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PREFACE

We are very grateful to God Almighty for his grace that 8felndonesian Finance
Association (IFA) International Conference was held successfulBotoberl2-13, 202. The
8" IFA International Conference was held virtually, supported by our generous host, the
Indonesian Stock Exchange (IDX).

The theme of this conferencefi@apital Market and Securities Digital Transformation:
the Future and Challenges of Digital Assels today's eveevolving financial landscape, the
integration of digital technologies is reshaping the very essence of how we conceive, trade, and
invest in financial assets. The rise of cryptocurrencies, tokenization of assets, decentralized
finance (DeFj platforms, and blockchain technology have ushered in a new era of innovation,
creating opportunities and challenges that are redefining the rules of the game in the financial
sector.We hope our conference can uncover some of the deffedts and challenges in the
finance field. Neverthelesmost importantly, we will also foresee what the future holds for
financial markets.

This event will not be a success without the close collaboration between the Indonesian
Finance Association and tlfgelFfRe gul at ory Or gani zati on of I
the main sponsor.

Finally, we would like to thank all participaand presentewho have been supporting
the Indonesian Finance Association confereli¢e.have a total ofGlsubmitted papers from
6 countries, Bangladesh, Greece, Indonesia, Macao, Mexico, and the United Kingdom. After a
process of doubtblind review, we hangbicked 39 higkquality articles to be presented at the
conference. From thes@é articles, there were4] from four countries, have agreed to include
their full paper in the proceedings

We sincerely hope that these proceedings will benefit all the participants and readers. We
welcome any suggestions and constructive feedback to improve the next IFA conference and
proceedings, and we look forward to seeing you again.

Yogyakarta, December 202
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AGENCY PROBLEM ON FIRM PERFORMANCE WITH NATIONAL
GOVERNANCE QUALITY AS A MODERATING VARIABLE ON AGENCY
PROBLEM TYPE 2 IN INDONESIA AND SINGAPURA MANUFACTURING

COMPANIES

Septiana Sihombirig Isfenti Sadali3 Amlys Syaputra Silalahi

ABSTRACT

Corporate governance is mostly researched in developed countries such as the US,
UK, and some developed countries in Europe which focus on agency problems type |
(principatagent), and there is a shortage of types of agency problems such as agency
problemstype Il (principal majorityprincipal minority) and agency problems type |lli
(principatcreditor). Some modern financial literature has transformed towards national
governance quality in mitigating the influence of agency problems in increasing firm
perfamance. Our results recommend that agency problems are more prone to occur in
countries with undenational governance than countries with wedtional governance. In
addition, countries with good national governance have weakened the negative influence
agency problem of type Il on firm performance. The government must reform the quality of
national governance to increase the firm performance

Keywords: agency problem, national governargeality, firm performance, corporate
governance

1. INTRODUCTION

Increased firm performance can be realized by synergies between stakeholders such
as investors, creditors, government, and other stakeholders. One indicator to measure a firm's
market performance is Tobin's Q (Ghazali & Bilal, 2017) which has advantagestber
proxies by including elements of market capitalization, assets, and liabilities that exist in the
company so that it relatively describes all parties involved and is free from the possibility of
manipulation or manipulation, earnings managementofne minimization, income
maximization, income smoothing) by company management and certain parties in the
company to deceive shareholders (Ang et al., 2000)

Agency problems type |, I, and Ill can cause large agency costs in the company, even
though the impact of the three agency problems occurs at different levels within one
company (Kusumadewi & Wardhani, 2020). In emerging markets, such as Southeast Asia,
agency conflicts are more complex, given weak institutional development and investor
protection (Claessens & Yurtoglu, 2013)

However, managers with closer access to information tend to have a different view.
Focusing on the agency problem type I, where shareholders tend to expect dividends and
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capital gains. Therefore, managers may wish to retain most of the profits for asset purchases
in developing technologies to increase firm performance. In addition, managers can make
decisions that increase personal wealth, leading to ethical risks (Ahg2800) that cause
inefficiency and even losses for the company (Huu Nguyen et al.,.2020)

The results of empirical studies showing that agency problems can increase firm
performance were carried out by Lu et al. (2021) and supported by other research
(Kusumadewi & Wardhani, 2020; Herdinata, 2019) while agency problems could reduce
firm performaice (Hung et al. (2021) and supported by other research (Sari &
Sukmaningrum, 2020)

