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Estimating systematic risk for the best investment decisions
on manufacturing company in Indonesia
Abstract

Estimation of systematic risk is one of the important aspects of the best investment decisions. Through systematic risk
prediction will be known risks to be faced by investors, because systematic risk is a measure of investment risk. In
addition to returns, investors always consider the risk of investment, because investors are rational individuals, ie indi-
viduals who always consider the trade-off between return and risk. At a certain level of return, investors will tend to
choose investments with the lowest risk level. Conversely, at a certain level of risk, investors tend to choose invest-
ments with the highest return rate. The purpose of this paper is to analyze the influence of the financial information on
the systematic risk of stock manufacturing companies listed on the Indonesia Stock Exchange over a period of five
years from January 2011 to December 2015. The financial information is measured in four accounting variables, i.e.
financial leverage, liquidity, profitability, and firm size. The results of data analysis using multiple linear regression
method to prove that at the 0.05 level only variable sized companies that significantly influence systematic risk.
Meanwhile, the variable financial leverage, liquidity, and profitability does not affect the systematic risk. The results
showed inconsistencies with the results of several previous studies. This inconsistency may be due to measurement

problems variable accounting, the implementation period of the study, and the use of different research samples.

Keywords: systematic risk, investment decision, financial information.

JEL Classification: G11, G17, N25.
Introduction

Estimation of risk is important to achieve the best
investment decisions. One of them, conducted by
predicting systematic risk by using financial infor-
mation presented in the financial statements. Inves-
tor as one of the investment decision maker is al-
ways assumed to be a rational individual, that indi-
vidual is risk averse or risk neutral. That is, indi-
viduals consider the trade-off between expected
return and risk in investment decisions (Bera and
Kannan, 1986; Scott, 2009; Puspitaningtyas, 2012).

Risk and return relations are positive and linear. The
higher the risk, the higher the expected return, and
vice versa. Thus, investor expectations for invest-
ment decisions are to obtain the maximum return
with a certain level of risk (Sudarsono, Husnan,
Tandelililn and Ekawati, 2012; Puspitaningtyas,
2012). Theory of investment in the concept of Capi-
tal Asset Pricing Model (CAPM) defines risk as beta
(B). Investment theory also states that an investor
would consider only for the level of risk that can not
be eliminated through diversification, so that the
size of the risk is still relevant is the systematic risk
(Fama and French, 2004; Homan, 2006; Anjum,
2014). Thus, systematic risk is a measure of invest-
ment risk and are defined as beta (f). Although, Lai
and Stohs (2015) have proved that CAPM has died.
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The purpose of this paper is to analyze the influence
of the financial information on the systematic risk of
stock manufacturing companies listed on the Indo-
nesia Stock Exchange. The financial information is
measured in four variables, namely financial leverage,
liquidity, profitability, and the size of the company.

1. Literature review

1.1. Financial information and decision usefulness.
The main purpose of financial accounting is to pre-
sent information that is useful for the users to make
decisions. The financial information presented in the
financial statements are the product of accounting,
so that financial information can be referred to as
the accounting information. However, in this paper
the authors work in terms of financial information.
Investors need financial information as a basis for
the analysis of investment decisions.

Financial information is a fundamental requirement
for the (potential) investors for making investment
decisions. Investors often use accounting informa-
tion disclosed to the public because the information
has a signal about the prospects of a company in the
future (Sulistio, 2005; Zuhrohtun dan Baridwan,
2005; Scott, 2009; Puspitaningtyas, 2012; 2015).
Accounting information is complete, accurate and
timely possible for investors to make rational deci-
sions so that the results are expected.

Accountants, as the accounting information provider
should be able to understand, what the purpose and
benefits of their financial information, presented in
the financial statements of a company for the users
of information, so that the information presented can
actually be beneficial to the users in the process of
rational decision making.
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For purposes of presentation of financial informa-
tion is to facilitate the decision-making process for
the users of accounting information. SFAC 1 pre-
sents the adaptation of decision theory to the finan-
cial statements (accounting) to provide accounting
information useful to investors, creditors, and other
users in making rational investment decisions
(Scott, 2009; Puspitaningtyas, 2012; 2015).

