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ABSTRACT 

This study aims to analyze the impact of profitability, measured by Return on Assets (ROA), Return on 

Equity (ROE), and Net Profit Margin (NPM), on the stock prices of construction companies listed on 
the IDX for the period 2019–2023. Utilizing a quantitative approach with secondary data from 19 

companies, the analysis was conducted through multiple linear regression using SPSS 26. The results 

indicate that ROA and ROE have a positive and significant effect on stock prices, while NPM does not 

show significance. This finding reinforces the signal theory that high profitability serves as a positive 
signal for investors. This study is expected to contribute to investment decision-making and corporate 

financial strategy planning. 

Keywords: Return on Asset (ROA), Return on Equity (ROE), Net Profit Margin (NPM) and Stock  
     Prices 

 

ABSTRAK 

Penelitian ini bertujuan untuk menganalisis pengaruh profitabilitas yang diukur melalui Return on 

Asset (ROA), Return on Equity (ROE) dan Net Profit Margin (NPM) terhadap harga saham 

perusahaan konstruksi yang terdaftar di BEI periode 2019–2023. Menggunakan pendekatan kuantitatif 

dengan data sekunder dari 19 perusahaan, dilakukan analisis melalui regresi linier berganda 
menggunakan SPSS 26. Hasil penelitian mengindikasikan bahwa ROA dan ROE berpengaruh positif 

dan signifikan terhadap harga saham, sementara NPM tidak signifikan. Temuan ini memperkuat teori 

sinyal bahwa profitabilitas tinggi menjadi sinyal positif bagi investor. Penelitian ini diharapkan 
memberikan kontribusi dalam pengambilan keputusan berinvestasi dan perencanaan strategi keuangan 

perusahaan. 

Kata Kunci: Return on Asset (ROA), Return on Equity (ROE), Net Profit Margin (NPM) dan  

         Harga Saham 

 

PENDAHULUAN 

The construction industry is a key driver of 
Indonesia's economy and appeals to investors due 

to its large-scale infrastructure developments, 

which contribute substantially to sustained 
economic progress. As a result, publicly traded 

construction firms on the IDX frequently draw 

significant attention, particularly in terms of their 

financial health and profit-generating capabilities 
(Narmaditya et al., 2024). 

Profitability reflects a company's ability to 

manage assets, capital, and revenue to generate 
profit. Investors tend to buy shares of companies 

with profit prospects, which ultimately increases 

the share price and company value ((Ali & Faroji, 
2021). Companies with high profitability can 

more easily attract capital and increase investor 

confidence (Dika dan & Pasaribu, 2020). 

Profitability is also a key factor in business 

and investment decisions. Companies with high 
profitability are better able to pay dividends, 

attract more investors, and increase their share 

value (Yemri Tanapuan, 2022). Because share 
prices always fluctuate, investors use 

fundamental analysis to assess profit potential 

based on financial statements and other economic 

factors (Sugiarto et al., 2018). 
According to signaling theory, companies 

with high profitability usually receive a positive 

response from investors because they are 
considered to have good prospects (Abdullah, 

2020). Profitability analysis employs several 

financial ratios, with ROA serving as a critical 
indicator that assesses a company's ability to 

transform its asset investments into net earnings 

(Narmaditya, 2024), and Return on Equity (ROE) 

serves as a key metric that evaluates a firm's 
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proficiency in generating returns from its 

shareholders' equity investments (Lestari & 
Rizqi, 2024). Furthermore, Net Profit Margin 

(NPM) serves as a critical metric for evaluating a 

company’s operational efficiency in converting 
revenue into net profit (Nabella et al., 2022). 

Multiple determinants affect the profitability 

of IDX-listed construction firms, including 
macroeconomic trends, regulatory frameworks, 

and volatility in commodity markets. A decrease 

in profitability often leads to a drop in share 

prices because investors consider it a higher risk 
for the shares (Veronika Dora Wesso et al., 

2022). 

According to Kartiko & Rachmi (2021), 
ROA, ROE, NPM, and EPS significantly impact 

stock prices.Stephen Harlan & Henryanto Wijaya 

(2022) established that ROA, ROE, EPS, and 

PBV collectively exert significant influence on 
both stock prices and returns. Similarly, Dika dan 

& Pasaribu (2020) confirmed the significant 

impact of EPS and ROA on stock prices, though 
they found DER to be statistically insignificant. 

