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This study aims to analyze the influence of 
financial ratios on the stock price of KBMI 3 banks 
in Indonesia for the period 2017–2024. The 
variables used include: Return on Equity (ROE), 
Capital Adequacy Ratio (CAR), Price to Book Value 
(PBV), and Non-Performing Loan (NPL), with a 
Covid-19 dummy control variable. The study used 
a quantitative approach with quarterly panel data 
on nine banks listed on the Indonesia Stock 
Exchange, and was analyzed using a fixed effects 
model with robust standard errors. The results 
show that CAR and PBV significantly influence 
stock prices, while ROE and NPL are insignificant. 
Simultaneously, all variables have a significant 
effect. These findings suggest that investors 
respond more to capital strength and valuation 
than to profitability and credit risk. 
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INTRODUCTION 
The capital market plays a strategic role in the economy as a means of 

raising funds and efficiently allocating resources. In Indonesia, the banking 
sector is a major contributor to market capitalization and the movement of the 
Jakarta Composite Index (JCI). with a share of 32.9% of the total market 
capitalization, so that banking stock prices are an important indicator of financial 
market conditions (Indonesia Stock Exchange, 2025). Stock prices reflect 
investors' perceptions of a company's performance, risks, and prospects 
(Dahlquist & Knight, 2022). In the national banking structure, the Financial 
Services Authority (OJK) through POJK No. 12/POJK.03/2021 groups banks into 
four categories based on core capital, namely KBMI 1 to KBMI 4 (Financial 
Services Authority, 2021). This research focuses on KBMI 3 Bank, a group of 
medium-sized banks that are relatively more sensitive to changes in economic 
conditions and fundamental performance compared to large banks, making them 
interesting to study. 

The 2017–2024 period saw significant dynamics in the banking stock 
market due to global pressures such as the trade war and the Covid-19 pandemic. 
The pandemic caused a global economic contraction and increased financial 
market volatility, resulting in declining stock prices and increased credit risk in 
the banking sector (Beirne et al., 2021; ElFayoumi & Hengge, 2021). 
Fundamentally, financial ratios such as Return on Equity (ROE), Capital 
Adequacy Ratio (CAR), Price to Book Value (PBV), and Non-Performing Loans 
(NPL) are key indicators in assessing bank performance and health. Based on 
Signaling Theory, financial reports serve as signals used by investors to reduce 
information asymmetry and shape investment decisions (Connelly et al., 2011). 
Therefore, changes in financial ratios can influence market perception and be 
reflected in stock price movements. 

Several previous studies have shown that the influence of financial ratios 
on banking stock prices is still variable. For the Return on Equity (ROE) variable, 
some studies found a positive effect on stock prices (Almustafa, 2025; Arifin et 
al., 2024; Astawa & Utama, 2025; Sharma et al., 2023). While other studies show 
negative or insignificant results (Siagian et al., 2020; Suryadi & Dana, 2023; 
Widyakto et al., 2023; Zuhroh & Veronika, 2021). Inconsistency is also seen in the 
Capital Adequacy Ratio (CAR), where several studies found a significant positive 
effect (Astawa & Utama, 2025; Purwati & Mareta, 2024; Sharma et al., 2023). 
While other studies show a significant negative influence (Alamsyah et al., 2023; 
Rossela et al., 2024; Sandora & Saleh, 2023). 

In contrast to these two variables, Price to Book Value (PBV) tends to show 
a more consistent positive influence on stock prices (Arifin et al., 2024; Muktiadji 
& Pamungkas, 2022; Rossela et al., 2024; Sandora & Saleh, 2023; Siagian et al., 
2020; Suryadi & Dana, 2023). Meanwhile, Non-Performing Loans (NPL) 
generally have a negative impact (Alamsyah et al., 2023; Aryanti et al., 2022), 
although there is research that shows insignificant results (Sandora & Saleh, 
2023). Based on this background, this study aims to analyze the influence of 
financial ratios consisting of ROE, CAR, PBV, and NPL on the stock price of KBMI 
3 banks in Indonesia using a panel data regression approach. This study is 
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expected to provide empirical contributions in enriching the financial literature 
and serve as a reference for investors and policymakers in understanding the 
factors that influence banking stock prices. 