1.2. Portfolio diversification strategy and system-
atic risk (f). Diversification strategy, namely to
invest in a portfolio of securities, is one way for
investors to reduce or minimize the risk without
reducing expected returns. Diversification is meant
to add securities in the portfolio in order to reduce
total risk. If the two stocks portfolio of the is better
than one, then the three stock portfolios should be
better than two, and so on. Portfolio diversification
principle states that the risk can be eliminated (but
not all) with the implementation of the investment
strategy (Scott, 2009; Sudarsono, Husnan, Tande-
lililn and Ekawati, 2012; Toth, Lancaric, Piterkova
and Savov, 2014; Puspitaningtyas, 2015).

There are two types of risk in investments (Harianto
dan Sudomo, 1998; Estrada, 2002; Bodie, Kane and
Marcus, 2009; Sudarsono, Husnan, Tandelililn and
Ekawati, 2012, 2012; Toth, Lancaric, Piterkova and
Savov, 2014; Puspitaningtyas, 2015), namely: (1)
Systematic risk, and (2) unsystematic risk. Summa-
tion of systematic risk and unsystematic risk is the
risk of the total shares of the company. Unsystem-
atic risk is the risk that can be eliminated through
diversification in the portfolio, the source comes
from internal factors (micro), and this risk affects
one (small group) company, such as an increase in
sales of the company were higher than expected.

Meanwhile, systematic risk is an inherent risk, a risk
that can not be eliminated through diversification in
the portfolio, the source of this risk comes from
external factors (macro) such as inflation, the an-
nouncement of changes in interest rates, and this
risk affects all the (many) companies. Systematic
risk of each company will be correlated, otherwise
unsystematic risk is not correlated (Harianto dan
Sudomo, 1998; Estrada, 2002; Sudarsono, Husnan,
Tandelililn and Ekawati, 2012; Toth, Lancaric, Pi-
terkova and Savov, 2014; Puspitaningtyas, 2015).

Investors pursuing a strategy of investing in a port-
folio of securities (shares) on the grounds, if inves-
tors added more than two types of securities in the
portfolio (many securities), the benefit of reducing
the risk that investors will get bigger until it reaches
a certain point, where the benefits of these reduc-
tions began to decrease. When public resources on
securities risk affect all companies, even the expan-
sion of diversification can not eliminate the risk. In

other words, risk can occur again after the expan-
sion of diversification. Such risk is referred to as
market risk or systematic risk, or the risk that can
not be diversified (non-diversification risk). In con-
trast, the risk can be eliminated by diversification
and is called unique risk or firm-specific risk or
unsystematic risk or the risk that can be diversified
(diversifiable risk) (Estrada, 2002; Bodie, Kane and
Marcus, 2009; Toth, Lancaric, Piterkova and Savov,
2014; Puspitaningtyas, 2015).

Systematic risk is defined as the beta () and plays
an important role in the diversification principle to
measure the risk of the securities. Because some of
the risk can be eliminated through diversification
strategies, the risk of missing parts has become ir-
relevant in the measurement of risk and this risk can
be ignored. Relevant risk in the measurement of risk
is the risk that can not be lost through diversifica-
tion, this risk is called systematic risk or beta (f)
(Harianto dan Sudomo, 1998; Hartono, 2008; Scott,
2009; Estrada, 2002; Anjum, 2014; Toth, Lancaric,
Piterkova and Savov, 2014; Puspitaningtyas, 2015).
Thus, the risk represented by beta is systematic risk
of a security or a portfolio and risk is associated
with the level of expected profit. Beta is a measure
of the movement between the change in the price of
securities and changes in the market value of the
market portfolio. Beta is a measure of the return
movement of securities (portfolio) to market return.
This paper intends to analyze whether a systematic
risk is still relevant as an indicator measuring in-
vestment risk. If the systematic risk can be predicted
using financial information so it is useful for making
investment decisions.