Astuti et al., (2022) corroborated profitability's 

effect on stock prices while noting that asset 
structure and sales growth showed no significant 

relationship. Contrasting findings emerged from 

Dandanggula & Sulistyowati (2022), 

pharmaceutical sector study, where ROE showed 
positive significance but ROA and EPS 

demonstrated negative insignificant effects, with 

NPM displaying negative significance. Sari 
(2022) research revealed that DER, ROE, and 

EPS jointly affect stock prices, though only DER 

and EPS showed partial positive significance. 
Research by Nasution (2022) shows that EPS 

significantly affects stock prices, while DER, 

ROE, and NPM do not have a significant partial 

effect, but do have a significant simultaneous 
effect. Kusumawardhani & Nugroho (2021) It 

was also discovered that ROA did not 

significantly impact stock prices, whereas EPS 
and the Tobin ratio positively influenced stock 

prices. According to Nabella (2022), Liquidity, 

solvency, operations, and profitability may not 

always significantly influence stock prices, and 
conversely, stock prices may not be greatly 

affected by these factors. 

Many previous studies have examined the 
impact of profitability ratios such as ROA, ROE 

and NPM on stock prices in various sectors. 

Research by Kartiko & Rachmi (2021), and 
Stephen Harlan & Henryanto Wijaya (2022) 

shows that ROA and ROE have a significant 

impact on stock prices, the results are different 

for NPM. However, most of these studies were 

conducted before and during the COVID-19 
pandemic, with a limited time scope. In addition, 

there is still limited research that specifically 

focuses on construction companies on the IDX 
with a time range of 2019–2023, which includes 

conditions before, during, and after the COVID-

19 pandemic. 
This study provides a novelty in the form of 

an empirical analysis of the influence of ROA, 

ROE and NPM indicators on the stock prices of 

construction companies on the IDX index during 
the 2019-2023 period. covering the pandemic and 

post-pandemic periods. With a specific focus on 

the construction sector, this research provides a 
practical contribution in understanding how 

profitability indicators play a role in the 

formation of stock prices in a capital-intensive 

sector influenced by state fiscal policy. 
Based on this, This study seeks to examine 

the impact of profitability metrics on stock price 

movements of IDX-listed construction firms 
during the 2019-2023 timeframe. The findings 

aim to offer valuable decision-making insights 

for investors while assisting corporate 
management in formulating enhanced financial 

strategies. 

 

LITERATUR REVIEW 

Signalling Theory 

Signalling theory explains how asymmetric 

information between internal company parties 
and external parties such as investors can be 

bridged. In this context, the financial information 

released by the company, particularly 
profitability, serves as an indicator to investors 

regarding the company's status and future 

potential. 

According to Abqari & Hartono (2020), 
financial statements are the main communication 

tool between management and shareholders. 

When a company shows strong financial 
performance, such as increased profits, it is 

perceived as a positive signal by investors. 

Abdullah (2020) also states that these signals are 

important because they help investors assess the 
quality of management and the company's future 

prospects. For example, companies that can 

maintain high ROA and ROE are considered 
capable of managing assets and equity efficiently. 

Financial reports act as a communication 

tool between the company and its shareholders. 
The information they contain can reflect the 

company's status. Companies with high 

profitability tend to give positive signals, such as 
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profit growth or business expansion, which can 

attract investor interest Abdullah (2020). 
Investors tend to increase their capital in 

companies believed to provide higher returns 

compared to other investments (Tumandung et 
al., 2021). 

This signal theory is very relevant in the 

capital market because investors do not have 
complete information about the company's 

internal condition. Therefore, investment 

decisions are often based on visible external 

signals, such as annual financial reports, dividend 
announcements, and public statements from 

management. When the signals are strong, such 

as profit growth or efficient capital use, stock 
prices tend to rise because investors feel more 

confident to invest. Conversely, negative signals 

like declining profits or deteriorating financial 

ratios can reduce market interest and pressure 
stock prices. 

In other words, signal theory explains that 

profitability is not just a number, but also a 
strategic communication tool used by companies 

to show their strengths or weaknesses to the 

public. Therefore, understanding and managing 
these signals is very important in the company's 

financial strategy, especially in the capital-

intensive construction industry that is highly 

influenced by investor perceptions of stability 
and long-term growth. 

Profitability   

Profitability indicates a company's financial 
efficiency in generating profits from its 

operations. (Tahitu et al., 2024). Key ratios like 

ROA, ROE and NPM are commonly used to 
assess this performance. Highly profitable firms 

generally exhibit greater financial stability and 

rely less on external debt Astuti et al. (2022). 