 
LITERATURE REVIEW 
Signaling Theory 

Signaling Theory explains that companies convey information to investors 
to reduce information asymmetry through signals reflected in financial reports 
(Connelly et al., 2011). In the context of capital markets, financial ratios are 
important signals investors use to assess a company's performance and 
prospects. Positive signals will boost investor confidence and drive share prices 
higher, while negative signals can dampen investor interest and depress share 
prices. Elwisam et al. (2024) emphasizes that financial reports are a credible signal 
reflecting a company's transparency and ability to create value. Ratios such as 
ROE, CAR, PBV, and NPL represent profitability, capital strength, valuation, and 
asset quality. Consequently, Muntakim M & Choudhury (2024) shows that signal 
credibility remains a key factor in shaping investor confidence amidst market 
complexity. 
 
Return on Equity (ROE) and Stock Price 

Return on Equity (ROE) is a profitability ratio that measures a company's 
ability to generate profits from the capital it owns (Ross et al., 2003). A high ROE 
indicates management efficiency in managing equity, thus sending a positive 
signal to investors. Empirically, ROE is often associated with stock price 
movements. Several studies have found that ROE has a positive effect on stock 
prices (Arifin et al., 2024; Astawa & Utama, 2025; Sharma et al., 2023). However, 
there are also studies that show mixed results, both in the form of negative and 
insignificant influences (Siagian et al., 2020a; Suryadi & Dana, 2023; Widyakto et 
al., 2023). 
H1: Return on Equity (ROE) has an effect on the stock price of KBMI Bank 3 
 
Capital Adequacy Ratio (CAR) and Stock Price 

Capital Adequacy Ratio (CAR) reflects the bank's ability to bear the risk of 
loss through capital adequacy (Febriana et al., 2023) A high CAR indicates strong 
capital conditions and increases bank stability, thus being a positive signal for 
investors. Several studies have shown that CAR has a significant positive effect 
(Astawa & Utama, 2025; Purwati & Mareta, 2024; Sharma et al., 2023). While other 
studies show different results, including a significant negative effect (Alamsyah 
et al., 2023; Sandora & Saleh, 2023). 
H2: Capital Adequacy Ratio (CAR) has an effect on the share price of KBMI Bank 
3 
 
Price to Book Value (PBV) and Stock Price 

Price to Book Value (PBV) is a valuation ratio that reflects how the market 
values a company relative to its book value (Dahlquist & Knight, 2022). PBV is 
used to assess whether a stock is undervalued or overvalued. Empirically, PBV 
consistently shows a positive effect on stock prices because it reflects the market's 
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perception of a company's value (Arifin et al., 2024; Muktiadji & Pamungkas, 
2022). 
H3: Price to Book Value (PBV) has an effect on the stock price of KBMI Bank 3 
 
Non-Performing Loan (NPL) and Stock Prices 

Non-Performing Loan (NPL) is a credit risk indicator that reflects the 
quality of bank assets (Van Greuning & Brajovic-Bratanovic, 2020). A high NPL 
indicates an increased risk of default, which can reduce investor confidence. Most 
studies show that NPLs affect stock prices, particularly negatively (Alamsyah et 
al., 2023; Aryanti et al., 2022). However, there is also research that shows that 
NPL does not have a significant effect under certain conditions (Sandora & Saleh, 
2023). 
H4: Non-Performing Loan (NPL) has an effect on the share price of KBMI Bank 
3 
 

The conceptual framework that describes the relationship between 
variables in this study is shown in the following figure. 