1.3. Estimating beta. Knowing the beta of a securi-
ties or a portfolio is essential to analyze the securi-
ties or portfolios, they are also useful as considera-
tion for entering into the securities portfolio forma-
tion. To calculate the portfolio beta, beta first needs
to be calculated each of the securities. Calculating
the risk of a portfolio is not only by adding up all
the individual securities in the portfolio at risk. In
other words, the risk of the portfolio is not the sum
of the risk of individual securities in the portfolio.
Beta portfolio is a weighted average of each of the
securities beta. Thus, the portfolio beta can be calcu-
lated as a weighted average (by proportion) of each
of the individual securities that make up the portfo-
lio (Hartono, 2008; Bodie, Kane and Marcus, 2009;
Toth, Lancaric, Piterkova and Savov, 2014; Puspi-
taningtyas, 2015).

Beta of a securities can be calculated through esti-
mation techniques, using historical data in the form
of market data and accounting data or fundamental
data of a company. Estimating the beta of a securi-
ties can be done by regressing the return of securi-
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ties (as dependent variable), and the market return
(as independent variables). The resulting regression
equation of time series data will produce beta coef-
ficients, assumed to be stable over time during the
period of observation (Hartono, 2008; Puspitan-
ingtyas, 2015).

There are two stages in estimating beta (Chun dan
Ramasamy, 1989; Tandelilin, 1997; Sufiyati dan
Na’im, 1998; Puspitaningtyas, 2015), that is:

1. The first stage: determining the individual
stock return (R;) and the market return (R,,).

¢ Calculating stock return i in period ¢ with the
formula:

Ri,z = (Pi,r..Pi,t-l)/ Pi,t—l,

R;, = return of stock i in period t; P;,= price of
stock i in period 7.

¢ Determine the market return in period ¢ is
calculated by:

Rm,r= (Rm,t - Rm,t—l) /Rm,t»la
R,, ;= return the market portfolio in period z.

2. The second stage: the coefficient estimates [
(systematic risk) by regressing between stock
returns I (R;;) and the market return (R, in
period ¢, by the equation:

Ri,= o+ ﬂiRm,t + &in
&= variable error.

1.4. Accounting variables and the systematic risk.
This paper gives the meaning of the variable ac-
counting as a variable that presents the information
(data) from the accounting of firm’s financial ac-
counting process and presented in the financial
statements of a company. Accounting variables have
the same meaning as the fundamental financial vari-
ables or variable. Accounting variables present ac-
counting information that can be used to determine
the systematic risk (beta) shares of the company.
Variable accounting is generally presented as a ratio
of finance. This paper aims to analyze the influence
of variables in financial leverage, liquidity, profit-
ability, and the size of the company against system-
atic risk by using multiple linear regression analysis.

1.5. Financial leverage and the systematic risk.
Financial leverage indicates, how much the com-
pany’s operations are financed with debt. Financial
leverage is an accounting variable, related to the use
of funds that have a fixed load with the hope to in-
crease the revenue. One way to measure variables is
to use the financial leverage ratio of total debt,
which is the ratio between total debt (the sum of
long-term debt and short-term debt) to total assets.
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This measurement shows how much the amount of
the company’s assets are financed by debt or capital
from creditors (Syamsuddin, 2007; Artikis and Ni-
fora, 2013; Puspitaningtyas, 2010; 2011; 2015;
Shahzad, Ali, Ahmad and Ali, 2015).

Brealy and Myers in Gumanti (2003), Puspitan-
ingtyas (2011), and Mishra and Modi (2013) re-
vealed that the finance literature states the variabil-
ity value of companies, affected by the influx of
debt into capital structure. When debt incorporated
into the company’s capital structure, resulting in
volatile earnings stream. This will increase the risk
of stock and contribute to its shareholders to obtain
a higher return.

Hamada (1969; 1972), Rubenstein (1973), Ben Zion
and Shalit (1975), Christie (1982), Puspitaningtyas
(2010; 2011), and Shahzad, Ali, Ahmad and Ali
(2015) revealed the company’s risk as a function of
financial leverage. Dhingra (1982) states that finan-
cial leverage is one of the predictors of the risk of
the company, that the expected risk of a firm is posi-
tively related to financial leverage. Gahlon (1981),
Gahlon and Gentry (1982), and Mandelker and Rhee
(1984) provide a theoretical model and empirical
evidence that financial leverage in determining the
potential risk of the company.

Financial leverage is predicted to have a positive
relationship with systematic risk. The higher the
ratio, the greater the assets means companies are
financed with debt. This reflects a significant risk to
the company. Their business debt is high, causing
high debt burden, and the systematic risk also be-
comes higher (Beaver, Kettler and Scholes, 1970;
Puspitaningtyas, 2010; 2011).