Additionally, companies with large assets find it 
easier to attract investors and obtain external 

funding (Darmawan, 2020). 

Factors Affecting Profitability According to 
Sianturi (2021), there are five factors that affect 

profitability, including:   

1. Company Size: The larger a company is, the 

easier it becomes to secure external funding 
and attract investors. (Agustina et al., 2018).   

2. Working Capital: Optimal working capital 

management increases liquidity and 
profitability (Agustina et al., 2018).   

3. Efficiency: Effective use of resources 

increases productivity and profit (Agustina et 
al., 2018).   

4. Liquidity: Liquidity indicates a company's 

capacity to fulfill short-term financial 

obligations, which is crucial for maintaining 

financial stability (Agustina et al., 2018).   
5. Leverage: High dependence on debt can 

increase financial risk (Agustina et al., 2018). 

Profitability Benefits 

Profitability has several main benefits for 

companies according to Kusumawardhani & 

Nugroho (2021), namely: 
1. Increasing Investor Confidence: A company 

becomes more attractive to investors when it 

demonstrates high profitability. 

2. Improving Market Perception: Good 
profitability reflects effective management in 

managing assets. 

3. Increasing Company Value: High profits 
indicate efficient use of resources and 

sustainable growth. 

Profitability Measurement Indicators 

According to Setiyanti & SR (2019), 
commonly used profitability indicators are: 

1. ROA: evaluates how effectively a company 

utilizes its assets to produce profits. 
2. ROE: Shows the rate of return on 

shareholders' equity. 

3. NPM: calculates the percentage of net income 
generated from total sales revenue. 

Stock Price 

According to Bodie in (Sugiarto et al., 

2019), Shares represent equity stakes in a 
business, and their prices fluctuate based on the 

balance between buyer demand and seller supply 

in the market (Darmadji & Fakhrudin in Nasution 
et al., 2022). 

 

RESEARCH METHOD   
This research employs quantitative methods 

to analyze the impact of ROA, ROE, and NPM 

on stock prices of construction firms listed on the 

IDX for the period 2019 – 2023. The scope of the 
study encompasses 22 construction companies 

listed on the IDX index, with a sample 

comprising 19 companies selected through 
purposive sampling based on the completeness of 

their five-year financial statements. A total of 95 

observations were collected. The data utilized are 

secondary, derived from annual financial 
statements and closing stock prices available on 

the official IDX website. The variables examined 

include ROA, ROE, and NPM as independent 
variables, while stock prices serve as the 

dependent variable. 

1. Independent Variables (Profitability)    
a) Return on Assets (ROA). The formula used is:   

𝐑𝐎𝐀 =
𝐍𝐞𝐭 𝐏𝐫𝐨𝐟𝐢𝐭

𝐓𝐨𝐭𝐚𝐥 𝐀𝐬𝐬𝐞𝐭𝐬
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A high ROA figure indicates that the business 

can maximize the use of its resources to 
generate profit.   

b) Return on Equity (ROE). The formula is: 

𝐑𝐎𝐄 =
𝐍𝐞𝐭 𝐏𝐫𝐨𝐟𝐢𝐭

𝐓𝐨𝐭𝐚𝐥 𝐄𝐪𝐮𝐢𝐭𝐲
 

A high ROE indicates that the business can 
provide shareholders with large returns on 

their investments.  

c) Net Profit Margin (NPM). The formula used 
is:   

𝐍𝐏𝐌 =
𝐍𝐞𝐭 𝐏𝐫𝐨𝐟𝐢𝐭

𝐑𝐞𝐯𝐞𝐧𝐮𝐞
 

A high NPM shows that the business can 
generate more money from sales and has 

strong operational efficiency. 

2. Dependent Variable (Stock Price)   

Refers to the per-share market value of 
construction firms traded on the IDX from 2019 

to 2023. This valuation is determined using the 

daily closing price from each trading session. 
This closing price will be derived using historical 

BEI data to characterize the stock price trends of 

construction companies during the study period.   
Data analysis is conducted using multiple 

linear regression with SPSS 26, including model 

testing covering classical assumption tests, partial 

t-tests, and the coefficient of determination (R²) 
to see how much profitability affects stock price. 

The regression model used is Y = a + β1X1 + 

β2X2 + β3X3 + e, with Y as stock price, X1 ROA, 
X2 ROE, X3 NPM, and e as the error term.   

 

RESEARCH RESULTS 

Descriptive Statistical Analysis  

Helps to understand the data distribution 

through the mean, median, maximum, minimum, 

and standard deviation. This study uses 
secondary data of ROA (X1), ROE (X2), NPM 

(X3), and stock prices (Y). 

