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ABNTRACT

Tirfs stwdl was condecied to determine the condition of company's financial performance wsing financial vatios ond
Jiancial analysis based on valve added and the Tmpact on sfock vetrns consumer goods secior compamye Nsted on
the DX peviod 2004-2008. From the reseaveh condncred. the resnlt thar the overall financial performance of the
compony measrred B nsing o measires of financial performance thae shows good condition with an increasing
frend. The deterivrating financial condition in 2008 was as o reselt of the plobal financiol crisis that alse adversely
ciffect he mrerkes percepion of e company's stock performance in e secfor,

Stmdraneousiv, a sionficane diiference between the financial vatios of the compary (X0 ookd fimomcicd analvsis
hiaved valne added (X)) as a measure of finauciol performance of the compamny's stock veturn (Y) in the consiamer
gonds snb-secior company fisted on the T perfod 20042008 with o cocfficient of determinaéion of 60%. Bur
partally ey vartahle X, which fnancial rotios covering CR DAR, NPM and PEV has a sinificant velafionship o
sfock vefurins omd hove o meaier influence than finaciol analysis baved valie added fwhich melndes EVA and

MVAL
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INTRODUCTION

On the Tndonesia Stock Txchange (110X)
often heard about stocks defensive or shares which
is considersd guite stromg in the midst ol crisis,
One (vpe of shares included in the catcgory of
shares defensive is Consumer Goods stocks.
Consumer Goods is olien regarded as the scclor
strong amid crisis as consumer products in general
is a primary need of humem, Level needs Fairly
stable towards consumer products however the
global situation indicate the nature its delensive
consumption sector, especially for consumer goods
in Indomesia where the target market of consumer
goods arc humans so that the Tndonesian state is
populated by maore than 2000 million human heings
have the polential level of high need as well,
Measurement of financial performance generally
by using  [Onancial walio  analysis.  Howewver,

+inancial ratin analioie 1ginn accanating data oo
ALllcdllte-A0dL  Ladbins  CHLLsd I.._"' oL 1.I.JI.I.I.‘I:._ ‘.W\f\.'ullllllb RALELLE Lliow

has some disadvantages, such as ignoring the cost
ol capital, lhe contnbution of Oxed assels, and
market walue of the sharcs issucd making it
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ditficult o know whether the company has heen
ible to create value or not. So in this way is nol
fully in accordance with the objective to maximizre
the wealth of shareholders.

These ICAsSUreInents should be
complemented by using a measurement of
financial performance other based on the value
{value based). With wvalue added hased
complementary measure of corporale perlonnance,
the management required is always to increase the
company's value, With performance measurement
based on value added (value added) is expected to
obtain  the results of corporate  performance
measurement that is more realistic so that investors
can easily in taking the right decision.

Subramanyam (2007} argues that financial
ralios are the Qgures obluined fom the comparison

At tha financial ctatameant iteme ooith monctoardinats
TFEL Ll BLLIGdRIb-NE8L R bl BTl ENSERLD SV ELEL FUI}‘. ST RFEL R L

relevant  and  significant.  According to
Subramanyam (2007} lhere are six sigmilicant
ratios that can be used in measuring the financial
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perlomuance of a company through tatio analysis
of financial statements, the liquidity ratio, capital
structure and  solveney walio, proftability ratio
{return on investment), operating performance,
asset utilization ratio, and market measures ratio
{valuation),

Where as measurements bascd value added
them using EVA (Economic Value Added) and
MY A (Markel Value Added). EVA 15 a meusure
with respect to the right all the factors related to
value crenlion (value). EVA measures the value
added (valuc crcation) generated a company by
way of reducing the cost of capital (cost of capital}
arising as a resull of the investments mmade.
{Stewart: 1990 in Makelancrs (1998) and Legowo
{(2002)). Positive EVA indicates the company
managed Lo create value for the market and the
owners  of capitul  because the company  cun
generaie refurns that exceed the cost of capital.
This is in line with the company's goal is (W
maximize corporate value, Conversely, a negative
EVA indicates the value of the company decreases
as the rate of return is lower than the cost of
capital. MYVA is caleulated from the dillerence

Tvararamn tha maelerat sralina AF the cbacsl- minnie tha
EFCLWF Al LEBL TGN Pl Wall bbb &F1 Tiihs FRLFCP TTITTILLDY Liihe

book value per share. MY A is positive indicates
thal the shares the company is valued investors 1s
greater than the book value per share.

