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PREFACE

Praises and thanks to Allah for all His help and permit so the writer could finish this 

script on time. This script is one of the requirements in order to get the undergraduate degree 

in economics at Universitas Sriwijaya. The script titled Accounting Information and Non 

Accounting Information Influencing the Stock Underpricing on Financial Company at 
Indonesia Stock Exchange purposed to analyze factors that might affect the stock price at the 

Initial Public Offering (IPQ)? The writer hope that this research woujd bring useftil 
information for company in general and financial company especially while prepare for 

entering the stock market.
In this research, the writer divides it into five chapters so it would be easier for the 

reader to understand the whole information. The first chapter consists of background for this 

research and also the problem statement. In chapter two, the writer put all the literature 

review related with the underpricing. In chapter three, the reader will found the methodology 

used in this research and also the model for testing the hypothesis. Chapter four consists of 

the result of the test and analysis of the hypothesis, The last chapter concludes everything 

from the whole research.

Although this research is far from perfection and still lack of accuracy, the writer 

hopes that this research could give additional information for the reader and the next 
researcher to improve and fix all the mistakes made in this research. Critics and suggestion 

will be veiy welcomed for the writer so that the same mistakes will not be repeated. Thank 

you.

-Writer-

Ditha Widya Permatasari
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ABSTRACT

Accounting Information and Non Accounting Information Influencing the Stock 
Underpricing on Financial Company at Indonesia Stock Exchange

The purpose of this study is to determine the accounting factors and non accounting 
factors influencing the stock underpricing on financial company. Variables uses in this 
research include DER, ROA, and EPS for accounting factors and company age, company 
size, and percentage stock offers to public for non accounting factors. This research was done 
using multiple regressions analysis with 5% significance level. Data collection was done 
using secondary data by observation study and literature study. The sampling technique used 
in this research is purposive sampling.

This research used 13 selected samples from 16 available populations. The research 
concluded that from the six variables proposed not one of those variables shows significant 
influence to the underpricing on financial company. Thus, first DER, failed to show a 
significant effect to the underpricing. Second, ROA, failed to show a significant influence to 
the underpricing. Third, EPS, failed to show significant influence to the underpricing. 
Fourth, company age, failed to show significant influence to the underpricing. Fifth, company 
size, failed to show significant influence to the underpricing. Sixth, percentage stock offers 
to public, failed to show significant influence to the underpricing.

Keywords : Underpricing, accounting information, non accounting information, DER, ROA, 
EPS, company age, company size, and percentage stock offers to public.
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CHAPTER I

JNTRODUCTION

Background of Research Statement

Generally, every company wants to expand their activity like making a 

new branch and even built a new plant. To do this expansion the companies need 

additional Capital that requires huge amount of money. In order to fulfill these 

needs, sometimes the fund taken from inside the company is not enough. 

Therefore there must be some effort done by the company to search for another 

source of fund from outside the company. The Capital market i s the answer for this

1.1.

question, by issuing shares. Here, the investor could invest their money by buying

the shares and also obligations of the company.

According to Samsul (2006) Capital market is a place where supply and

demand of various long term financial instruments traded, whether in the form of

money, stock, or derivative instrument. The function of Capital market is to

allocate funds efficiently from one surplus economic unit to the deficit economie

unit. Besides, Capital market is an activity that deals with public offering and stock 

trading, public company with its stock offers and institution who issues it. (Capital

Market Regulation, 1995).

The process of offering some of the share to the public through the Capital 

market is called Go Public. Pagano et al (1998) suggested that there are several 

purposes of go public such as to solve the debt problem, have bargaining deal 

with bank, increasing working Capital, as an altemative of funding, ancj
,_vfo'01KA



monitoring. In the process o f go public, before the share were traded at the stock 

exchange, the company’s share that going to be go public were sold at the primary 

market called initial public offering (IPO).

According to Draho (2004:1) an IPO is the first time shares of a company 

sold to the public and subsequently traded on the stock market. IPO hope to be 

able to fix the company prospect. The recovery of company prospect could lead to 

higher stock price. The price of the stock that was sold at the primary market 

(IPO) has been determined first by both underwriter and the company. Therefore, 

the price at the secondary market was determined by the market mechanism 

(supply and demand). Usually the company uses the Service from underwriter to 

be the intermediary between company that need fund and investor as the supplier

of fund.

