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Abstract

The aims of this study are to investigate the effect of Debt to Equity Ratio and
Return on Equity on stock returns with dividend policy as an intervening
variable on the property and real estate companies in Indonesia. We collected
annual data for eighteen property and real estate companies in Indonesia
from the Indonesia Stock Exchange over the period of 2014-2018. We applied
multiple linear regression model using SPSS and the Sobel test. Our analysis
results found that Debt to Equity Ratio (DER), Return on Equity (ROE), and
Dividend Payout Ratio (DPR) have a positive and significant affect on stock
returns, both partially nor jointly. Furthermore, the result of Sobel test re-
vealed Dividend Payout ratio (DPR) can be mediate the relationship of Debt
to Equity Ratio (DER) and and Return on Equity (ROE) on stock returns.
Based on these findings, we concluded that Debt to Equity Ratio (DER) and
Return on Equity (ROE) have direct and indirect effects on Stock Return in
18 Indonesia’s property and real estate companies.
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1. Introduction

Economic development at this time resulted in increasingly fierce business
competition. For that, every company must be more leverage and always be

more careful in running the company to obtain the profit (Thaib et al., 2020). A

DOI: 10.4236/0jbm.2020.85131 Sep. 4, 2020 2148 Open Journal of Business and Management


https://www.scirp.org/journal/ojbm
https://doi.org/10.4236/ojbm.2020.85131
https://www.scirp.org/
https://doi.org/10.4236/ojbm.2020.85131
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/

D. Nurhikmawaty et al.

company, however, may evaluate the type and level of risk before it is adopted as
a necessary condition in business operations (Nugraha et al, 2019). As the
economy grows, the property and real estate industries also develop. At present,
the profits earned by property companies listed on the Indonesia Stock Ex-
change (IDX) are experiencing a decline in aspects of their financial statements.
This resulted in a lot of impacts experienced by the company. This is caused by
various factors that occur. However, property companies listed on the IDX still
make the best contribution to consumers. The decline in several aspects of fi-
nancial statements experienced by property companies due to the impact of the
existing global financial crisis. There is also a depreciation in the rupiah and an
increase in fuel prices, which has caused uncertainty and rising inflation. This
has resulted in doubts and delays in investing in the private sector and eroding
national economic resilience (Pratiwi, 2018).

Research in the property sector is said to be important because the need for
boards is one of the basic human needs. Activities in the property industry can
be used as an indicator of how active economic activity is taking place (Utami,
2017). Every economic activity basically will always require property products as
a factor of production. The development of property activities has a multiplier
effect on the development of other sectors that are directly or indirectly related
(Marzuki & Newell, 2019). In the case, if there is no demand for property prod-
ucts, it indicates that the economy is in an underdeveloped condition. Property
is arguably the sector that never dies. When other sectors collapsed due to
economic crisis, the property business showed an anomaly. In various places,
there are houses and shophouses, apartments, shopping centers, office centers,
condominiums and housing (Pratiwi, 2018).

The motivation of investors investing in the capital market is to get a return.
Stock return is the level of income obtained by subtracting the current closing
price from the previous stock closing price divided by the previous year’s closing
price (Khadafi et al., 2014). Therefore, investors need an assessment of the com-
pany’s financial performance before investing capital in that company. The per-
formance appraisal of a company can be done by analyzing the company’s fi-
nancial ratios. Financial ratio analysis is conducted to determine the strengths
and weaknesses of company’s financial performance (Santosa, 2016). These fi-
nancial ratios provide information about the short-term and long-term oppor-
tunities on a company’s. Debt to Equity Ratio (DER) and Return on Equity
(ROE) are two important indicators that investors generally use in assessing the
performance of a company. Furthermore, Debt to Equity Ratio (DER) and Re-
turn on Equity (ROE) are considered to have an important role in dividend pol-
icy, where this policy can ultimately maximize stock returns.