Formulaiion Research

How  dees a4 company’s  Anancial
perlormance as measured by linancial ratios and
financial analysis of the value added based on
stock retums consumer goods sub-seclor company
listed on the Stock Exchange the period 2004 -
2008, cither partially or simullaneously.

study Theoretical
Analysis of Corporate Finance by Using
Financial Ratios

According o Subramanyam (2007) there are
sin significant ratios that can be used mn
measuring the financial performance of a

1l

Iy ratin analyeic of fina
h rats or T
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o
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company throug 0 ana :
slalements 15 the hguidily capital
structure and solvency ratio, profitability ratio

{return on investment). operating performance,

-

Talio,
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asset utilization ratio, and market measurcs
ratio (valuation).

4. Ligwmdity Ratio
This ratio 15 used to evaluate the ability of
the company to meet its short term
obligations. Liquidity ratios include current
ratio (CR), quick ratio, and cash ratio.

Current Assets
Current Liabilities

CR =

b. Capital structure and solveney Tatio
This ratio is used to determine how much
the company's ability to mect the
olflications owned, both short term and long
term. One of the indicators uscd in the
solvency ratio s debt to asset ratio (DAR).
The formula o calculate the AR by
Subramanyam (2007} 15 as lollows,

_To tal Liabilitizs

DAR
Total Assets

¢. Profitabilily ratios {relurn on investment)
The ratio is a profitability ratio that
measures how far the company's ability to
ocencrate profits on the level of sales, asscts,
and capital stock (Hanali, 2005). Tndicators
that can be used is return on equity (ROE)
and return on assets (ROA),

c.]. Return on Equity (ROE)
According  Sawir  (2003), ROE s
profitability  analysis thal shows the
extent to which company effectively
manages its own capital, and measure
the benefits of the investments made
capital owners or sharcholders. ROLE

caleulation value by Brigham &
Houston (2000} can be mulated as
follows.
Net Income
ROE =———

Equity




c.2. Return on Asscts (ROA)

Ang  (1997) statcs that the ROA
measure of net profit alter tax (earnings
alter tax) to total assets which rellects
the company's  ability (o generale
profitability for the company.
Mathematically, ROA
formulated into:

can be

Net Income

ROA

" Total Assets

d. Operating Perlormance Ratio

According  to Subramanyam (2007,
operating performance ratio is the ratio
used in evaluating the profit margin from
operating activities. One of the indicators
that can be used to measurc operating
performance ratio is through the net profit
margin {MNPM).

NPM caleulation can be lormulaled as
1ollows.
| Net Income

NEPM =
Sales

e. Assel Unlusation Ralio

This ratio 1s used to assess the etfectiveness
of the company in managing asscts to
generate sales. According to Subramanyam
(200°7), ome ol the mportant mdicators
evalualing the ellechiveness ol the company
in managing assets 1s to use the total asset
turnover ( TATO) that can be formulated as
follows.

