it is necessary to find the Y value. Data transformation using an 

exponential function. 

b) Variable CR (current assets ) has a value of Prob. 0.1496 or greater than 0.05. The fourth column has the t-

count variable value of 1.467221, smaller than the t-table 2.01669. Based on these two statements, it can be 

concluded that hypothesis 1, which states that the liquidity ratio as measured by CR has a positive effect on 

stock prices, is rejected. 

c) The following line is the solvency variable measured through DER ( debt to equity ratio ). In the table of Prob 

values. DER is 0.0883, more significant than the specified significance level of 0.05. The table also shows the 

t-count value of the variable 1.744039, smaller than the t-table 2.01669. This statement provides a different 

inference from the proposed hypothesis 2, so the hypothesis is rejected. 

d) The profitability ratio as measured by ROE ( return on equity ) based on the table has a value of Prob. Below 

the significance level of 0.0328. The t-count value of the output also shows a value greater than t-table 

2.01669, which is 2.205331. The conclusion drawn from this statement follows hypothesis 3, namely that 

ROE has a significant positive effect on stock prices. The positive direction of influence can be seen from the 

magnitude of the value of the t-statistic column, whose value is positive, not negative. The positive direction 

indicates that an increase in the value of ROE will impact increasing the value of stock prices as well.  

e) The PBV ( price to book value ) variable in the table also shows the value of Prob. Below the 0.05 

significance, which is 0.0280. The t-count value of 2.273486 confirms hypothesis 4. Namely, PBV has a 

significant positive effect on stock prices. A positive t-count value concludes that an increase in PBV will 

significantly affect increasing stock prices. 

f) The inflation variable in the table above has a Prob value. Below 0.05 is 0.0437, and the value of t count 

above t table is -2.077709. The minus value on t count means that the effect of inflation is opposite to the 

stock price. Hypothesis 5, which states that inflation has a significant negative effect on stock prices, is 

accepted based on the results above. An increase in inflation will decrease the stock value because the 

opposite effect is shown in the t-value of the variable. 

g) The interest rate value also shows a significant negative by measuring the t-count value, which is -3.172575, 

more significant than the t table. Prob value. 0.0028 is smaller than the significance level of 0.05. Based on 

these two statements, it can be concluded that interest rates have a significant adverse effect on stock prices. 

Hypothesis 6 is accepted where an increase in interest rates will affect and weaken the value of stock prices. 

 

The study results conclude that liquidity, measured by current assets (CR), does not affect stock prices. The increase 

or decrease in CR will not affect the share price of the mining sector in the 2015-2019 period. Although the results 

show insignificant results, the direction of the effect shown is positive, seen from the positive t-count value. This 

result does not follow the proposed hypothesis, which estimates a significant positive effect of CR on stock prices. 

The results of the insignificant effect of CR are the same as the results of research conducted by Hastuti & Sutanto 

(2017), Widayanti & Colline (2017), Efrizon (2019), Halim & Hafni (2019). 

Solvency, as measured by the debt to equity ratio (DER), is also known to have no effect on stock prices based 

on the previous description of the research results. The results provide a statement that the size of the DER will not 

affect the stock price or will not affect investors in the mining sector market. The results are not following the 

proposed hypothesis where it is hypothesized that DER affects stock prices (van der Ploeg, 1995). The proposed 

hypothesis explains that the optimal value of debt managed by the company will benefit the company. Some 
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investors like to invest and take risks in companies that add debt to earn high profits. The results of this study are the 

same as those of Rizal (2015), Sudirjo (2016), Widayanti & Colline (2017), Efrizon (2019), Halim & Hafni (2019). 

 Based on the research results, the profitability variable as measured by return on equity (ROE) has a significant 

positive effect on stock prices. These results indicate that an increase in ROE or company returns will increase stock 

prices in the market. Companies that increase their rate of return show their ability to manage the company well. 

These results follow the signal theory and performance theory discussed earlier, where profitability is a signal and 

reflects the ability shown to the market. Increased ROE offers investors a successful and efficient use of capital 

without involving additional equity (Ichsani & Suhardi, 2015; Căpraru & Ihnatov, 2014). Investors generally prefer 

to invest in companies whose returns continue to increase, and ROE is one of the company's signals for investors. 

The results of this study are not only in line with the theory used but are also in line with several previous studies that 

examined this matter. Research that gives the same results is the research of Widiastuti et al. (2016), Martiani (2019). 

As previously stated, a high ROE indicates a high potential value even though ROE is not the only assessment 

instrument and metric, but investors can consider ROE. 

The study results conclude a significant positive effect of price to book value (PBV) on share prices of mining 

sector companies in 2015-2019. The statement of results is in line with the proposed theory, namely the signal 

theory, where PBV as a measure of firm value will attract investors to invest their capital (Niemann et al., 2008). The 

PBV ratio is one of the ratios to analyze the company's value by comparing the value of shares in the market to the 

book value of shares. PBV is used as a valuation instrument by investors to find undervalued and overvalued stocks. 

PBV assists investors in identifying and avoiding undervalued and overvalued companies. PBV also provides 

information about modest price growth or not to investors, although this ratio has limitations. The research results 

show that an increase in PBV will increase stock prices due to market sentiment. The company's high value is none 

other than because the market provides it. The market gives this because the company's financial performance is 

good, and the potential for increasing company profits is good in future financial projections. The results of this 

study are in line with research conducted by (Itabillah, 2012). 

Inflation is one of the classic macroeconomic problems that the government must control every year. Inflation 

causes instability in the country's economy and will impact the operations of existing companies. The results show 

that inflation has a significant negative effect on stock prices in the mining sector during the 2015-2019 period. The 

results provide an understanding that high inflation will affect stock prices and cause stock prices to fall as well. 

Apart from looking at the company's inner side, such as financial performance, the investor's assessment also looks 

at the outer side, such as inflation. High inflation causes an increase in operating costs, input costs for companies, 

and a decrease in purchasing power of goods. An increase in costs will allow companies to increase prices and 

decrease company income. Some investors will prefer to invest in gold and the financial market compared to the 

stock market, which has no clarity in the future. 

Interest rates, as well as inflation, hurt stock prices. This study shows that interest rates have a significant adverse 

effect on stock prices in the mining sector for the 2015-2019 period. The effect of interest rates can be seen from two 

sides to the company's stock price and company finances. First, when interest rates are set to rise, the company will 

reduce the company's debt because the debt burden will increase if borrowing. The capital structure will be affected, 

and the estimated future cash flows will decrease, lowering the stock price. Second, an increase in interest rates will 

make investors more interested in shifting their capital to interest rates because they are higher and safer than stocks. 

High-interest rates can also be profitable for companies if the company is in the financial sector. The results of this 

study are supported by research from (Widiastuti et al., 2016). 
 

 

4    Conclusion 
 
The conclusion in this study is that the liquidity ratio (CR) and solvency (DER) have no significant effect on stock 

prices of mining sector companies in 2015-2019. The variable profitability (ROE), valuation ratio (PBV) was 

concluded to have a significant positive effect on stock prices of mining sector companies in 2015-2019. Meanwhile, 

inflation and interest rates have a significant adverse effect on stock prices of mining sector companies in 2015-2019. 
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