The study by Beaver, Kettler and Scholes (1970)
using the ratio between the long-term debt to total
assets, proving financial leverage positive influence
on systematic risk. Tandelilin (1997) using the ratio
between total debt with its own capital, also proved
positive influence of variable financial leverage on a
systematic risk

Meanwhile, Chun and Ramasamy (1989) using the
ratio of long-term debt to shareholders’ funds, found
the negative influence of financial leverage variable
on a systematic risk. Sufiyati and Na’im (1998)
measure financial leverage to the average of the
percentage change in earnings after interest and
taxes divided by the percentage change in net oper-
ating income, or earnings before interest and taxes
proves that financial leverage variables negatively
affect systemic risk.

This study, using measurements of long-term debt,
divided by total assets predicting that the variable
financial leverage positively affects systematic risk,
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because the greater the company’s assets financed
with debt, the greater the composition of debt in the
capital structure. This reflects the higher the risk
that the company will accept. Financial leverage
(FL) in periodt is measured using the ratio of long-
term debt (LTD) in period ¢ with total assets (TA) in
period t:

FL,=LTD;: TA.,.
H,\: Financial leverage affects the systematic risk.

1.6. Liquidity and the systematic risk. Liquidity
indicates how much a company’s able to pay short-
term financial obligations at maturity using avail-
able liquid assets. One way of measuring the liquid-
ity variables is to use the current ratio, i.e. the ratio
between current assets by current liabilities. This
measurement shows, how much the company’s abil-
ity to pay current liabilities with current assets
available (Syamsuddin, 2007; Panwala, 2009; Pus-
pitaningtyas, 2010; 2011; 2015; Niresh, 2012; Ra-
jdev, 2013; Putra, Lahindah and Bambang, 2014;
Ismail, 2016).

Liquidity is predicted to have a negative effect on
the systematic risk (Beaver, Kettler and Scholes,
1970; Dhingra, 1982; Selva, 1995; Puspitaningtyas,
2010; 2011; 2015). Relatively high liquidity does
not only reflect that the company has the ability to
repay short-term liabilities or maturing, but also
reflects that the company has the level of adaptation
to environmental changes is higher. Thus earning a
lower degree of uncertainty and risk that will be
accepted is lower (Dhingra, 1982). Logically, it is
known that the more liquid the company, the
smaller the risk. Thus, the high level of liquidity
should reflect that the company has a low risk.

Chun and Ramasamy (1989) by using the current
ratio and Tandelilin (1997) by using the quick ratio
prove that liquidity variables negatively affect sys-
temic risk. In contrast, using the same measurement
of liquidity variables with Chun and Ramasamy
(1989), the positive influence of the liquidity vari-
ables to systematic risk found in the study of Bel-
kaoui (1978) and Capstaff (1992).

This study, using measurements of current assets
divided by current liabilities, predicts that the nega-
tive effect on the liquidity is of systematic risk.
Because, the more liquid is a company, then the
company is considered to have the ability to pay
short-term obligations or liabilities maturing. In
addition, the company also is considered to be in a
relatively stable financial condition, it reflects the
risks facing the company will be smaller. Liquidity
(Li) in period ¢ is measured using the ratio of current
assets (CA) in period rand the current liabilities
(CL) in period t:

Li,= CA;: CL,.
H,: Liquidity affect the systematic risk.

1.7. Profitability and the systematic risk. Profit-
ability shows the ability of the company to benefit
from a number of funds invested in the total assets.
One way is to use a profitability measure return on
equity, which is the ratio between the net profit after
taxes to stockholders equity. This measurement
indicates the level of net income derived owners of
companies on capital invested (Syamsuddin, 2007;
Panwala, 2009; Niresh, 2012; Rajdev, 2013; Puspi-
taningtyas, 2010; 2011; 2015; Ismail, 2016; Jami
and Bahar, 2016).