The problem often occurs during the IPO is underpricing. Underpricing is 

a condition where the price determined at IPO (primary market) is significantly 

lower than the price at the secondaiy market on the first day (Hammer, 2008). 

Otherwise, when the price at EPO is significantly higher than the price at the 

secondary market, this called overpricing. Underpricing caused by the asymmetry 

of information (Beatty et al, 1989).

Asymmetry of information could be happen between the issuer, 

underwriter, or between the investor. To decrease the asymmetry of information, 

the company should issue the prospectus. The prospectus contains of financial and 

non financial information. This information will help the investor to make a 

ratjonal decision related to the real value of the stock offered by the issuer (Kim et

2



al, 1995). So the investor will not suffer a loss because they didn’t get initial

retum.

The condition of underpricing will bring disadvantage for the company 

that initiate to go public, because the fund gain from the public cannot reach 

level. Whereas when the overpricing happens, the investor will suffer 

from loss, because they didn’t get any initial retum. The owner of the company 

wants to minimize the underpricing situation, because the occurrence of 

underpricing caused wealth transfer from the owner to the investor (Beaty, 1989).

To determine the ideal stock price and avoid the underpricing, the 

company needs to Ieam factors that affect underpricing. By knowing these factors 

will avoid the company suffer from loss because of the low stock price. 

Accounting information is Information comes from the company’s economic 

activity. This information usually in the form of financial statement such as Debt

maximum

to Equity Ratio (DER), Retum on Asset (ROA), and Eamings per Share(EPS). 

Meanwhile, non accounting information comes from the outside company’s 

economic activity such as Company Age, Company Size, and percentage share 

offers to the public.

Debt to Equity Ratio (DER) is one of the analysis techniques that could be 

used to analyze company’s financial performance. DER could be used to 

the company ability to fulflll their obligation. DER guarantees the company 

liabilities by using their own Capital (Ang, 1997). A high financial leverage shows 

a higher risk of financial or failure for a company to retum its debt, and vice 

versa. Daljono (2000) proposed that company’s age, percentage of stock offers,

measure

3



company profitability, solvency ratio did not have a significant effect to the initial 

retum. It means that the level underpricing of the companies in Indonesia were 

affected by underwriter and financial leverage.

Retum on Asset (ROA) is a measurement of company ability to get profit 

with its asset. Investor could use this as a consideration whether the company will 

gain profit or not in the future, which means will smaller the risk. This shows that 

the company could use all its assets to gain profit so the expected underpricing

level will be low. Ghozali (2000) and Hardiningsih et al (2002) proposed that

ROA has a significant negative and positive effect respectively to the level of

underpricing.

Information about company revenue could help the investor to judge the

ability of the company to get a good cash flow in the future. The Eaming Per

Share (EPS) give an image to the investor about the profit that could be accepted 

in a certain period by buying the share. Misnen Ardiansyah (2002) stated with the 

financial variable; company’s profitability, financial leverage, EPS (Eaming per 

Share), current ratio, and the company scale only EPS variables could affect the 

initial retum for underpriced stock. Meanwhile, the non financial variables such as 

the economic condition could affect the initial retum. At the other side the 

underwriter reputation variable, auditor reputation, company’s age, and kind of 

industry didn’t affect significantly to the initial retum of underpriced stock.

Company with a long operating age will also provide a wider publication 

compare to a recent operating company. This information will be usefiil for the 

investor to reduce the uncertainty. The investor doesn’t pay more money to get

4



information about the company. It means that the company that runs longer 

have an underpricing level lower that the recent company. Rosyanti and Sabeni 

(2002) proposed the company age has a negative effect to the underpricing. Also, 

according to Durukan (2000) the size of company has a negative effect to the 

initial retum (underpricing).

However, Nasirwan (2000) shovvs that the company’s age didn’t have any 

significant effect to the underpricing. Also, a different result shown by Daljono 

(2000) and Sulistio (2005) stated there is no significant effect between the 

company’s size with the underpricing (initial retum).

Company with a bigger scale and high level of growth will ofTers their 

stock with higher price. In contrary, smaller company that has lower level of 

growth will offers their stock with lower price. That means, when company offers 

a bigger percentage of shares to the public it will reduce the level of uncertainty to 

the public. This will lead to reduce the level of underpricing. Nasirwan (2000) 

shows the percentage of stock offers has a significant negative effect to the 

underpricing. Then, a different result shows by Sulistio (2005) stated the 

percentage of stock offers has a significant positive effect to the underpricing.