Table 1 

Results of Descriptive Statistical Analysis 

 N Min. Max. Mean 

Std. 

Deviation 

X₁ 95 -5299 901 -37,26 587,379 

X₂ 95 -2150 19010 467,97 2527,863 

X₃ 95 -47073 2299 -626,61 5221,691 

Y 95 0 2000 506,16 531,612 

N 95     

Source: Data processed SPSS 26 (2025) 

 

Classical Assumption Test  

Normality Test  

Using the Kolmogorov-Smirnov test 

assesses the distribution of regression variables, 

with data considered normal if the significance 

value > 0.05. Below are the results for ROA, 
ROE, NPM, and stock price. 

Table 2. Normality Test Results of the Data 

Tes Statistic ,074 

Asymp. Sig. (2-tailed) ,200 

              Source: Data processed SPSS 26 (2025)   

 

Multicollinearity Test  

Evaluates the relationship between 

independent variables using VIF and Tolerance 

values. There is no multicollinearity if the VIF is 
less than 10 or the Tolerance is greater than 0.10. 

The test results are as follows. 

Table 3. Multicollinearity Test 

(Constant) 2,511   ,163  15,405  ,000    

X₁ -,415  ,181  -,608  -2,290   ,025  ,187 5,347 

X₂ ,313  ,108  ,509  2,894    ,005  ,426 2,350 

X₃ ,028  ,185  ,040 ,152 ,880   ,194 5,160 

Source: Data processed SPSS 26 (2025)   

 

Heteroscedasticity Test 

The heteroscedasticity test identifies non-

constant variance of residuals in regression. This 
study uses the Glesjer test, with the results 

presented in the following table. 

 
Picture 1. Heteroscedasticity Test 
Source: Data processed SPSS 26 (2025) 

 

Autocorrelation Test 
Examines the possible correlation between 

residual errors and consecutive time intervals (t 

and t-1) in a linear regression model through the 
Durbin-Watson (DW) test. 

Table 4. Autocorrelation Test 

R 

R 

Square 

Adjusted R 

Square 

Std. Error 

of the 

Estimate 

Durbin-

Watson 

,397a ,157 ,118 ,40679 1,265 
 Source: Data processed SPSS 26 (2025) 
 

Multiple Regression Statistical Analysis 

Used to evaluate the relationship between 
dependent and independent variables. In this 

study, we specifically examine the impact of 

(ROA, X₁), (ROE, X₂), and (NPM, X₃) on stock 
price (Y). The results of multiple regression 
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analysis were performed using SPSS 26. 

Table 5 

Multiple Regression Statistical Analysis 

(Constant) 2,511  ,163   15,405 ,000 

X₁ -,415  ,181  -,608  -2,290 ,025 

X₂ ,313  ,108  ,509  2,894 ,005 

X₃ ,028  ,185  ,040 ,152 ,880 

Source: Data processed SPSS 26 (2025) 

 

Hypothesis Testing 

T-Test 

The partial t-test serves to compare paired 

variables and examine research hypotheses. The 

analysis procedure involves comparing calculated 
t-values against critical t-values at a 5% 

significance level. An independent variable 

achieves statistical significance when its t-value 
exceeds the critical threshold. 

Table 6. Result of the T-Test Analysis 

(Constant) 2,511 ,163  15,405 ,000 

X₁ -,415 ,181 -,608 -2,290 ,025 

X₂ ,313 ,108 ,509 2,894 ,005 

X₃ ,028 ,185 ,040 ,152 ,880 

    Source: Data processed SPSS 26 (2025) 

 

R2 Test (Determination) 
The R² (coefficient of determination) 

analysis evaluates the proportion of variance in 

the dependent variable accounted for by the 

regression model. This investigation employs R² 
to quantify the collective influence of ROA (X₁), 

ROE (X₂), and NPM (X₃) on Stock Prices (Y). 

Table 7. Results of the 𝑹2 Test Analysis 

R 

R 

Square 

Adjusted R 

Square 

Std. Error 

of the 

Estimate 

Durbin-

Watson 

,397a ,157 ,118 ,40679 1,265 

Source: Data processed SPSS 26 (2025) 

 

Discussion   

The Effect of Return on Assets on Stock 

Prices.   

Partial regression analysis indicates that 

return on assets (ROA) statistically influences 
stock prices (accepting variable H1), with a 

significance value of 0.025 < 0.05. A high ROA 

reflects the effectiveness of construction 

companies in managing assets to generate profits, 
attracting investors, and increasing stock prices. 