 
Figure 1. Conceptual Framework 

 
METHODOLOGY 

This study uses a quantitative approach to analyze the effect of financial 
ratios on the stock price of KBMI 3 Bank in Indonesia. The quantitative approach 
was chosen because this study aims to empirically test the relationship between 
the independent and dependent variables through statistical analysis. The data 
used are secondary data obtained from the bank's published financial reports, 
the Indonesian Banking Statistics published by the Financial Services Authority 
(OJK), and stock price data accessed through Yahoo Finance. 

The population in this study includes all KBMI 3 banks listed on the 
Indonesia Stock Exchange. The sampling technique used a purposive sampling 
method, with the criteria being banks consistently listed throughout the study 
period and having complete data. Based on these criteria, nine banks were 
selected as the research sample. The data used is panel data, combining cross-
sectional (bank) and time series data, with an observation period of 2017–2024 
and a quarterly frequency. 
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In panel data analysis, model selection is a crucial step in determining the 
most appropriate estimation method. Therefore, the Chow and Hausman tests 
were performed to select the best model among Pooled Ordinary Least Squares 
(OLS), Fixed Effects Model (FEM), and Random Effects Model (REM). (Gujarati 
& Porter, 2009) After the best model was determined, classical assumption tests, 
including multicollinearity and heteroscedasticity tests, were conducted to 
ensure the validity of the estimation results. To address heteroscedasticity, this 
study used a robust standard errors approach. 

Hypothesis testing was conducted using the t-test (partial) and F-test 
(simultaneous) within a panel data regression framework. In addition, the 
coefficient of determination (R²) was used to measure the ability of the 
independent variable to explain the variation in the dependent variable (Gujarati 
& Porter, 2009). 

The dependent variable in this study is stock price, proxied by the natural 
logarithm of stock price (Lnshm). The independent variables consist of Return on 
Equity (ROE), Capital Adequacy Ratio (CAR), Price to Book Value (PBV), and 
Non-Performing Loan (NPL), with a dummy variable for Covid-19 as a control 
variable. 
The panel data regression model used in this study is formulated as follows: 

Lnshm𝑖𝑡 = 𝛽0 + 𝛽1𝑅𝑂𝐸𝑖𝑡 + 𝛽2𝐶𝐴𝑅𝑖𝑡 + 𝛽3𝑃𝐵𝑉𝑖𝑡 + 𝛽4𝑁𝑃𝐿𝑖𝑡 + 𝛽5𝐶𝑜𝑣𝑖𝑑 + 𝜖𝑖𝑡 
where denotes the cross section unit (bank), denotes the time period, is a 
constant, is the regression coefficient, and is the error term.𝑖𝑡𝛽0𝛽1 − 𝛽5𝜖𝑖𝑡 
 
RESEARCH RESULT 
Chow Test 

Table 1. Chow Test Results 

 Significance Level Prob 

ln_shm Prob > F 0,000 

 
Based on Table 1, the probability value is 0.000 < 0.05, so it can be 

concluded that the more appropriate model to use is the Fixed Effect Model. 
 

Hausman test 
Table 2. Hausman Test Results 

 Significance Level Prob 
ln_shm Prob>Chi2 0.0001 

 
The results of the Hausman test show a probability value of 0.0001 (<0.05), 

which indicates that the model Fixed Effect Model (FEM) is more suitable than 
Random Effect Model. Thus, the model used in this study is Fixed Effect Model 
(FEM), in line with the model selection approach in panel data analysis. 
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Multicollinearity Test 
Table 3. Multicollinearity Test Results 

 VIF 1/VIF 

ROE 1.69 0.504878 

CAR 1.72 0.575463 
PBV 1.98 0.583090 
NPL 1.74 0.593065 

COVID 1.02 0.980303 

 
The results of the multicollinearity test show that all variables have a 

valueVIF < 10, so it can be concluded that there are no multicollinearity problems 
in the research model. Thus, the independent variables used are suitable for 
further analysis in a regression model. 
 