Because the result conduct by some researcher shows a significant 

difference, so the writer tries to conduct another research with the following 

variables. The research will uses data from Financial Companies listed in 

Indonesa Stock Exchange. There are 61 Financial Company listed, where 16 of 

them did IPO during 2005-2011 and there are 13 companies suffers from an 

underpricing problem.

more

t
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Table 1.1
List of Company Conducting EPO

Closing
Price

Day 1 (Rp)

IPO Price StatementCompanyNo Listing Date (Rp)

Underpricing 

Underpricing 

Underpricing 

Overpricing 

Underpricing 

Underpricing 

Underpricing 

Underpricing 

Underpricing

Underpricing
> • , * %* *.0 •
Overpricing

■ '■ : •;

70 Overpricing

1761 24* June 2005

2 13th July 2005

3 6,h Sept 2005

105PEGE 

RELI 

MFIN

4 23"1 Dec 2005 AM AG . ‘ 105'

5 lsl June 2006

6 10* July 2006

7 15* Dec 2006

8 3rd July 2007

9 4* Oct 2007

10 8* Jan 2008

300250

260195
-■ 87

300160BNBA
495350BBKP

157115SDRA

210200MCOR

160150BACA

12501080BAEK
•v.;: . *

• X

,11’ 12* Mar 2008 / BTPN 2850 • 2775

12' 25* June 2008. , VRNA . ) .100
... -i. .. «v»*I.v’- ---- - -r • 7f «r -:T- ■

13 17*060 2009

14 8* July 2010

15 13* Dec 2010

Underpricing

Underpricing

Underpricing

Underpricing

840800B BTN
900600BJBR
250150BSIM

16 10th May 2011 230HDFA 200
Note : Until lst Semester of 2011 
Source: IDX Fact Book YahooIFinance

So, based on the above background, this research will study about

“ACCOUNTING INFORMATION AND NON ACCOUNTING

INFORMATION INFLUENCING THE STOCK UNDERPRICING IN THE

EPO ON FINANCIAL COMPANY AT INDONESIA STOCK EXCHANGE’\

As the inconsistency did by previous researcher, the writer is interested in

6



conducting another research and proves empirically factors influencing the stock

underpricing.

1.2. Statement of Research Problem

In this proposal, the writer will investigate factors that influence the stock 

underpricing at go public company listed in the Indonesia Stock Exchange from

year 2005- 2011. The problem statements that proposed are:

1. Is accounting factors afTecting the underpricing on Financial Company that

did IPO.

2. Is non accounting factor affecting the level of underpricing on Financial

Company that did IPO.

1.3. Research Objectives

The purpose of this research are :

1. To analyze the effect of accounting factors to the underpricing at 

Financial Company

2. To analyze the effect of non accounting factors to the underpricing 

level at Financial Company

1.4. Research Contribution

By doing this research the researcher hope it could bring some benefits

such as:

a) For Investor

7



The result of this research could be used as the consideration material 

in decision making to invest fund at the Capital market.

b) For Issuer

This research could be used as the consideration material in doing the

initial offer at Indonesia Stock Exchange to get the proper price, so all

shares that offered could be sold at a whole.

c) For Academia

This research is hoped to increase the knowledge and discourse for the 

academia who is interested in stock market especially stock

underpricing.

d) For the Next Researcher

This research could be used as an additional reference for research

recommendation that would be done in the fiiture

1.5. Systematic Report

The systematic report in this research as following belo w:

CHAPTERI. INTRODU CTION

In this chapter contains background of research statement, 

statement of research problem, research purpose, research 

benefit, and systematic report.

8



CHAPTER II. REVIEW OF LITERATURE

In this chapter contains description about theory uses to support

the research from the problem that were reviewed, previous

research, conceptual framework, and hypothesis.

CHAPTER III. RESEARCH METHODOLOGY

In this chapter contains research variable, population and sample,

kind and source of data, data collecting method, method of data

analysis, and test of hypothesis.

CHAPTER IV. DISCUSSION & ANALYSIS RESULT

In this chapter contains the description of the research object, data

collecting, data analysis, hypothesis test and review of analysis

re suit.

CHAPTER V. CONCLUSION

In this chapter contains conclusion, research limitation, and 

suggestion.

9
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