Sales
TATO0 = ——7——
Tatal Assets

- ¥aluation
Valuation basically refers o the estimaled

intrinsic wvalue of a company or stock
(Subramanvam, 2007). Onc of the

indicators that can be used 15 the price-lo-
book value (PBV). PBV 15 a ratio that

Ettect of Corporate Financial Performance Using Rario Analvsis and Financial Analysis Based on Value
Added Towuard Stoek Beturn In Scetor Company ol Consumer CGood on The 13X Period 2004 — 2008

describes how many times an investor is
willing to pay a sharc for cach of the book
value per share. PBY magnitude can be
determined by using the [ollowing lormula.

market price per share
PEBV =

book value per share

Corporate  Financial Analysis-Based on

Value Added

Financial analysis of the company's
value added is based EVA and MVA, has
imcluded an element of cost of capital,

According to Young and O'Byme
(2001:17y EVA is the calculation of the
profitability of a company's operations not
only reduce operating costs but also reduce the
capital costs associated with the operation of
the total revenue. Young & O'Byrne (2001:39)
statcs that EVA is an cstimate of truc
economic profit of the busmess for the vear
and  very diflerent [rom  accounting  profit.
Thus, EVA 1s nothing but the difference
between the return on capital (rate of return, r)
with the cost of capital {cost of capital) and
muliphed by the economic book value of
capital. EVA can be formulated
mathematically as follows: (Sarwono and
Sctiawa, 1999:124) :

EVA = {r-¢} x capital
— rx cupital — ¢ x capital
where,
r = rate of return on capital
capital = economic book value of the capital
C = cost of capital

Furthermore, based on the above formula EVA
can be [ormulated as follows:

EVA  =NOPAT - (¢ x capital)
NOPAT = net operating profil alter tax
EVA  =NOPAT - Capital Charge or
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LVA — NOPAT - (WACC x Invested
capital),

Composition of eapital ol a company which is

a very big mlluence m caleulating the value ol

EVA  Generally can be obtained from the
debt, the issuance of preferred stock, and

commeon stock. Capital composition cffect on
the caleulation of the cost of capital. With the
combination of capital consists of debt and
common stock eguity. Table 1. below shows
the steps o calculate the value of EVA,

Table 1.
The Steps To Calculate EVA

No Steps

Equaution

. | Caleulate NOIFAT

NOPAT — ERIT (1-Tuxi

2. | Caleulate fnvesied Capital

favesied Capital = current libalitics +
long-term debt | stock holder™s equity

.| Caleulate Cost ef Capriterd

ket — Kd (1-Tax)
Ko =R+ hbeta [TiRm) — Ri]

4, | Calevlate A

WACC = WKt (1-Tux — WeKe

3. | Menghitung Nilai £FA

Scnree: Yonnw & O Byene (2000

MVA is the difference between the
market value of the company's common stock
wilh a par value ol the company's common
stock muliiplied by the number ol common
shares outstanding company. MV A cquation is
as follows:

MWVA = (The markel valug ol the company's
common  stock - par value  common
stock) x Outstanding shares of the company.

The formulation is used if the company
omly has ome type ol securities 15 common
stock. However, 10 the company's securities
consist  of common  stock, bonds,  other
securities, according Djawahir (SWA: 2007)
then MVA is obtained by calculating the
cnterprise value (the sum of the market price
of shares, debentures and other securitics)
minus book value or capital invested.
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EFA — NOPAT — (WACC x Invested
Cenpréterd)

MVA can also be  obtained by
multiplying the difference between the market
share price and book value per share by the
number ol shares 1ssued. Stock markel value
of the company is reflected by the stock price
i3 listed at the end of the period during the last
one year (generally December 31). Book value
per share 15 obtamed by dividing the prolit per
share or earnings per share (EPS) with a rate
of return on equity or return on equity (ROL)
or by dividing total equity by the number of
sharcs outstanding,.

Stock Return

Capital markets 15 a market for a variety
of long-term financial instruments that can be
traded, cither debt securities (bonds), cquitics
(stocks), mutual funds, derivatives and other
insiruments. The capital market 1s a means ol
linancing for companies and other institutions
{eg, govermment), and as a means for investing



activitics. Thus, capital market to facilitate
various trading activitics and other related
activities. Financial instruments that arc traded
m ihe stock markel 15 a long-lerm nstrumentls
{over a period of 1 year) such as stocks, bonds,
warrants, rights, mutval funds, and various
derivative instruments such as options, futures,
and others.