According to Lesakova (2007), profitability ratio is ratio intended to measure
the effectiveness of management that is reflected in return for the investment
result through the company’s activities or in other words, measuring the com-

pany’s overall performance and efficiency in the management of liabilities and
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capital. Return on Equity (ROE) is included in the profitability ratio. According
to Komala and Nugroho (2013), one of the main reasons operate the company is
to generate profit that will be beneficial for shareholders. The success Measures
of achievement of this reason is the number of ROE. Meanwhile, Debt to Equity
Ratio (DER) is one of the solvency ratios. According to Khadafi et al. (2014),
Debt to Equity Ratio (DER) is a ratio used to assess the debt to equity by com-
paring the entire debt, including current liabilities with the overall of equity.
DER for every company is different, depending on the characteristics of business
and the diversity of cash flow.

Study related the determinant factors that influence stock returns and divi-
dend policy have been widely studied by academics, but no studies have investi-
gated this issue on the property sector in Indonesia. Based on the background
and problem formulations that have been described previously, the purpose of
this study is to analyze the effect of Debt Equity Ratio (DER) and Return On Eq-
uity (ROE) on stock returns in the property and real estate companies that listed
on the Indonesia Stock Exchange (IDX) over the period of 2014-2018. Further-
more, this study also aims to examine whether Dividend Policy can mediate the
relationship of Return on Equity and Debt Equity Ratio on stock returns in the
property and real estate companies in Indonesia. This research is expected to be
used as a reference by the property company managers in Indonesia to improve
their future financial performance and also can be used by shareholders as con-
siderations before making investment decisions to the Indonesia’s property

companies in the capital market.

2. Literature Review

2.1. The Effect of Debt to Equity Ratio (DER) on Stock Returns

According to Horne and Wachowicz (2005), Debt to Equity Ratio is a compari-
son between total debt or total debts with total shareholder’s equity. This ratio is
sought by comparing all debt, including current debt and all equity. For banks
(creditors), the greater this ratio, the more unprofitable because the greater the
risk borne by the failure that may occur in the company. The company’s ability
to pay debts funded by its own capital can be measured using Debt to Equity Ra-
tio (DER). DER is a ratio that reflected the share of own capital that is used as
collateral for all debts (Khadafi et al., 2014). The higher of DER indicates the
high capital dependence of company’s toward outsiders so that the company’s
interest expenses would be heavier (Izuddin, 2020). It is certainly would reduce
the rights of the company’s shareholders because the rate of return is getting
smaller. Moreover, the higher of DER caused the greater the company’s liabili-
ties compared to the company’s own equity. The higher of DER tends to de-
crease stock return because the high level of debts indicates the company’s bur-
den and certainly reducing profits. In other words, DER did not have significant
effects on stock returns. Study by Nurmasari (2017) and Siburian (2013) also
found that DER did not influence stock return.

DOI: 10.4236/0jbm.2020.85131

2150 Open Journal of Business and Management


https://doi.org/10.4236/ojbm.2020.85131

D. Nurhikmawaty et al.

H,: Debt to Equity Ratio did not have significant effects on Stock Return.

2.2. The Effect of Return on Equity (ROE) on Stock Returns

Return on Equity (ROE) is the rate of return that achieved by the company for
each currency unit that further becomes the company’s capital. According to
Brigham and Houston (2012), the notion of ROE is the net ratio of ordinary eq-
uity measures the rate of return on ordinary shareholder investment. This Re-
turn on Equity Ratio shows the efficient use of own capital. If this ratio is higher,
the better. That means the company’s position will be stronger, and vice versa.
Return on Equity is calculated by dividing net income with shareholder equity.
In this context, how large the company provides yield every year per one cur-
rency that investing by the company investors (Tang, 2016). ROE is a measure of
the return that achieved by investors from his investment in a company. The
higher results lead to better the stock return. According to Berggrun et al.
(2020), profitability affects stock returns. Return on Equity (ROE) is a measure
of a company’s ability to generate profits using their own capital. The increasing
ROE value indicates the company’s performance is getting better. Conditions
like this will be a special attraction for the old investors to keep investing their
shares and potential investors to investment in the company (Brigham & Hous-
ton, 2012). This condition will encourage an increase in stock prices which in
turn will increase stock returns. Based on previous studies, Susilowati and
Turyanto (2011) and Aziz (2012) found that ROE has a positive and significant
effect on stock returns

H,: Return On Equity has a positif and significant effects on Stock Return.