Heteroscedasticity Test 

Table 4. Results of Heteroscedasticity Test 

 Significance Level Prob 

ln_shm Prob > Chi2 0.0000 

 
Based on the results of the heteroscedasticity test, it was found that the 

model experienced heteroscedasticity problems, indicated by probability values 
below the 0.05 significance level. This condition indicates that the error variance 
is not constant, which can affect the validity of the estimation results. 

To address these issues, this study employed a robust standard errors 
approach. This method does not alter the regression coefficient values, but rather 
adjusts the standard error values, thereby increasing the reliability of statistical 
test results. Thus, the corrected regression model can be used for further analysis. 

 
Panel Data Regression Results 

Table 5. Panel Data Regression Results 
Variable Coefficient Std.Error t-Statistic      Prob. 

C                 5.854826 0.1206105 48.54 0.000 

ROE 0.0093963 0.0070873 1.33 0.222 
CAR 0.0225600 0.0038042 5.93 0.000 
PBV 
NPL 

COVID 

0.7095101 
0.0365795 
-0.1005413 

0.1045064 
0.0372681 
0.0395929 

6.79 
0.98 
-2.54 

0.000 
0.355 
0.035 

 
The results of the regression estimation using the Fixed Effect Model 

(FEM) with robust standard errors produce the following equation: 
Lnshm𝑖𝑡 = 5.8548 + 0.0094𝑅𝑂𝐸𝑖𝑡 + 0.0226𝐶𝐴𝑅𝑖𝑡 + 0.7095𝑃𝐵𝑉𝑖𝑡 + 0.0366𝑁𝑃𝐿𝑖𝑡

− 0.1005𝐶𝑜𝑣𝑖𝑑 + 𝜖𝑖𝑡 
The constant of 5.8548 indicates the baseline value of the stock price when 

all independent variables are assumed constant. The ROE coefficient of 0.0094 
indicates that an increase in ROE tends to be followed by an increase in the stock 
price, although this effect is not statistically significant. 
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The CAR coefficient of 0.0226 indicates that increased capital adequacy 
positively impacts stock prices. Meanwhile, PBV has a coefficient of 0.7095, 
indicating its greatest influence compared to other variables. 

On the other hand, the NPL variable has a positive coefficient of 0.0366, 
but it is not statistically significant. The Covid-19 variable shows a negative 
coefficient of -0.1005, indicating that the pandemic has had a negative impact on 
stock prices. 
 
Partial Test (t-Test) 

Table 6. T-Test Results 
Significance Level Variables P Value 

P > |t| ROE 0.222 

P > |t| CAR 0,000 
P > |t| NPL 0.355 
P > |t| PBV 0,000 
P > |t| COVID 0.035 

 
A partial test was used to determine the effect of each independent 

variable on stock prices. The test results showed that CAR and PBV had a positive 
and significant effect on stock prices, with a probability value below 0.05. 

Conversely, ROE and NPL do not significantly influence stock prices, as 
they have probability values above 0.05. Meanwhile, the Covid-19 dummy 
variable has a negative and significant effect on stock prices. 
 
Simultaneous Test (F Test) 

Table 7. F Test Results 
F-statistic 148.24 
Prob (F-statistic) 0.000000 

 
The F-test results show a probability value of 0.000 (<0.05), indicating that 

all independent variables simultaneously have a significant effect on stock prices. 
Therefore, the regression model used in this study can explain the relationship 
between the independent variables and stock prices as a whole. 
 