Empirical findings (OECD, 2021) show that Indonesian corporations show the most
concentrated ownership, i.e., more than 60% of the company's shareholders are concentrated
in one shareholder, followed by Singaporean corporations at 58% compared to other
Souheast Asian capital markets. The more concentrated share ownership, the problem that
arises is the agency problem type Il (Wardani et al., 2020; La Porta et al., 2000). The majority
shareholder has the power to make decisions within the company (LaePaltal999).
Initially, the majority shareholder's role is to monitor and control managers' decisions that
increase firm performance. However, when the concentration of ownership gets higher, most
majority shareholders make decisions from the powerliagg to improve their welfare at
the expense of the interests of minority shareholders

Similarly, Shleifer & Vishny (1997), Fama & Jensen (1978), and Morck et al. (1988)
also found that ownership that is concentrated above a certain level can lead to a conspiracy
of managers and majority shareholders in making decisions to withhold corpamaitegs
for risky projects that are profitable in the future rather than distributing profits as dividends
to shareholders. All shareholders thus hurt firm performance. As previous empirical
research, the positive effect is in line with the efficient rimoimg hypothesis (Filatotchev
et al., 2013). It is supporting by other research Nashier & Gupta (2020), while the negative
effect is in line with the entrenchment hypothesis (protection) Wardani et al. (2020) and is
supporting by research others (AltaShah, 2018; Lozano et al., 2016; Khamis et al., 2015).
Furthermore, the focus is on discussing agency problems type Il (principals and creditors)
on company performance. According to agency theory Jensen & Meckling (1976), leverage
can increase firm pesfmance because debt financing can reduce conflicts of interest
between managers and shareholders: periodic payments of disciplined debt investors
managers to make inefficient decisions on risky projects with negative NPV. On the other
hand, leverage camduce firm performance due to agency problems between shareholders
and creditors: high debt obligations may prevent firms from taking positive NPV growth
opportunities from external financing (Myers, 1977)

Firm performance is not only driven by industry conditions, corporate governance,
and other compangpecific characteristics but also by courdpecific factors such as
national governance quality in the country where the company operates (Ngobo & Fouda,
2012; Nguyen et al., 2015). In general, good national governance quality is considered to
create shareholder trust and can be used as an index of investor protection (Wardani et al.,
2020). The findings of Nguyen et al. (2015) support that national gawarnquality
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weakens the positive relationship between ownership concentration and firm performance
so that investors and potential investors can use national governance quality as one of the
considerations in making investments

2. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

Agency Problem Type |, 11, lll, and Firm Performance

Shareholders tend to expect dividends and capital gains. At the same time, managers
as company managers who know the company's actual financial position information and
the company's prospects, instead want retained profits for asset purchases thatfinoreas
performance or there are other motives to increase the personal wealth that leads to moral
risks (Ang et al., 2000) thus causing inefficiencies, even losses for the company (Huu
Nguyen et al., 2020)

Differences of interest can trigger information asymmetry that lowers firm
performance (Jensen & Meckling, 1976). Research (Kusumadewi & Wardhani, 2020; Ang
et al., 2000; Singh & Davidson, 2003) uses the asset utilization ratio in measuring agency
problemtype I. The higher the value of the asset utilization ratio means that managers are
more efficient in using assets, so the smaller the agency conflict that occurs. This means that
the manager increases assets to maximize firm performance (Ang et al. SRGfi0;&
Davidson, 2003; Fleming et al., 2005). In contrast, the asset utilization ratio is low, reflecting
greater agency conflicts due to management inefficiencies in managing assets and lowering
shareholder value (Wardhana & Tandelilin, 2015)

Hypothesis 1.Agency problem type | has a negative and significant effect on firm
performance in Indonesia and Singapore

The characteristics of a proprietary structure concentrated in companies registered in
Indonesia and Singapore will encourage majority shareholders to have the power to take
over minority shareholders (La Porta et al., 1999) in the form of transactiovesietelated
parties and transfer pricing between related parties. As a result of the takeover action by the
majority shareholder, minority shareholders will likely attract investment in a company by
selling the shares of the company it owns. The morenityrehareholders sell their shares,
causing firm performance is reflected by the company's stock price decrease (Claessens et
al., 2002; Attig et al., 2009).

Hypothesis 2.Agency problem type Il has a negative and significant effect on firm
performance in Indonesia and Singapore.

Based on debt overhang theory, Myers (1977) implies that companies with higher
leverage will forgo positive net value projects in the future to meet all debt obligations.
Literature (Burunciuc & Gonenc, 2020) from another point of view, debt can alse creat
financial difficulties "bankruptcy effect". Increased leverage increases the conflict of agency
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between shareholders and creditors, leading to a decrease in the market value of the
company. The company will try to choose the optimal level of loan to reduce the risk of
bankruptcy, which the lender will take into account. Consequently, the compartiy viall

control the risks associated with potentially high borrowing costs (Dao & Ta, 2020).