Rate ol retum 15 tetum enjoyed by
myestors of an investment 1s domg, Without
the rate advantage enjoved from an
investment, of course. investors will not
invest. So cvery investment both short term
and long term benefit the mam ohjective of the
so-called return either directly or indirectly
(Robbert Ang, 1997: 20.2).

Component return consists of two tvpes
of current income and capital gains (profits the
differcnce in price). Current income s a
benetit that is gained through the paviment
period as deposit interest payments, dividends
and s0 on. Relemed 0 as revenue smooihly,
that 15 the prolit earned s usually m the lrm
of cash or cash equivalents, so it can he
revealed quickly, such as interest rate or
current accounts, and cash dividends. And
cash equivalents 15 a stock bonus or slock
dividend is g dividend paid in stock and can be
converted into cash.

The sccond component of the return is
the capital gan, the proht eamed due to the
dilTerence belween the selling price and the
purchase price of shares of an investment
itrusmen. Capital gain depends on the market
price of an investment instrument, which
mecans that the investment instrument must be
traded in the market. With the trade will give
rise o changes in the value ol an invesiment
msirument  that  gives  capital gains. The
amount of capital gains made by analysis of
historical returns that occurred in the previous
penad, so 1l can be determined the magmiude
ol the desired level of retum (expected retumn).
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Lxpected return is the expected return by
the investor on an investment that will be
accepled in the future. Factors alfecting the
relun 0o an nvestimenl  meludes  mtemnal
factors and external factors. Tnlemal [actors
include  the quality and  reputation
management, capital structure, debt structure,
the level of profit achicved and other
company's internal conditions. External (actors
melude the impact of monetary and  fiscal
policy, industrial  development, economic
factors and so on. (Robbert Ang, 1997: 20.3).

HYPOTHESIS

There is a significant relationship
between financial ratios and financial analysis
firm based valve added as a measure of
financial performance of the company's stock
return on consumer goods scctor company
listed on the IDX period 2004 - 2008, cither
partially or simultancously.

Description of Financial Performance and
Stock Return Consumer Good Sector
Company listed on the IDX period 2004 -
2008

a. Description Liguidity

The average level of liquidity as measurced
by the currenl rato ol the company’s
comsumer  goods  seclors listed on TDX
period 2004 - 2008 amounted to 203,72%,
with a declining trend in the last period. But
the company's overall liguidity conditions
in good shapc, as scen in the chart below.

Graph |, Average hguidily (cwrrent raiio)
Consumer Good Sector Company
listed on the IDX period 2004-
2008
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b. Description of capital structure and

solvency ratio

The average level of solvency as

measured by debi-lo-assets ratio (DAR) of

the consumer goods sector company listed
on the 11X periad 2004-2008 amounted to
47.57%, with a declining trend, as seen in
the chart below. This condition indicates
that the company is very carcful in the use
of debt as a mcans of financing the
CoOmpany.

Oraph 2. Average Solvency (DAR) Good
Consumer Sector Company listed
on the IDX period 2004-2008

Average DAR
55.00
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45.00
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¢. Description Profitability

378

The average level of profitability as
measured by return on equity (ROE) of the
company's consumer roods sectors listed on
IDX  period 2004-2008 amounted to
31.67%, with an increasing trend, as seen in
the chart below. This condition shows that
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the owverall profitability of the company is

cood condition.

Ciraph 3. Average Profitability (ROE)
Consumer Crood Seclor
Company hsted on the TDX
period 2004-2008

Average ROE
35.00
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d. Description of Operating Performance

The average level of operating performance
as measured by net profit margin (NPM) of
the consumer goods sector company listed
on the IDX period 2004-2008 amounted to
4.04%, wiich flucinaicd wiih a declining
trend in the last period, as shown in the
chari below this.