Coefficient of Determination 

Table 8. Results of the Determination Coefficient 
R Square                               Mark 

Within 0.7408 
Between 0.2474 
Overall 0.3130 

 
The within (R²) value of 0.7408 indicates that approximately 74.08% of 

stock price variation can be explained by ROE, CAR, PBV, NPL, and Covid-19. 
The remaining 25.92% is influenced by factors outside the research model. 
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DISCUSSION 
The Effect of Return on Equity on Stock Prices 

The results of the study indicate that Return on Equity (ROE) does not 
significantly influence the stock price of KBMI 3 Bank in Indonesia. This finding 
indicates that a company's profitability level is not always a primary factor 
considered by investors in making investment decisions, particularly in the 
banking sector. Conceptually, ROE is an indicator that reflects a company's ability 
to generate profits based on shareholder capital. Within the Efficient Market 
Hypothesis (EMH) framework, stock prices reflect all available information in the 
market (Fama, 1970). Thus, information about profitability, such as ROE, should 
be reflected in the stock price. Accordingly, financial theory states that firm value 
and stock prices are influenced by investors' expectations of the company's future 
performance and risk (Brigham & Ehrhardt, 2017). However, in practice, historical 
accounting information is often anticipated by the market before it is published, so 
it does not always trigger a significant reaction when it is announced (Scott, 2015). 

In the banking context, particularly Bank KBMI 3, investors tend to focus 
not only on profitability but also consider other aspects such as financial stability, 
risk, and performance sustainability. The characteristics of Bank KBMI 3 as a mid-
sized bank make investors more sensitive to resilience and risk management 
factors than short-term profit fluctuations. As a result, ROE becomes less dominant 
in influencing stock prices compared to other indicators considered more reflective 
of sustainable fundamental conditions. Furthermore, the study period, which 
encompasses the Covid-19 pandemic, also influences investor behavior. In 
conditions of economic uncertainty, investors tend to shift their attention from 
profitability indicators to indicators reflecting the company's stability and ability 
to deal with risks. This makes profit information less relevant in influencing 
investment decisions. 

This finding is in line with research Suryadi & Dana (2023), Widyakto et al. 
(2023), as well as Zuhroh & Veronika (2021) which indicates that ROE has no 
significant effect on banking stock prices. This finding suggests that the influence 
of ROE on stock prices is contextual, influenced by market conditions, the level of 
information efficiency, and investor perceptions of company performance. 
Therefore, the results of this study confirm that in the context of KBMI 3 bank, ROE 
has not been the primary indicator used by investors in assessing company value. 
Investors tend to be more responsive to information that has direct implications 
for the company's stability and risk. This suggests that the relevance of financial 
information in influencing stock prices is highly dependent on the industry context 
and surrounding market conditions. 
 
The Influence of Capital Adequacy Ratio on Stock Prices 

The Capital Adequacy Ratio (CAR) variable was shown to have a 
significant effect on the share price of KBMI 3 banks. This finding indicates that 
capital adequacy is one of the main factors investors consider when assessing 
banking stocks, particularly in the KBMI 3 bank group during the study period. 
This result is in line with research conducted by Prayoga et al. (2025) as well as 
Astawa & Utama (2025) which shows that CAR has a positive and significant effect 
on bank share prices. Similar findings were also expressed by Sharma et al. (2023) 
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as well as Purwati & Mareta (2024) which confirms that capital adequacy is a key 
determinant in investors' assessment of banking performance. The significant 
influence of CAR indicates that the market actively responds to information 
regarding the strength of a bank's capital. A high CAR reflects a bank's ability to 
absorb potential losses arising from various types of risks, including credit risk and 
market risk. In this study, KBMI 3 Bank generally had a relatively high CAR level, 
well above the regulatory minimum. The average CAR of approximately 23.60% 
indicates that the bank has an adequate capital buffer to withstand economic 
pressures, both internal and external. 