Hypothesis 3.Agency problem type Ill has a negative and significant effect on firm
performance in Indonesia and Singapore.

National Quality Governance and Firm Performance

Good governance can affect the value of companies operating in the country. For
example, in countries where government effectiveness can affect the cost of production
inputs and in countries where the government has markgendly policies, conducts e
controls, regulatory quality, can create open and healthy competition, and good rules of law
have an impact on the company's operating activities (Deari & Trinh, 2022; Ngobo & Fouda,
2012).

Hypothesis 4.National Quality Governance has a positive and significant effect on
firm performance in Indonesia and Singapore

In general, good national quality governance is considered to create quality protection
for minority shareholders (Wardani et al., 2020) and play a role in forming and implementing
regulations that minimize the risk of takeover by majority shareholderslooet al., 2016;
Nguyen, 2015; Aslan & Kumar, 2014). When more protected, minority shareholders are
more loyal to continuing to invest in the company. This impacts maintaining the company's
market value, thus closing the possibility of a decrease rotin@any's market value caused
by the sale of shares by minority shareholders. The higher the level of protection for minority
shareholders, the lower the takeover. High national quality governance will reduce the
negative influence of ownership concentraton firm performance.

Hypothesis 5.National governance quality significantly weakens the influence of
agency problem type Il firm performance in Indonesia and Singapore.
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3. DATA AND METHODS

Table 1. Data and Methods

Variable

Formula

Firm Performance

Tobinsdéd Q
Market capitalization is added up by total debt and then divided by
assets

(Chung & Pruitt, 2005)

Agency  Problen
Typel

Asset Utilization Ratio
= Annual sales divided by Total annual assets

Ang et al. (2000

Agency  Problen
Typell

Ownership Concentration
= Total Ownership of majority shareholder >5% divided by the numb
outstanding shares

Thomsenet al. (2006)

Agency  Problen
Typelll

Dummy Leverage
= A dummy variable with a value of 1 if leverage is aboveitigeistry
median and 0 otherwise. Leverage is measured by Debt to Equity R4g

Aulia (2013)

National
governance quality

Worldwide Governance Indicator8VGI)
= Government Effectiveness + Regulatory Quality + Riileaw

Nguyenet al. (2015)
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4. RESULTS
Table 2. Empirical Results
R-
Negara Variable Coefficient Std.Error t-Statistic Probability Square  Prob. (F)
AP1 -0.241027 0.102705 -2.346789 0.0199
AP2 -0.226261 0.057900 -3.907807 0.0001
AP3 -0.185658 0.141089 -1.315900 0.1898
0,142 0,0000
Indonesia NGQ 0.229933 0.154393 1.489274 0.1380
NGQ*AP
2 0.087724 0.159877 0.548700 0.5838
C 0.466401 0.152048 3.067448 0.0025
AP1 -0.304822 0.107902 -2.824980 0.0055
AP2 -0.119593 0.077050 -1.552146 0.1233
Singapura AP3 -0.038625 0.156870 -0.246222 0.8059 0153 0,000
NGQ 0.052376 0.023101 2.267265 0.0252
NGQ*AP2 0.046689 0.021253 2.196862 0.0300
C -0.153058 0.241932 -0.632649 0.5282

Based on hypothesis testing, it is found that agency problem type | has a negative and
significant effect on firmperformance in Indonesian manufacturing companies and
Singaporean manufacturing companies. So hypothesis 1 states that the agency problem type
| has a significant negative effect on firm performance received by the two countries.
Therefore, a low asset liziation ratio can be a bad signal for investors because it can lead
to high agency conflict, so investors perceive that management is acting outinteselt
that is not profitable for them, such as using company money for company transactions in
the end in their favor (contracting employment contracts) with family businesses, excess
expenses (expenditures that are not made for company profits but for personal gain), and
selfimage (making decisions to help famous managers) so that this can reduce firm
performance (Madaschi, 2010)