Graph 4. Average Operating Performance
(NPM) Consumer Good Scetor
Company  listed on the 1DX
penod 2004-2008
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¢. Description Asset Utilization

f.

The average level ol assel wiilization as
measured by tolal assels lumover (TATO)
ol consumer goods sector company listed
on the IDX period 2004-200% amounted to
1.61 times, with a prowing trend, as sech in
the chart below . This condition indicates

that the overall eondition of the assels of

the company 1s ellective lor generaling
sales,

Graph 5. Awverage  Assct  Utilization
(TATO)  Consumer  Good
Sector Company listed on the
DX period 2004-2008
Average TATO
1.80
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Description Valuation

The average level of stock valuation as

measured by price-to-book value (PBV) ol

consumer goods sector company listed on
IDX period 2004-2008 amounted to 6.28
times, with a declining trend, as seen in the
chart below . However, the overall market
is still perceived positively by the market
price considering the condition ol the
company 1s sl well above the boole value
ol the stock itsell,

Graph 6. Average Valuation Shares (PBV)
Consumer Good Scetor Company

listed on the DX period 2004-
2008
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o, Description of Economic Value Added

(EVA)

The average EVA ol consumer goods
sector company listed on TDX period 2004 -
2008 amounied 1o Rp 1,459 806,020,000, -,
with the ever-mereasing (trend, as seen in
the chart below. This condition shows that
the overall financial performance of the
company is good cconomics,

Graph 7. LVA average Consumer Good

Roantme (D lmavmminrr Diotaad e 110V
CPCLLUAD ALRFLTI DL Y BaLeu WHE s

period 2004 — 2008

Average EVA
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h. Description Market Value Added (MV A)

Average MVA of consumer goods sector
company hsted on IDX penod 2004 - 2008
is Rp 24435411.380.000, -, with a
deelining trend in the last period, as scen in
the charl below. However, this condition
mdicales  that  the overall  economic

379




performance of the company's finances arc
still good.

Graph 8. Average MVA Consumer Good
sector Company listed on DX period 2004
— 2008

Average MVA

40,000,000.00
30,000,000.00

.Y
20,000,000.00 7/, N

10,000,000.00

2004 2005 2006 2007 2008

i. Description of Stock Return

Average stock return of consumer goods
sector company listed on IDX period 2004 -
2008 iz positive at 1% with a declining
trend in the last period, as seen in the chart
below. The dechine in the stock relums [or
the penod 15 as o resull ol the glohal
geonomic crisis that swept across the world,
including Indoncsia.

Graph 9, Average Stock Relum Consumer
Good Sector Company listed on
the Stock Lixchange the period

Average 5tock Return
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Effeet of Financial Performance Assessment
Using TFinancial Ratios and Financial
Analysis-Based on Value Added Toward
Stock Reiurn on Consumer (Good Seclor
Company Listed on the IDX Period 2004 —
2008

After the initial phase ol the classical
assumplion, the result that there are 2 (Lwo)
variables thatl research dala 1s TATO and ROE
as a measure ol a company's Inancal ratios
that do mol pass the lest multkolemenias,
After both indicators are removed, then ail the
data has been passed on throughout the
classical assumption that including normality
test, autocorrclation test, heteroscedasticity test
and test multkolemenias. In order o oblain
results that all wvariables X that includes
variable X1 (financial ratios) and X2 {financial
analysis bascd valuc added) has a 60% impact
on stock  retums comsumer  goods  seclor
company listed on the TDX period 2004-2008.

