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Abstract—The research objective was to determine the effect
of cash flow components consisting of operating cash flow,
investment cash flow, financing cash flow, gross profit, and
earnings per share on stock returns. The population is the annual
report of manufacturing companies listed on the Indonesia Stock
Exchange for the period 2016-2018. Samples were taken of 32
company annual reports using purposive sampling method. Data
collection using the documentation method. Data were analyzed
using Multiple Linear Regression. The results of the operating
cash flow analysis do not have a significant effect on stock
returns. Investment cash flow has no significant effect on stock
returns. Financial cash flow has no significant effect on stock
returns and the results of gross profit analysis do not have a
significant effect on stock returns. Meanwhile, earnings per share
analysis has a significant effect on stock returns. Based on the
results of the analysis, it can be concluded that the components of
cash flow and gross profit are not reference variables for
investors in making investment decisions and earnings per share
are the main targets in making decisions. Therefore, companies
must pay attention to earnings per share to attract investors.

Keywords—cash flow components, gross profit, earning per
share and stock return multiple linear regression

I. INTRODUCTION

In its role as an economic function, the capital market
makes it easy to transfer funds from parties who have excess
funds (investors) to parties who need funds (issuers). Capital is
said to have a financial function because it gives the owner of
the funds the possibility and opportunity to obtain returns
according to the characteristics of the chosen investment.

Investors generally expect returns that are more than what
they have done, so investors are required to be more careful
when they want to invest. The main requirement for investors
to want to invest through the capital market is a sense of
security for their investment and the rate of return that will be
obtained from it.

This investment consists of dividends and capital gains
(losses). Financial reports are one source of information that
investors can use in making investment decisions. Therefore,
financial statement analysis is considered important to
understand the information contained in these financial
statements. The steps used in the analysis of financial
performance through this financial statement are different and
different for each industry, including cash flow statement
analysis, income statement using gross profit figures, and ratio
analysis in the form of Earning per share.

Profit is one of the company performance parameters that is
the main concern of investors and creditors. In this study, we
use the gross profit figure to see the effect on stock returns
from investing in company stocks. This is based on the results
of Nurdiana [1] which proves that the gross profit figure has
better earnings quality than the other two profit figures
presented in the income statement, is more operative, and is
more able to provide a better picture. relationship. between
earnings and returns on shares.

With this similar research, it discusses the components of
cash flow, gross profit and earnings per share [2], the
researcher states that operating cash flow has a significant
effect on stock prices, while investment cash flow and
financing cash flow have no significant effect. on stock prices,
whereas according to Rizak and Ana [3] in his research that
partially accounting profit has a significant effect while
operating cash flow, investment cash flow, financing cash flow,
and company size have no significant effect on company stock
returns and simultaneously all variables in the study effect on
stock returns. Based on the descriptions and research results
that still have different results and different proxies, this study
aims to analyze the effect of the components of cash flow,
gross profit, and earnings per share on stock returns in
manufacturing companies.
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Il. RESEARCH METHODS

Stock return is the result obtained from investment.
According to Hartono [4], "stock returns are the results
obtained from stock investments. The return can be in the form
of realized returns that have occurred or expected returns that
have not occurred but are expected to occur in the future. "
Return that is realized is the return that has occurred and is
calculated using historical data. The return realization is
important because it is used as a benchmark for company
performance.

According to Hartono [4],

Return = capital gain (loss) + yield.

Capital gain or capital loss is the difference from the
current investment price relative to the price of a certain period,
it can be found by:

Pt—-pPt—-1
Pt—-1

Capital gains (loss) =

Information:
Pt = Share price at period t
Pt-1 = Share price in period t-1

The definition of cash flow according to Rahman Pura [5]
defines a cash flow statement as follows: "The cash flow
statement is a report that describes cash inflows (cash receipts)
and cash outflows (cash disbursements) in a certain period".

According to Dwi Martani [6], in general, the flow
statement consists of three parts, which are the company's cash
transactions, namely as follows:

e Operating Cash Flow (Operating Activities) Represents
transactions of operational activities which are reported
in profit or loss. Because these operating transactions
are short-term, the main accounts in current assets and
current liabilities are related to the flow of operating
activities.

e Cash Flow Investing (Investing Activities) Represents
transactions related to changes in non-current assets,
including investments and intangible assets.

e Funding Cash Flow (financing activities) Represents
transactions related to long-term

e liabilities and company equity as the company's main
source of transactions.

Operating cash flow according to Harahap [7] operating
cash flow is an activity included in this group which is the
main revenue-producing activity of the company and other
activities that are not investment activities and derivative
activities. Investment cash flow according to 1Al [8] cash flow
statement from investing activities is the acquisition and
disposal of long-term assets and other investments that do not
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include cash equivalents. Separate disclosure of activities is
important because cash flows are expenditures that have been
incurred for resources that generate future income and cash
flows. For example: advances and loans made to other parties
(other than advances and credits given by financial
institutions). The definition of activity cash flow according to
IAI [8] is cash flow that comes from activities that result in
changes in the amount and contribution of the entity's
borrowed capital.