Profitability levels were tested for their investor
considerations regarding the effectiveness of busi-
ness operations, determined from the profitability of
the past (Gumanti, 2003; Puspitaningtyas, 2015).
The level of profitability demonstrates the effective-
ness of the company’s operations in making a profit.
Profitability is predicted to have a positive influence
on systematic risk, meaning that the higher profit-
ability will lead to acceptable risk, and a company
will be higher as well. Risk and profitability, the
investment theory are always connected positively
(Dhingra, 1982).

Tandelilin (1997) by using the net profit margin
measurements prove the positive effect on the prof-
itability of systematic risk. Instead, using the meas-
urement of gross profit margin, it was found nega-
tive influence of the variable profitability of the
systematic risk. Chun and Ramasamy (1989) using
the measurement of net income after taxes before
extra-ordinary items divided by shareholders’ funds,
also found a negative effect on the profitability of
the systematic risk variables.

This study, using measurements of net profit after
tax divided by capital itself, predicts that the posi-
tive effect on the profitability of systematic risk.
Because, the higher the level of profitability of a
company, the higher the risk that the company will
accept. The greater the returns obtained by the
owner of the company, the greater the risk is ac-
cepted. Profitability (Pr) in period ¢ is measured
using the ratio of net profit after tax (EAT) in period
t and owner’s equity (Eq) in period ¢:

Prt = EAT;: eq.
H;: Profitability affect the systematic risk.

1.8. Firm size and the systematic risk. Large com-
pany predicted has low risk, and the relationship
between firm size and risk is negative (Ben Zion
and Shalit, 1975; Dhingra, 1982; Capstaff, 1992;
Selva, 1995). Beaver, Kettler and Scholes (1970)
and Asgari, Pour, Zadeh and Pahlavan (2015) state
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that the size of the company can be used as a proxy
for determining the total risk of a company, that
large companies have a smaller risk than small
firms. Firm size as a measure of total assets pre-
dicted to have a negative influence on the systematic
risk. The variable firm size is determined by using
the logarithm of total assets each year, the assets
used as a proxy measure of the size of the company.

Dhingra (1982), Amato and Amato (2007; 2012),
and Asgari, Pour, Zadeh and Pahlavan (2015) re-
vealed that in general, large companies have a
broader spectrum of activity, than small enterprises,
so that the stock price and return on equity of large
enterprises become relatively more stable. There-
fore, large companies are considered to have less
risk, than small firms. In addition, large companies
tend to be known by investors, assumed to have
access to capital markets, the information needed for
investment is also likely to be more available,
resulting in large company stocks tend to be more
liquid with lower expected risk. Based on the
above argument is predicted that the size of the
company negatively affects systematic risk, which
means that large companies tend to have a smaller,
risk than small firms.

Capstaff (1992) by using measurements of natural
logarithm of the book value of total assets found
that the variable size of the company has a negative
influence on the systematic risk. Conversely, a posi-
tive effect was found in the study Tandelilin (1997),
which assesses the firm size variable using total
assets of the company in period .

This study using measurements of the total assets of
the company predicts the size of the positive effect
on systematic risk. Because, the bigger the size of
the company (measured by total assets) the greater
the investments in the total assets greater. Conse-
quently, the share price will be higher, the expected
return is also higher, consequently the risks facing
the company will also be higher. The firm size in
period ¢ measured using the logarithm of total assets
(Log-TA) in period ¢:

FZ, = Log - TA.
H,: Firm size affecs the systematic risk.
2. Methodology

This section of the study sets out the population and
sampling technique, and the analysis methods.

2.1. The population and sampling technique. The
respondents in this research include manufacturing
companies listed in Indonesia Stock Exchange,
which amounted to 150 companies. The manufac-
turing company selected as research subjects by
reason of the company relative, has the same prop-
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erties that use the same fixed assets with a fixed
load is relatively large (such as the use of machines
and other production equipment) in its operations.

Sampling was done by purposive sampling tech-
nique, namely choosing a sample based on defined
criteria adapted for the purpose of research, as many
as n sample companies. Furthermore, a number n of
samples multiplied by the company’s five-year
study period (2011-2015) will be the total number of
observations (observation frequency), as many as n
observations.

The criteria set for the sampling are as follows:

¢ The Company publishes financial information
period 2011-2015.

¢ The Company has a weekly stock price informa-
tion for the period January 2011-December 2015.