2.3. The Effect of Debt to Equity Ratio (DER) on Devidend Payout
Ratio (DPR)

Dividend is the distribution of profits/profits made by a company to sharehold-
ers on the profits obtained by the company (Halim, 2015). Whereas dividend
policy is a decision to divide the profits obtained by the company to sharehold-
ers as dividends or will retain in the form of retained earnings to be used as in-
vestment financing in the future. If the company chooses to distribute profits as
dividends, it will reduce retained earnings and then reduce the total source of
internal funding or internal financing. Conversely, if the company chooses to
hold the profits obtained, then the ability to form internal funds will be even
greater (Sartono, 2014). According to Syamsudin (2011) Dividend payments
differ from interest payments because dividends cannot reduce the amount of
taxes paid by companies, because the funds are taken from net income after
taxes (earning after taxes). Dividend payout ratio measurement is a part that is
integrated with the company’s funding decision. Dividend Payout Ratio, which
is the ratio that shows the results of the comparison between cash dividends per
share and earnings per share.

Pilbeam (2010: p. 224) stated that the greater DER of a firm will encourage the
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more of a firm’s earnings have to be devoted to interest payment of the firm’s
debt, and consequently less money is available for shareholders. It indicates that
the higher level of DER leads to the composition of debt is also higher and cer-
tainly reflected a lower ability of firms’ to pay dividends (Gill et al., 2010). This
condition encourages the company has to pay its obligations instead of distrib-
uting its profits in the form of dividends. Moreover, if the debt to equity value of
the company is high, it indicates that the dividend payout ratio distributed by
the company is not as expected by investors. Study by Marlina and Danica
(2009) proved that debt to equity ratio did not have a significant effect on
dividend payout ratio. The higher this ratio, the bigger the obligations and the
lower the ratio as well as encourage the company’s ability to fulfill their obliga-
tions. The increase in debt owned by the company will affect the size of the
company’s net income available to shareholders, including the distribution of
the dividend payout ratio.

H;: Debt to Equity Ratio did not have significant effects on Devidend Payout
Ratio.

2.4. The Effect of Return on Equity (ROE) on Devidend Payout
Ratio (DPR)

Study by Carlo (2014) and Hanif and Bustamam (2017) found that ROE has a
positive and significant effect on the DPR. This means that if ROE increases, the
DPR will also increase. Conversely, if ROE has decreased, the DPR will also ex-
perience a decline. ROE is a profitability ratio that describes the company’s abil-
ity to generate net profit after tax using its own capital. The higher of ROE re-
flected the higher level of profit that obtained by the company owner. The high
profit level of company owners will encourage to increase the company’s ability
to pay dividends. Based on the smoothing theory (Lintner, 1956), the size of the
dividend depends on the company’s current profits and previous dividends.
Based on this theory, the higher of profit lead to the higher of portion profits
that share as dividends.

Hj: Return On Equity (ROE) has a positive and significant effect on Dividend
Payout Ratio.

2.5. Dividend Payout Ratio (DPR) Mediate the Effect of Debt to
Equity Ratio (DER) on Stock Returns

The results of previous research conducted by Annisa and Chabachib (2017)
found that DER has a significant effect on stock returns with dividends as the
mediating variable. A company with a low DER means that it has a low level of
debt as well, a low level of debt is considered to be able to increase the compa-
ny’s earnings, if the company’s income increases, the dividends distributed will
also increase, this dividend increase will also have an impact on increasing stock
returns (Santosa, 2016). An increase or decrease in debt will in turn affect the

size of net income that obtained to shareholders, including dividends received,
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because the obligation to pay debt takes precedence than pay dividends. Thus,
the lower of debt ratio indicates the higher of profitability ratio on a company’s.
With the increasing profitability, the company will increase their ability to pay
dividends (Brigham & Houston, 2012). In accordance with the signaling hypo-
thesis theory, it can be stated that a lower DER indicates that the company will
have increased revenue, so this is good news or a good signal for investors and
will have an impact on increasing dividends paid, so that it will also increase
their stock return.