Hery [9] defines transaction activities which include
transactions obtained from cash or returned to fund owners
(investors) and creditors. So what is included in controlling
activities includes transactions relating to long-term debt or
equity (capital) of the company.

According to Hanafi et al [10], gross profit is the difference
between sales and the company's cost of goods sold. In order
for the company's operations to be profitable, the company's
operations must be planned carefully and carried out according
to the plans that have been made. The implementation of the
plan must always be monitored and if irregularities occur then
action must be taken immediately before the situation gets
worse. Gross profit analysis is an ongoing process and must be
carried out effectively.

To compile the gross profit according to Jusup [11] can use
the following calculations:

Gross profit = Net sales - Cost of goods sold

According to Sujarweni [12], defines Earning Per Share
(EPS) as follows:

"The ratio of earnings per share or also known as the ratio
of book value, is a ratio to measure management's judgment
in achieving benefits for shareholders."

According to Hanafi et al [10] The formula for calculating
earnings per share of a company is as follows:

Net income

EPS

number of shares

The population in this study are all manufacturing
companies in Indonesia that have listed their shares on the
Indonesia Stock Exchange (IDX) for the period 2016 and 2018.
While the sample in this study comes from a population
selected through the purposive sampling method. The data
source used is the company's annual report which will be
analyzed using the documentation method. The dependent
variable in this study is stock returns and the independent
variables are operating flow, investment cash flow, cash flow,
gross profit and income per share. The conceptual framework
proposed is as follows Figure 1:
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Fig. 1. Concept framework.

Information:

Individual Influence (Partial)

Effect together (Silmutan)

The analytical tool used is analysis. Multiple linear
regression analysis is the relationship between two or more
independent variables and the dependent variable.

Regression Formulas:

Y =a+blX;+ b2X; + b3X;3 + bdXy + b5X;5 +b6Xst+e

Information:
Y = Return Shares
A = Constant
b1-b5 = Regression Coefficient
X1 = Cash Flow from Operating Activities,
X2 = Cash Flow from Investing Activities
X3 = Cash Flow from Financing Activities
X4 = Gross Profit
X5 = Earnings Per Share (EPS)
E = Confounding Variable

And using the partial significance test (t-test) and
simultaneous significance test (F-test).

e H1: The Effect of Operating Cash Flow Information on
Stock Returns
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e H2: The Influence of Investment Cash Flow

Information on Stock Returns

e H3: The Effect of Funding Cash Flow Information on
Stock Returns

o H4: The Effect of Gross Profit on Stock Returns
o HB5: Effect of Erning Per Share on Stock Return

e H6: Effect of Operating Cash Flow, Investment Cash
Flow, Funding Cash Flow, Gross Profit, and Earning
Per Share on Simultaneous Stock Returns.

I1l. RESULTS AND DISCUSSION

TABLE 1. NORMALITY TEST
Test Sig. Conclusion
Kolmogorov 0,639 Normal data
Smirnov

Based on the table 1 above, it is known that the
Kolmogorov Smirnov significance value is 0.746 and the
significance value is 0.639. Based on these results, it shows
that the Kolmogorov Smirnov significance value is greater than
the significance value (0.639> 0.05) meaning that the data in
this study are normally distributed.

TABLE II. MuLTICOL LINEARITY TEST RESULTS
No Variable Tolerance VIF
1 Cash flow from operating activities | 0,175 7.070
2 Cash flows for investing activities 0.482 2.077
3 Activity cash flow 0.375 3.332
4 Gross profit 0.287 4.805
5 EPS 0.976 1.024

Based on the table 2 above, it is known that the VIF value
of the cash flow variable for operating activities is 7,070 and
the tolerance value is 0.175. In the cash flow variable in
investing activities, the VIF value is 2.077 and the tolerance is
0.482. The variable VIF value of cash flow activities is 3,332
and the tolerance value is 0.375. The variable VIF value of
gross profit is 4.805 and the tolerance value is 0.287. The
variable VIF EPS value is 1.024 and the tolerance value is
0.976. These results indicate that the VIF value is less than 10
and the tolerance value is more than 0.1, so it can be stated that
the data does not occur multicollinearity.

TABLE III. AUTOCORRELATION TEST
Autocorrelation Score Criteria
Durbin Watson 1,980 du<d<(4-du)

Based on the table 3 above, it is known that the Durbin
watson value is 1.980, while the Du value is 1.803 and the 4-
DU value is 2.197. Thus, it can be stated that 1.803 <1.980
<2.197, so it can be stated that the data has no autocorrelation.
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Fig. 2. Heteroscedacity test.

Based on the figure 2 above, it is known that the point
spreads above and below 0 on the Y axis. This indicates that
heteroscedasticity does not occur and if there is a certain
pattern, there is a symptom of heteroscedasticity.