This research supports signaling theory, where an 

increase in ROA sends a positive signal to 
investors, while a decrease in ROA can lower 

market confidence and stock prices. Companies 

with higher ROA are more competitive, find it 

easier to attract capital, and strengthen their stock 

value.   

Finally, consistent with the research results, 
return on assets (ROA) has a statistically 

significant positive effect on the stock prices of 

construction companies listed on the Indonesia 
Stock Exchange (IDX). consistent with the 

research by (Stephen Harlan & Henryanto 

Wijaya, 2022) and (Dika dan & Pasaribu, 2020). 
The Effect of Return on Equity on Stock 

Prices.   

The partial test results show that ROE has an 

effect on stock prices (supporting H2) with a 
significance value of 0.005 (less than 0.05). A 

high return on equity (ROE) ratio indicates the 

company's efficiency in using equity to generate 
profits, thereby increasing investor confidence 

and increasing stock prices. This study supports 

the signaling theory that increasing ROE is a 

positive signal for investors, while decreasing 
ROE can reduce market interest and stock prices. 

These results are in accordance with 

research conducted by (Dandanggula & 
Sulistyowati, 2022) which found that ROE has a 

positive and significant effect on stock prices. 

The Influence of Net Profit Margin on Stock 

Prices.   

The results of partial testing indicate that 

NPM does not significantly affect stock prices 

(rejecting H3), with a significance value of 0.880, 
which is greater than 0.05. Investors pay less 

attention to NPM because net income in the 

construction industry tends to be volatile 
(Alifatussalimah & Sujud, 2020). This study 

aligns with Alifatussalimah & Sujud (2020), 

which states that investors are more influenced 
by ROA and ROE. The graph for the period 

2019-2023 shows that NPM moves in the 

opposite direction to ROA and ROE. 

During the pandemic (2020-2021), investors 
focused on the effectiveness of asset and equity 

management, while post-pandemic (2022-2023), 

ROA and ROE became the main indicators. The 
fluctuations in NPM make it less relevant in 

stock valuation compared to ROA and ROE 

(Zahrina & Suryanto HS, 2021). 

The findings of this study reinforce the 
relevance of Signal Theory in the context of the 

capital market, particularly in the construction 

sector in Indonesia. In this theory, a company's 
financial information, especially profitability 

indicators such as ROA and ROE, serves as 

signals for investors. These signals help investors 
assess the performance and prospects of the 

company, especially when they do not have 

direct access to the company's internal 
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conditions.   

The significant influence of ROA and ROE 
on stock prices supports the view that investors 

do respond positively to signals of high earnings. 

Construction companies that can efficiently 
manage assets and equity (reflected in high ROA 

and ROE) are considered to have bright prospects 

and lower risks, thereby encouraging buying 
interest in their stocks. This indicates that in 

practice, investors regard ROA and ROE as the 

main indicators in their investment decision-

making. 
Meanwhile, the findings show that net profit 

margin (NPM) does not have a significant impact 

on stock prices can also be explained by this 
theory. In the construction sector, which tends to 

have fluctuating net profit margins, signals from 

NPM may not be considered strong or consistent 

enough by investors. This aligns with the basic 
assumption of Signaling Theory that not all 

information carries the same signal weight—

investors tend to trust signals that are deemed 
relevant and stable.  

Thus, this finding reinforces that signaling 

theory remains an appropriate framework for 
explaining stock price dynamics based on 

profitability indicators, particularly in capital-

intensive industries that are highly sensitive to 

investor perceptions, such as construction. 
 

CONCLUSION 

It can be concluded that profitability is 

measured by ROA and ROE has a positive and 
significant effect on the stock prices of 

construction companies listed on the IDX during 

the period 2019 - 2023. In contrast, the NPM 
index does not show a significant effect. These 

results are consistent with the signaling theory, 

which suggests that strong financial performance 

sends a positive signal to investors; ROA and 
ROE have a positive and significant effect on the 

stock prices of construction companies listed on 

the IDX during the period 2019-2023. 
Conversely, NPM does not show a significant 

effect. These findings support signaling theory, 

which states that high financial performance 
sends positive signals to investors, thereby 

influencing investment decisions. Consequently, 

construction companies that can enhance 

efficiency in managing their assets and equity 
have the potential to increase their stock prices. 

This research provides important implications for 

investors and company management in 
formulating appropriate financial strategies based 

on profitability indicators. 
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