Hs: Dividend Payout Ratio (DPR) mediates the effect of Debt to Equity Ratio
on Stock Return.

2.6. Dividend Payout Ratio (DPR) Mediate the Effect of Return on
Equity (ROE) on Stock Returns

A company with a high Return on Equity (ROE) shows that they have sufficient
profit to pay dividends to their shareholders. The higher of ROE value shows
that the higher of dividends distributed to shareholders and directly shows stock
return also will increase. Dividend policy provides information about the com-
pany’s future profit growth, this information will invite responses from investors
which will affect the company’s returns (Baah et al., 2014). In accordance with
the signaling hypothesis theory, it can be stated that a higher ROE indicates that
the company has high profits, so this becomes good news or a good signal for
investors and will have an impact on increasing dividends paid, so that it will al-
so increase its stock returns. The results of previous research that conducted by
Santosa (2016) and Nareshwari (2016) found that profitability ratio that
reflected by ROE value has a significant effect on stock returns with DPR as a
mediating variable.

Hg: Dividend Payout Ratio (DPR) mediates the effect of Return On Equity on
Stock Return.

3. Research Method
3.1. Data

Data that used in this study is secondary data that obtained online from the In-
donesia Stock Exchange (IDX) website. We collecting annual data of Debt Eq-
uity Ratio (DER), Return On Equity (ROE), Dividend Payout Ratio (DPR) and
Stock Return (SR) over the period of 2014-2018 from the financial statement and
annual report of the property and real estate companies in Indonesia. Total Real
Estate and Property companies listed on the Indonesia Stock Exchange (IDX)
are 54 companies, but only annual data for 18 companies that available for the
period of 2014-2018. Therefore, in this study we only use annual data of 18 Real

Estate and Property companies in Indonesia.

3.2. Analysis Method

The data analysis method used in this study uses multiple linear regression with
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the help of the SPSS (Statistical Product and Service Solutions program) pro-
gram. Based on the hypothesis in this study, the data analysis method used is
quantitative analysis to calculate or estimate quantitatively from several factors
individually or together with the related variables. The functional relationship
between one variable related to the independent variable can be done with mul-
tiple linear regression. The research framework is the relationship between one
indicator to another indicator that studied. For this framework to connect and
explain a topic to be discussed. This flow of thought is expected to provide direc-
tion and an overview of the variables to be examined. The variables that will be
used in analyzing stock returns are financial ratios that include Debt to Equity
Ratio and Return on Equity. The research framework in study can be described
as follows (Figure 1).

Based on research framework above, we then develop two-equation models as

follows:
DPR =oa+f3,DER +B,ROE +¢ (1)
SR =a+p,DER +3,ROE+3,DPR +¢ (2)

where, o is constanta; f, (i =1 2,3) are the coefficients of independent vari-
ables; and € is error term. Equation (1) uses to estimate the effect of Debt to
Equity Ratio (DER) and Return on Equity (ROE) on Dividend Payout Ratio
(DPR), while Equation (2) uses to estimate the effect of Debt to Equity Ratio
(DER) and Return on Equity (ROE), and Dividend Payout Ratio (DPR) on Stock
Return (SR).