TABLE IV. MULTIPLE LINEAR REGRESSION ANALYSIS
No Variable B
1 Constant 273,628
2 Cash flow from operating | —0,328

activities

3 Cash flows for investing activities | 0,160
4 Activity cash flow -0,271
5 Gross profit 0.229
6 EPS 20,635

Based on the table 4 above, multiple linear regression
equations can be arranged:

Y=273,628-0,328X,+0,160X>+ 0,271X3+0.229X4+20,635Xs

Shows the results of the constant value of stock value, if it
has a variable component of cash flow, gross profit and
earnings per share have significant results. However, only
partially income per share has a significant value, because
earnings per share is a source of return on shares.

TABLE V. F TEST RESULTS
Test F result Sig
Simultan 98,120 0,000

Based on the table 5, it is found that the F test value is
0.000 smaller 0.05, so it can be stated that operating cash flow,
investment cash flow, cash flow, gross profit and EPS together
have a significant effect on stock returns.
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TABLE VI. T TEST RESULTS

No Variable t Sig
1 Constant -1,006 0.097
2 Cash flow from operating activities 0.935 0.125
3
4
5

Cash flows for investing activities -0.535 0.194
Activity cash flow 0.824 0.152
EPS 20.672 | 0.000

Based on the table 6, it is found that the t test results on the
operating cash flow variable have a significance value of 0.097,
greater than 0.05, so it can be judged that operating flow has no
significant effect on stock returns. The investment cash flow
variable has a significance value of 0.125 greater than 0.05, so
it can be stated that the investment cash flow has no significant
effect on stock returns. Cash flow has a significance value of
0.194 greater than 0.05, so it can be stated that cash flow has
no significant effect on stock returns. Gross profit has a
significance value of 0.152 greater than 0.05, so it can be stated
that gross profit has no significant effect on stock returns. EPS
has a significance value of 0.000 less than 0.05, so it can be
stated that EPS has a significant effect on stock returns.

TABLE VII. DETERMINATION TEST
R R Square Adjusted R Square
0,826 0,682 0,665

The table 7 above shows the results of adjusting the R2
square of 0.682. This means that 68.2% of the stock return
variable will rely on the independent variables, namely
operating flow, investment cash flow, cash flow, gross profit
and EPS. In addition to the coefficient of determination, the
coefficient is also obtained which shows the large value of the
relationship between the independent variables, namely stock
returns and operating flow, investment cash flow, cash inflow,
gross profit and EPS, the value of R (version coefficient) is
0.826, a value indicating that this relationship shows that the
relationship between the independent variables operating cash
flow, investment cash flow, cash flow, gross profit and EPS
with the stock return variable is categorized as very strong
because it is in the range of 0.6 - 0.8.

Research that examines the effect of operating flow on
stock returns which has no significant effect is the same as the
research conducted by Takhtaei [13] because the highest and
lowest values are between cash flow and stock returns in
different companies. In terms of the effect of investment cash
flow on stock returns, which has an insignificant effect in line
with research conducted, Darmayanti [14] does not affect
investment cash flow on the value of stock returns in
manufacturing companies for the 2016-2018 period, an
assessment of the average value of investment cash flows and
stock returns that are not in sync. Where the value of
investment cash flows tends to decrease, while the value of
stock returns tends to increase every year. Testing the effect of
the cash flow component has no significant effect in line with
Pratama and Akbar [15], cash flow has a significant effect on
stock returns, because the content of accounting information in
the sample companies does not contain relevant information
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and market anomalies still occur due to failure of investors to
understand accrual information. cash flow, market risk and
conservatism. Research on the effect of gross profit on stock
returns which has no significant effect is in line with Nurdiana
[1], in the income statement, gross profit first, other income.
The more detailed the calculation of profit figures, the more
choice of accounting methods will be, so the quality will be
lower. Research on the effect of gain per share on stock returns
has a significant effect in line with Wicaksono [16] hypothesis
and research on the ability of earnings per share to affect stock
returns from the average value of earnings per share which
tends to increase and is in line with the value of stock returns.
The analysis shows that the components of cash flow and gross
profit do not have a significant effect on stock returns, and
earnings per share have a significant effect on stock returns.
Many investors pay attention to Earning per share that can be
obtained in the annual report because high earnings per share
indicates the company is in good shape.

IV. CONCLUSION AND SUGGESTION

Based on the results of research and discussion, it is found
that cash flow has no significant effect on stock returns in
manufacturing companies for the 2016-2018 period.
Investment cash flow has no significant effect on stock returns
in manufacturing companies for the 2016-2018 period. The
flow of shares has no significant effect on stock returns in
manufacturing companies for the 2016-2018 period. Gross
profit has no significant effect on stock returns in
manufacturing companies for the 2016-2018 period. Earning
per share has a significant effect on stock returns in
manufacturing companies for the 2016-2018 period. Operating
cash flow, investment flow, cash flow, gross profit, and
Earnings Per Share have a significant effect on stock returns in
manufacturing companies for the 2016-2018 period.
Suggestions for companies using earnings per share to
determine investment and for companies that attract investors,
you should pay attention to earnings per share contained in the
financial statements so that investors are interested.
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