Based on the sampling criteria, this sample
amounted to 127 companies. Observance of the
variables measured, in the span of five years (2011-
2015), is arranged in a time series. Companies that
become sample of 127 companies with a range of
observation time of five years, with the frequency of
observation as much as 635 observations (n = 635).

2.2. The analysis methods. Data were analyzed
using multiple linear regression analysis. Multiple
linear regression analysis model in general is (Guja-
rati, 2003): Y, = by + byXo, + b3X5, + 1. This study
developed a model of multiple linear regression
analysis as follows: f = by + boFL, + bsLi; + byPr, +
bsFZl + L.

Inferential analysis is used for proving the hypothe-
sis (hypothesis testing) to the regression coefficient.
A statistical calculation is called significant if the
value of the test statistics is in critical regions (re-
gions where Hj is rejected). In contrast, so-called
insignificant if the value of the test statistics is in
areas where Hy is accepted. Formulation of hypothe-
ses is as follows:

Hy: the independent variables (X;) are not an sig-
nificant explanatory to the dependent variable (Y).

H,: independent variables (X;) are significant ex-
planatory to the dependent variable (Y).

There are three criteria for accuracy in regression
analysis, namely:

¢ The t test or the test of significance of individual
(partial), i.e. a test that shows, how far the influ-
ence of the explanatory variables (independent)
individually in explaining the variation of the
dependent variable. The expected level of signi-
ficance was a = 5% = 0.05, or at a 95% confi-
dence interval. If 7 significance value is less than
0.05 (p <0.05), Hy is rejected and Ha accepted.
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¢ F-test or simultaneous significance test is a test
that indicates, whether all the independent va-
riables, contained in the regression model, have
influence simultaneously on the dependent vari-
able. The expected level of significance was a =
5% = 0.05 or 95% confidence intervals. If, F
significance value is less than 0.05 (p < 0.05) Hy
rejected, and Ha is accepted.

¢ The coefficient of determination (R?) is to
measure, how far is regression model, obtained
from the multiple linear regression analysis to ex-
plain variation in the dependent variable. The
coefficient of determination is between 0 and 1.
Value R? is small, and means that the ability of the
independent variables in explaining the variation
of the dependent variable is very limited. Value
close to 1 means that the independent variables
provide almost all the information, necessary to
predict the variation of the dependent variable.

3. Results

Multiple linear regression analysis was conducted to
determine the effect of financial leverage, liquidity,
profitability, and the size of the company against
systematic risk (beta / ). Table 1 presents the re-
sults of multiple linear regression analysis.

Based on these results, it appears that at the 0.05
level just large companies that have significant in-
fluence or a significant explanatory against system-
atic risk (accept Hy). Meanwhile, financial leverage,
liquidity, and profitability does not affect or is not a
significant explanatory against systematic risk (refuse
Hj, H,, and Hj3). The results of the above analysis can
be derived in the as model the following equation:

p=-1513+0.370 FZ + e.

The equation model indicates that company size has
positive influence on systematic risk.

Table 1. The results of multiple linear regression

analysis

Multiple R 0.355
R square 0.126
Adjusted R square 0.120
Standard error of estimate 0.61282
F value 22.713
Sig. F 0.000
Variables in the equation

Variable B Std. error Beta t Sig.
FL -0.117 0.081 -0.054 -1.437 0.151
Li -7.66E-04 0.001 -0.044 -1.181 0.238
Pr 1.675E-04 0.002 0.004 0.101 0.920
Fz 0.370 0.039 0.355 9.395 | 0.000
(Constant) -1.513 0.230 -6.572 | 0.000

Source: results of the analysis.

Measurement problems of financial leverage, liquid-
ity, and profitability may be one cause of the three
accounting variables, indicating no effect on the
systematic risk. Measurement of financial leverage
ratio, liquidity, and profitability chosen as the basis
of analysis, may be less able to provide a direct im-
pact on systemic risk so it does not give effect to
systematic risk. Instead, the analysis results also
reflect that the total assets as a factor ratings of firm
size variables can be used as a proxy to predict the
magnitude of systematic risk. That is, the variable
size of the companies represented by the total size
of assets, can provide information for investors to
predict the systematic risk.