2004 - 2045
Maodel Summary
Adjusted R Std. Brror of the
M ovdel It 2 Souare Souare Fstimate

| 437 FOE

B 2342713

. Prodiciors: (Constaniy, MY A, DAR, PR, VA, CR, NPM

Results obtaincd from the regression cquation,
there are 4 mdependent vamables that have a
positive relationship to stock returns, is the
current ratio (CR), debt-to-asscts ratio (DAR),
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price to book valuc (PBV) and market value
added (MVA), while the remaming the nel
profit margin (NPM) and economic value



added (LW A) has a nceative relationship with
stock returns (SR), through the cquation:

Stock Retom (5R) = -0,196 + (LOOOCR +
0003DAR — 0,001NTPM
I 0,001PBY — (2.391E-

From the overall results of hypothesis testing
(F-tcst) obtained the result that all the
mdependent variables X (both X, and X:)
sigmificantly influence stock relums (vamable
Y

$ILVA  —  (1,780L-
LIMVA
ANOVA"
Madel Sum of Squares Lyf hean Square F Siz.
1 ez ression 23 fa A fr. 5 A
Residual RAR 1% AT
Terlul 33 24

., Prodiclors; (Constant), MY A, AR, PRV, VA, CR, NPM

[x, Digpendent Varahle; RETURMN

The eoctficient of determination  of  the
variable X, (linancial ratios) which includes
CR, DAR, NPM and PBY on slock relumns is

determination for the stock return of 16.5%.
These results indicaie that the assessment of
inancial perlommance using lnancial ratios

25 7% While the wvunable X: (based value greater mlluence and signmilicantly on stock
added Inancial analysis) which meludes EVA retuns compared  using  [inancial  analysis
and MVA has a smaller coellocient ol based value added.
Muodel Summary
Agljus R Sul, Frrar ol the
Mol E B Stuane {'?”Hb_"l " _n."” it
Square Estimate
1 a1 S5l 237 03197147
a. Predictors: {Constant), PBY, DAR, C12, MER
ANOY A"
Maodel Sum ol Squares DI Mluan Squurne I E[g.
1 Fegrossion 013 4 03 3070 D40
Fezidual z0 20 A
l'otal NUEX 24
a. Predictors: {Constant). PBY, DAR, CR, MEK
h. Dependent Variable: RITTURN
Muodel Summary
Vodd R R S A{I_Iiuilﬁl R Sul. I':rrm'nl'th:
Square Estimate
1 ELES 235 65 AFAR5TI11

a. Predictors: {Constant), MY A, EYA
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ANOVA"

Ml vl Sum ol Squares hlean Soquare I7 Sig.

| Rusrrassion 05 2 A 33T De3
RBesidual Q25 22 a0l
Terlul 33 24

., Pradiviors: (Constant), MY A, TY A
lr. Dependent Vardable: RETURMN

Conclusion

a.

Owerall  financial performanee of  the
consumer goods sector company listed on
ithe DX period 2004 - 2008 15 measured
using [inancial rauos  indicate  zood
conditions. The deteriorating condition of
financial ratios in 2008 were as a result of
the global financial crisis that occurred in
that year were also negatively alfect the
markel percepiion ol the company's stock
perlformance in the sector,

Similarly, the financial performance of the
consumer goods sector company listed on
the 1IDX period 2004 - 2008 which was
measurcd by using a financial analysis
based value added also showed good
shape anyway.

There is a significant relationship between
financial ratios and financial analysis firm
based on value added as a measure of
financial performance of the company's
stock return on consumer goods scctor
company listed on the IDX period 2004 -
2008 simultaneously, with a coeflicient ol
determination ol 60%. Bul partially only
variable  X;  which financial  ratios
covering CR, DAR, NPM and PBYV has a
significant relationship to stock returns.

Company's  [mancial  perlformance
measured by financial ratios have a higher
influence on stock returns than the

financial analysis based on value added.

ik

Recommendation

HE

382

For mvestors should continue o

finaneial ratios as a measure of finanecial

Lise
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b.

&

perlormance 15 something the company in
delermining 1ts mvestment siralegy n the
stock market.

For companics should continuously
monitor and control the inancial ratios as
will be immense influence on company's
stock price is perceived by investors.

For other rescarchers who will conduct
research on topics similar to this study
should merease the amount ol data with
muore research and use the latest data and
the use of other types of corporate sector
Ly oblain more comprehensive results are
much better.
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