According to (Hakimah et al., 2019), a mediating/intervening variable influ-
ences the relationship between the independent variables dan the dependent
variable. In this study, Dividend Payout Ratio (DPR) determined as a mediat-
ing/intervening variable that expected to improve the impact of Debt to Equity
Ratio (DER) and Return on Equity (ROE) on Stock Return (SR). Furthermore,
in order to examine the effect of mediating/intervening variable, we applied
Sobel test that developed by Sobel (1982, 1986). The formula of the Sobel test can
be written as follows:

S =[b?SZ +a2S% +S28?

Debt to Equity
Ratio (DER)
Dividend Payout | Stock Return
Ratio (DPR) g (SR)
Return on
Equity (ROE)

Figure 1. Research framework.

DOI: 10.4236/0jbm.2020.85131

2154 Open Journal of Business and Management


https://doi.org/10.4236/ojbm.2020.85131

D. Nurhikmawaty et al.

where S, is the standard error of indirect effect; S, is the standard error of
coefficient & S, is the standard error of coefficient b; a is the coefficient of
Debt to Equity Ratio (DER) and Return on Equity (ROE) toward Dividend Pay-
out Ratio (DPR) in model 1, respectively; b is the coefficient of Dividend Payout
Ratio (DPR) toward Stock Return (SR) in model 2. Meanwhile, the significance
of indirect effect between each independent variables toward the dependent
variable through mediating/intervening variable determines using formula as

follows:

Futhermore, the value of Z,u. will compare with the value of #.. (i.e. 1.96).
We concluded existence of indirect effect if the value of fou, higher than the
value of .. and rejected existence of indirect effect if the value of #.,u, lower

than the value of t.s.

4. Results

Table 1 reports the result of estimation model 1. It can be seen that the coeffi-
cients of Debt to equity Ratio (DER) and Return on Equity (ROE) are positive
and statistically significant influences Dividend Payout Ratio (DPR). First, this
result shows that a rise 1% of Debt to equity Ratio (DER) will cause Dividend
Payout Ratio (DPR) increases 0.38%, vice versa. This result similar as finding by
Rehman & Takumi (2012) which also found a positive effect Debt to Equity Ra-
tio on Dividend Payout Ratio, but contrary with finding by Komrattanapanya
and Suntraruk (2013), Labhane and Das (2015), as well as Yasa and Wirawati
(2016) who found that Debt to Equity Ratio has a negative effect on Dividend
Payout Ratio (DPR).

Second, our result shows that a rise 1% of Return on Equity (ROE) will cause
Dividend Payout Ratio (DPR) increases 0.66%. The findings similar as study by
Komala and Nugroho (2013), Sumampow and Murni (2016), Kartika (2015),
Yudiana and Yadnyana (2016), as well as Yasa & Wirawati (2016) which also
found that Return on Equity (ROE) has a significant positive effect to Dividend
Payout Ratio (DPR). Nevertheless, there findings contrast with study by Komala
and Nugroho (2013) and Maladjian and Khoury (2014) who found a negative
effect Return on Equity (ROE) on Dividend Payout Ratio (DPR).

Table 1. The result of equation model 1.

Regressors Coefficient Standard Error t-statistics F-statistics
Constanta 5.196 0.417 12.450***
LN_DER 0.381 0.154 2.468** 11.369***
LN_ROE 0.656 0.164 3.994%¢*
R-squares 0.207 DW-statistics 2.283

Note: ** and *** denotes significant at 5% and 1% levels, respectively.
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The value of F-statistics shows that Debt to equity Ratio (DER) and Return on
Equity (ROE) jointly significant influences Dividend Payout Ratio (DPR). The
value of R-square indicated that the capability of all independent variables to in-
terpreting the change of dependent variable is only 20%, while the rest is influ-
ences by other indicators that not accounted on the equation models. Mean-
while, the value of Durbin-Watson statistics indicated there is no serial correc-
tion issue in the equation model 1.