F test values = 22.713, is significant at the 0.05
level. That is, that all the independent variables in-
cluded in the regression model, ie financial lever-
age, liquidity, profitability, and the size of the com-
pany together (simultaneously) effect, or a signifi-
cant explanatory variable beta. The coefficient of
determination (RZ) obtained is very small (R2 =
0.126). That is, the resulting regression model
showed that the ability of variable financial lever-
age, liquidity, profitability, and the size of the com-
pany in explaining the variation of the variable beta
is severely limited by 12.6%. Meanwhile, the re-
maining balance of 87.4%, is explained by other
variables (e) were not observed.

Problems variable measurement of financial lever-
age, liquidity, profitability, and the size of the com-
pany, may be the cause of the inconsistency of the
results of research on the effect of financial lever-
age, liquidity, profitability, and the size of the
company against systematic risk. Despite many
studies that provide empirical evidence about the
effect of financial leverage, liquidity, and profit-
ability of the systematic risk, there is no provision of
measurement of financial leverage, liquidity, profit-
ability, and the size of the enterprise standard to
determine its effect on systemic risk. As a result, the
selection of accounting measurement variables to be
biased. Thus, the absence of a standard measure-
ment and may be the cause of inconsistencies in
research results.

Use of the study sample and the period of imple-
mentation of different studies may also be a factor
contributing to inconsistency of research results.
The use of different samples lead to different data
sources, so that the financial and economic indica-
tors are also different. This is because the analysis
model used is not able to control the influence of
culture, market transactions, and financial and eco-
nomic conditions are different. So that different
samples may cause the results, not consistent with
other studies.
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The period of implementation of different re-
searches indicates situations and different capital
market conditions, which, over time, if there is a
change in the situation and condition of the capital
market environment. Capital markets in Indonesia,
including the capital market that is growing, so there
is a tendency to instability of capital markets behav-
ior changes compared with established capital mar-
kets (such as the New York Stock Exchange /
NYSE). This condition may cause the results ob-
tained are not consistent.

Multiple linear regression model produced showed
that the ability of variable financial leverage, liquid-
ity, profitability, and firm size variables in explain-
ing the variation of systematic risk is very limited. It
shows there are many other variables that affect the
company's stock systematic risk. This study only
considers four accounting variables. Future research
may consider other accounting variables that pre-
dicted effect on systematic risk, for example, vari-
able and variable capital market activity (such as
price earnings, price-book value, dividend yields
and earnings per share).

In addition, this study uses only one measurement
for each variable accounting. Perhaps the selection
of these variables is less precise measurements, so
that the results are not significant. Future research
may consider measurements of other accounting
variables; mainly choose the variables that pre-
dicted measurements, which provide a major in-
fluence on systematic risk. For example, using the
measurement of total debt to total equity and long-
term debt to total equity for the measurement of
financial leverage variables. Because equity related
to the return to be received by investors, and returns
are affected by risk, so investors tend to stabilize the
investment risk. Measurement of quick assets to
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current liabilities, current assets to total assets, and
current liabilities to total assets for the measurement
of liquidity variables. And, the measurement of net
profit margin and return on investment for the
measurement of profitability variable.

Conclusions

Based on the analysis we can conclude that at the
0.05 level only variable sized companies that sig-
nificantly influence systematic risk, which means
that the variable firm size is the determining factor
that can affect systematic risk of shares to be borne
by investors. Conversely, variable financial lever-
age, liquidity, and profitability have less direct im-
pact that could affect the company’s stock system-
atic risk, because the three accounting variables
showed no effect on systemic risk.

Regression model showed that the variables of fi-
nancial leverage, liquidity, profitability, and size of
enterprises simultaneously are a significant explana-
tory against systematic risk stock company. The coef-
ficient of determination of 12.6% indicates that the
ability of the four accounting variables, included in the
regression equation models, are very limited in ex-
plaining the variation of systematic risk variable shares
of the company. The results showed inconsistencies
with the results of several previous studies. This incon-
sistency may be due to measurement problems vari-
able accounting, the implementation period of the
study, and the use of different research samples.

Suggestions for further research that would do this
kind of research to develop a variable of accounting
and measurement accounting variables that pre-
dicted effect on the company’s stock systematic risk
and apply it to other types of companies, listed on
the Indonesia Stock Exchange with a longer obser-
vation time.
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