This situation reinforces the perception that Bank KBMI 3 has a good level 
of resilience in maintaining its operational stability. In stock price formation, CAR 
is an indicator that is relatively easy for investors to interpret as a measure of safety 
in banking sector investments. When CAR is at a high level, the bank's solvency 
risk is perceived as lower, thereby increasing the attractiveness of the stock in the 
eyes of investors. This explains why CAR has a significant influence on stock 
prices, as this ratio directly represents a bank's ability to manage risk and maintain 
business continuity. Within the framework of signaling theory, CAR serves as a 
credible signal regarding the financial health and quality of a bank's risk 
management (Connelly et al., 2011). Given that the banking industry is under strict 
regulatory oversight, information regarding capital adequacy carries a high level 
of credibility in the eyes of investors. Therefore, an increase in CAR is perceived as 
a positive signal reflecting management's prudence in maintaining financial 
stability, leading to a market response through increased demand for bank shares. 

Furthermore, for Bank KBMI 3, which is in the medium category, capital 
strength is a crucial differentiating factor in attracting investor confidence. Banks 
with higher CAR levels tend to be perceived as having a lower risk of bankruptcy 
and a better ability to weather potential economic shocks. Under conditions of 
uncertainty, investors tend to prioritize indicators reflecting investment stability 
and security over potential returns alone. Therefore, the results of this study 
confirm that CAR serves not only as an indicator of regulatory compliance but also 
as a proxy for risk, a key consideration for investors. This suggests that, in the 
context of Bank KBMI 3, capital strength plays a key role in shaping market 
perceptions and determining stock price movements. 
 
The Effect of Price to Book Value on Stock Prices 

Banking stock price movements are essentially determined not only by 
fundamental performance but also by how the market values the company. In this 
context, research results show that Price to Book Value (PBV) significantly 
influences the stock price of Bank KBMI 3, indicating that market perception of 
company value plays a dominant role in stock price formation. PBV directly 
reflects how investors value a company's equity compared to its book value. 
Unlike other financial ratios that require further interpretation, PBV provides a 
simpler and more direct signal regarding whether a stock is undervalued or 
overvalued by the market. This makes PBV one of the most responsive indicators 
in influencing investment decisions. 
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The average PBV of KBMI 3 banks, which is in the range of 1–2 times book 
value, indicates that banking stocks in this group tend to trade around their fair 
value. However, fluctuations in PBV between periods reflect changes in investor 
expectations regarding the bank's prospects, creating undervalued or overvalued 
conditions. When PBV is at a low level, investors tend to see an opportunity for 
price appreciation, while a high PBV reflects market optimism about future 
growth. This phenomenon aligns with the concept of value investing introduced 
by Benjamin Graham, where investment decisions are based on a comparison 
between market price and a company's intrinsic value. Stocks trading below their 
intrinsic value are considered to have a margin of safety and are more attractive to 
investors (Zweig, 2003). Thus, PBV not only serves as a valuation tool, but also as 
a basis for identifying investment opportunities. 

On the other hand, within the framework of the Efficient Market 
Hypothesis, the information contained in the PBV will be immediately responded 
to by the market and reflected in the share price (Fama, 1970). This explains why 
changes in PBV have a significant impact, as this ratio directly reflects the 
aggregation of information and investor expectations about the company. This 
finding is supported by research. Arifin et al (2024), Sandora & Saleh (2023), 
Siagian et al (2020), Muktiadji & Pamungkas (2022), as well as Suryadi & Dana 
(2023) which shows that PBV has a significant effect on banking stock prices. The 
consistency of these results confirms that, compared to other financial ratios, PBV 
is the indicator closest to market perception, thus having a stronger influence on 
stock prices. Therefore, the results of this study indicate that, in the context of 
KBMI 3 Bank, PBV serves as a direct representation of how the market values the 
company. This confirms that stock prices are determined not only by internal 
fundamentals but also by how investors interpret the company's overall value. 
 