Table 2 reports the result of estimation model 2. It can be seen that the coeffi-
cients of Debt to equity Ratio (DER), Return on Equity (ROE) and Dividend
Payout Ratio (DPR) are positive and statistically significant influences Stock Re-
turn (SR). First, our result shows that a rise 1% of Debt to equity Ratio (DER)
will cause Stock Return (SR) increases 0.24%. This finding indicates that higher
the value of DER, the more equity funding through debt. It implies that the
capital structure of the business more use of debts. The increase in DER can also
be caused by the value of own capital is much smaller when compared to debt on
external parties. Increasing the use of debt will increase company capital but if
the company is unable to manage these funds effectively and efficiently, so a
high debt equity ratio will reflect the high debt held by the company. If the
company’s Debt to Equity Ratio (DER) is high, there is a possibility that the
company’s stock price will be low because if the company makes a profit, the
company tends to use that profit to pay its debt compared to dividing the divi-
dend. Nevertheless, our findings opposite with findings by Nurmasari (2017)
who found that DER did not any effect on Stock Return (SR).

Second, our result found that a rise 1% of Return on Equity (ROE) will cause
Stock Return (SR) increases 0.63%. These results indicate an increase and de-
crease in stock returns will be influenced by Return on Equity information. This
ratio illustrates the rate of return on own capital in generating net income. If the
Property and Real Estate company shows an increase in ROE, then the company
has good management in managing its capital optimally to generate net profit.
So that it can improve the welfare and trust of investors who invest their capital
in the Property and Real Estate company. Investor confidence will be followed
by increased demand for these shares. Then the request will be followed by a

rising stock price and then the stock return that will be obtained will also increase.

Table 2. The result of equation model 2.

Regressors Coefficient Standard Error t-statistics F-statistics
Constanta 0.920 0.529 1.739*
LN_DER 0.236 0.121 1.949*
41.739***
LN_ROE 0.632 0.136 4.656***
LN_DPR 0.549 0.081 6.740%**
R-squares 0.593 DW-statistics 1.821

Note: ***, ** * denotes significant at 1%, 5% and 10% levels, respectively.
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The positive influence between Return on Equity on stock returns, shows that
investors use ROE contained in the issuer’s financial statements as an analysis
tool to obtain a decent stock return. The results of this study support the re-
search conducted by Aziz (2012) and Susilowaty (2011) who also found that Re-
turn On Equity has a positive and significant effect on stock returns.

Third, our result indicates that a rise 1% of Dividend Payout Ratio (DPR) will
cause Stock Return (SR) increases 0.55%. This finding similar as study by Reh-
man & Takumi (2012) who also found that a rise in Debt to equity ratio (DER)
will caused Dividend Payout Ratio (DPR) also increased. The value of F-statistics
shows that Debt to equity Ratio (DER), Return on Equity (ROE) and Dividend
Payout Ratio (DPR) jointly significant influences Stock Return (SR). The value
of R-square indicated that the capability of all independent variables to inter-
preting the change of dependent variable is only 59%, while the rest is influences
by other indicators that not accounted on the equation models. Meanwhile, the
value of Durbin-Watson statistics indicated there is no serial correction issue in
the equation model 1.

The result of Sobel test for estimates the indirect effect of Debt to equity Ratio
(DER) on Stock Return (SR) through Dividend Payout Ratio (DPR) as mediating

variable is as follows:

S, = yb?SZ +a?S2 +S2S?

Sw = \/(0.5492 x0.1547 ) +(0.380° x0.081° ) +(0.154” x 0.081°
8., =0.091

Then, the value of #.,., obtaining as follows:

. _ab _0380x0549 _0.20862
ot g 0.090835209  0.09083

al

=2.297

The value of f.ux (2.297) greater than Zeoun (1.96). Therefore, it can be con-
cluded that there is an indirect effect running from Debt to equity Ratio (DER)
to Stock Return (SR) through Dividend Payout Ratio (DPR). this finding indi-
cates that a company with a low DER has a low debt level as well, a low debt level
is considered to be able to increase the company’s revenue, if the company’s
revenue increases, the dividends distributed will also increase, this increase in
dividends will also have an impact on increasing stock returns. An increase or
decrease in debt will in turn affect the size of the net profit available to par
shareholders including dividends received because the obligation to pay debts
takes precedence over dividend distribution. Thus the lower the debt ratio will
further increase the profitability ratio of a company. The results of this research
that support this research conducted by Nazir et al. (2012) who stated that there
is an influence of leverage ratio (DER) on stock returns with dividends as a me-
diating variable.