The Effect of Non-Performing Loans on Stock Prices 

The regression results show that Non-Performing Loans (NPLs) do not 
significantly affect the stock price of KBMI 3 banks. This finding indicates that the 
level of non-performing loans has not been a strong enough signal to directly 
influence investors' decisions in assessing banking stocks in the KBMI 3 group 
during the study period. Empirically, this condition can be explained by the 
relatively controlled NPL level of KBMI 3 banks throughout the 2017–2024 period 
and does not show a continuous extreme increase. This stability prevents NPLs 
from forming a new, sufficiently strong risk perception in the eyes of investors. In 
practice, investors tend to assess that credit risk in the KBMI 3 group of banks is 
still within reasonable limits and can be managed through the bank's risk 
management mechanisms. 

This situation was further exacerbated during the Covid-19 pandemic. 
Although pressure on credit quality increased, its impact on NPLs was not fully 
interpreted as a negative signal by the market. This was due to credit restructuring 
policies and various forms of regulatory intervention that played a role in 
mitigating the surge in credit risk. As a result, the increase in NPLs was not directly 
perceived as a threat to bank performance, thus not having a significant impact on 
stock prices. From a theoretical perspective, this finding can be explained using the 
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irrelevance proposition approach proposed by Miller (1958), which states that 
under certain conditions, changes in risk do not necessarily impact a company's 
value if other mechanisms are in place to offset the impact. Credit risk reflected in 
NPLs can be absorbed through capital buffers, loss provisions, and credit portfolio 
diversification. As long as these mechanisms are effective, increased risk does not 
directly reduce a company's value (Pagano, 2005). 

Furthermore, the positive coefficient on NPLs in this model indicates that 
an increase in NPLs is not always interpreted as a decline in bank quality. Under 
some circumstances, an increase in NPLs may be related to credit expansion or 
increased intermediation activities, which contribute to interest income. In other 
words, a certain level of increased credit risk can be viewed as a consequence of 
business growth, not as a signal of crisis. This is particularly true for banks with 
strong capitalization, where increased risk can still be tolerated without disrupting 
financial stability. 

This finding is in line with research Iswandi et al. (2020) who found that 
NPLs had no significant effect on banking stock returns in Malaysia. Similar results 
were also shown by Anggraini (2022), Ancient (2023), as well as Natalia & 
Pernamasari (2025) which concluded that NPLs had no significant effect on bank 
stock prices. The consistency of these results suggests that under certain 
conditions, credit risk is not always a primary factor in stock price formation. 
Therefore, the results of this study indicate that in the context of KBMI 3 bank, 
investors consider not only the level of credit risk but also the bank's ability to 
manage that risk. As long as credit risk remains within manageable limits and does 
not disrupt capital stability, NPLs are not a primary determinant of stock price 
formation. This confirms that investor perceptions of risk are relative and highly 
dependent on the context of industry stability and the effectiveness of the bank's 
risk management. 
 
Covid-19 Dummy Control Variable 

The Covid-19 dummy variable in the regression model serves as a control 
variable to capture the impact of the pandemic crisis on the stock price movements 
of KBMI 3 Bank. The estimation results show a negative and significant effect, 
indicating that the Covid-19 pandemic was an external shock that depressed bank 
stock prices during the study period. From a capital market perspective, price 
pressure is influenced not only by fundamental conditions but also by changes in 
investor sentiment and increased market volatility. In the early phase of the 
pandemic, high uncertainty encouraged investors to adopt risk-off behavior, 
namely reducing exposure to risky assets, including bank stocks. This condition 
was exacerbated by potential foreign outflows, given that bank stocks are 
generally a major component of institutional investors' portfolios. As a result, 
selling pressure increased and impacted aggregate stock prices. 

This finding is in line with Demirgüç-Kunt et al. (2021) which shows that 
the Covid-19 pandemic has had a negative impact on the performance of banking 
stocks globally. In the Indonesian context, Khabibah & Waharini (2022) found a 
significant market reaction to banking stocks post-pandemic. Similar results were 
also shown by Ulyah et al. (2024)) as well as Permatasari & Nugroho (2023), which 
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confirms that the pandemic has affected the dynamics and returns of banking 
stocks in Indonesia. Market pressures during the pandemic were also reflected in 
various stabilization policies implemented by the Indonesia Stock Exchange (IDX). 
When the JCI experienced a sharp decline, the IDX implemented a 30-minute 
trading halt for declines of more than 5% and 10%, and suspended trading for 
declines exceeding 15% in a single trading day. Furthermore, the IDX adjusted the 
Lower Auto Rejection (ARB) limit from 10% to 7% in March 2020 to mitigate 
excessive selling pressure (Indonesia Stock Exchange, 2020). This policy 
demonstrates that the pandemic has created significant systemic pressure on 
capital markets. 

Entering 2021, market volatility remains relatively high, so stabilization 
policies are being maintained, including a ban on short selling, the implementation 
of asymmetric auto-rejection, and adjustments to trading hours (Indonesia Stock 
Exchange, 2021). This reflects that the impact of the pandemic is not temporary, 
but rather occurs in several phases that continuously influence market behavior. 
However, over time, the market has begun to enter a recovery phase. After 
experiencing pressure at the start of the pandemic, some banking stocks are 
perceived as undervalued, creating buying opportunities. This situation has 
encouraged a return of investor interest, including potential foreign inflows, which 
have contributed to the stabilization of Bank KBMI 3's share price. 

Thus, the negative and significant effect of the Covid-19 dummy variable 
indicates that the pandemic acted as an external factor increasing market 
uncertainty and volatility, thus depressing banking stock prices. Furthermore, the 
existence of stabilization policies and the market recovery phase also explain how 
these pressures were gradually mitigated. The use of the Covid-19 dummy 
variable as a control variable in the model also ensures that the estimated effect of 
financial ratios on stock prices is not distorted by systemic and temporary external 
factors, thus enhancing the accuracy and reliability of the research results. 

 
CONCLUSION AND RECOMMENDATIONS 

The results of the study indicate that the influence of financial ratios on the 
stock price of Bank KBMI 3 is not uniform. The Capital Adequacy Ratio (CAR) and 
Price to Book Value (PBV) are proven to have a significant effect on stock prices, 
indicating that investors are more responsive to capital aspects and market 
valuation. Conversely, Return on Equity (ROE) and Non-Performing Loans (NPL) 
do not show a significant effect, indicating that profitability and credit risk are not 
yet primary considerations during relatively stable and controlled conditions. 
Furthermore, the Covid-19 dummy variable has a negative and significant effect, 
confirming that the pandemic is an external shock that increases uncertainty and 
depresses banking stock prices. 

Based on these findings, bank management is advised to maintain strong 
capital and manage market perceptions through increased transparency and 
fundamental performance, given that CAR and PBV have been shown to be key 
determinants of stock prices. Although ROE and NPL do not have a significant 
impact, both indicators still need to be managed consistently to maintain long-term 
stability. For investors, investment decisions should not only focus on profitability 
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but also consider the company's risk and valuation aspects. Meanwhile, regulators 
are expected to continue strengthening banking sector stability and transparency 
policies to improve market efficiency. Future research is recommended to expand 
the object and add other variables, both internal and macroeconomic, to provide a 
more comprehensive picture of the factors influencing bank stock prices. 

 
ADVANCED RESEARCH 
 Further research is recommended to include macroeconomic variables 
such as interest rates, inflation, and economic growth, as well as internal banking 
variables such as Net Interest Margin (NIM), Loan to Deposit Ratio (LDR), BOPO, 
and CASA to gain a more comprehensive understanding. Furthermore, the study 
can be expanded to include other bank groups (KBMI 1, KBMI 2, and KBMI 4) 
for a more comparative analysis. 

From a methodological perspective, more complex approaches such as 
dynamic panel or volatility-based models may be considered. The use of longer 
time periods or higher-frequency data is also recommended to more accurately 
capture market dynamics. 
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