The result of Sobel test for estimates the indirect effect of Return On Equity
(ROE) on Stock Returns through Dividend Payout Ratio (DPR) as mediating
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variable is as follows:

Su = /0?82 +a2S2 +528¢

S, = \/(0.5492 x0.164% ) +(0.656° x0.081° ) +(0.164 x0.081°
S,, =0.096

Then, the value of #.,., obtaining as follows:

. _ab _0656x0549 _0.360

S = = ~3.748
S, 0.096 0.096

From the results, the value of Z.ou is 3.748, it is greater than £ at 5% signifi-
cant level (1.96). Based on this finding, it can be concluded that there is an indi-
rect effect running from Return on Equity (ROE) to Stock Return (SR) through
Dividend Payout Ratio (DPR). This finding implies that a company with a high
Return on Equity (ROE) has enough profit to pay dividends to its shareholders.
The higher ROE, the dividends distributed to shareholders will also be higher, so
stock returns will also go up. Dividend policy provides information about the
company’s profit growth in the future, this information will invite a response
from investors which in turn will affect the company’s return (Baah et al., 2014).
In accordance with the signaling hypothesis theory, it can be stated that the
higher ROE shows that the company has a high profit as well, so this becomes
good news or a good signal for investors and will have an impact on increasing
dividends paid, thus also increasing stock returns. The result supported the
study conducted by Rahmaninia (2016) who stated that there is an effect of the
profitability ratio (ROE) on stock returns with dividends as a mediating variable.

5. Conclusion

Based on our study, we concluded that DER (Debt to Equity Ratio) and Return
on Equity (roe) have significant effects to dividen payout ratio (dpr), while an
increase or decrease in Stock Return (SR) influenced by DER (Debt to Equity
Ratio), Return on Equity (ROE) and Dividen Payout ratio (DPR). Moreover, we
also found that DPR (Dividen Payout ratio), as mediating variable, stimulates
the effect of Debt to Equity Ratio (DER) and Return on Equity (ROE) toward
Stock Return (SR) on the property and real estate companies in Indonesia. Based
on these findings, we recommended companies to pay attention to the quality of
the Debt to Equity ratio (DER) and Return on Equity (ROE) in the company in
order to provide more benefit to the shareholders. Furthermore, investors who
are interested in investing in stock securities should always pay attention to the
company’s financial and non-financial factors. One of them is by paying atten-
tion to solvency, profitability, stock returns, and dividend policy. This is because
there are many factors that affect the return on investment. Investors who expect
returns in the form of dividends should pay attention to the company’s Return
on Equity (ROE), because ROE has the greatest and most significant effect on
the Dividend Payout Ratio (DPR).
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Overall, our results show that although theoretically not all variables affect
stock returns, our research proves that DER, ROE, and DPR have a significant
effect on stock returns. This is possible because of differences in objects, periods,
samples used in the study. Nevertheless, our study has several limitations. First,
we only consider the Debt to Equity Ratio (DER), Return on Equity (ROE) and
Dividend Payout Ratio (DPR) as indicators that affect stock returns. Second, in
our research we only collected annual data for eighteen property and real estate
companies in Indonesia over the period of 2014-2018. Therefore, further studies
are expected to consider other indicators as exogenous variables to investigate
the factors that affect the company’s stock returns. Moreover, we also suggest
future studies to improve the number of samples and periods of data that use in
the study for better results. Furthermore, this study is expected to be useful to
enrich the concepts or theories that support the development of knowledge
about financial management, especially study related to investment decisions,

solvency ratios, profitability ratios, and dividend policies.
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