Furthermore, based on the results of hypothesis testing, it was found that agency
problem type Il had a negative and significant effect on firm performance in Indonesian
manufacturing companies. Still, agency problem type Il had a negative but not aignific
effect on Singaporean manufacturing companies. So hypothesis 2, which states that agency
problem type Il has a significant negative effect on firm performance, is accepted by
Indonesian manufacturing companies but is rejected by Singaporean mamugacturi
companies. Referring to previous empirical research, the insignificant effect in Singaporean
manufacturing companies is in line with traditional agency theory in mbhdssid Angle
Saxon model countries (developed countries that have reliable conttwhnigms, such as
European countries and the United States in disciplining companies that do not comply with
corporate rules). governance) where the majority shareholder will be difficult to take
advantage of the power they have due to the condition abtn&ry's capital market having
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good regulations and laws like Singapore, so the results are contrary to the initial hypothesis
(Filatotchev et al., 2013). This is also supported by limited studies that focus on developed
economies. Minority shareholders will be protected even thoughe tiee a high
concentration of ownership in the company (Oesterle et al., 2013). The results of this study
are following the results of research conducted by (Demsetz & Villalonga, 2001), which
found no significant relationship between ownership conceotratnd firm performance.
However, the results of research showing that agency problem type Il has a negative effect
on firm performance (Wardani et al., 2020; Altaf & Shah, 2018; Lozano et al., 2016;
Kusumadewi & Wardhani, 2020; Nguyen et al., 2015; Khatha., 2015; Jara et al., 2014).

Then based on the results obtained, agency problem type Ill has a negative but not
significant effect on firm performance in Indonesian state manufacturing companies and
Singapore state manufacturing companies. So hypothesis 3, which states that agency
problem type Il has a negative and significant effect on firm performance, is rejected in
Indonesian and Singaporean state manufacturing companies. This hypothesis is rejected
because the low debt based on the descriptive data minimizes agency confliesnbetw
shareholders and creditors. Companies with fair debt are a signal to creditors that the
company is able to pay off its debts and the company is in a reasonable risk business
situation, so that type Il agency conflicts are minimal (Ibhagui & Oloko@@8® This is
supported; among the five debt theories, only MM and Signaling theory support a positive
relationship between leverage and firm performance, while the other three theories, such as
agency theory, tradeff, and pecking order, support a negatirelationship to firm
performance (Dao & Ta, 2020). The results of this study are in accordance with the results
of research conducted by (Dao & Ta, 2020; Kusumadewi & Wardhani 2020; Aggarwal et
al., 2018), which shows that the agency problem type $lBh@egative and significant effect
on firm performance. However, it is not in line with research conducted by (Chang et al.
2021; Jadiyappa et al., 2020; Ibhagui & Olokoyo, 2018), which shows that the agency
problem type Il has a positive and significaffiect on firm performance.

Meanwhile, based on the results of hypothesis testing, it was obtained that national
governance quality showed a significant positive effect on firm performance in Singapore
manufacturing companies but showed no significant positive effect on firm penfcenra
Indonesian manufacturing companies. So hypothesis 4, which states that national
governance quality has a significant positive effect on firm performance, is accepted by
Singaporean manufacturing companies but rejected by Indonesian manufacturing
conmpanies. Therefore, the research results are in line with the theory that good national
governance quality can affect the value of companies operating in the country. For example,
Singapore, which has good government effectiveness, regulatory qualitigeantetof law,
has an impact on the company's operating activities that can increase firm performance. For
example, the quality of government (government effectiveness) can affect the company's
production input costs and carry out price controls or réigaksin areas such as foreign
trade (Ngobo & Fouda, 2012). In addition, independent and strong regulatory quality, such
as antitrust regulations, can also improve company performance through open and healthy
competition. Open competition will challengecinmbents and make them improve their
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innovative products and capabilities for greater customer satisfaction and company
performance. Likewise, the legal environment (the rule of law) and the level of economic
freedom also encourage company productivity (Deari & Trinh, 2022). Meanwhile, the
Indonesian state with relatively weak government effectiveness, regulatory quality, and the
rule of law has an impact on the low government support in maximizing the company's
business operations activities in Indonesia. The results of this study are rdaamoeowith

the results of research conducted by (Eldomiaty et al., 2019; Imran et al., 2020), which shows
that national governance quality has a positive effect on firm performance.

Finally, based on the results of hypothesis testing, it is found that national governance
quality weakens the influence of agency problem type Il ongenformance in Indonesian
manufacturing companies and Singaporean manufacturing companies. So hypothesis 5,
which states that national governance quality has a significant positive effect on firm
performance as proxied by Tobin's Q, is accepted in Singaponanufacturing companies.
However, it was rejected by the Indonesian state manufacturing company. The test results
strengthen the theory that good governance {matilbnal governance quality) can control
behavior in the use of its power with governmedfiéctiveness (government effectiveness),
regulatory quality (regulatory quality), and legal principles (the rule of law). These countries
thereby reduce agency costs by the majority shareholder, while in countries with under
national governance qualitguch as Indonesia, meaning that the protection of the rights of
minority shareholders will not optimally run so that they are vulnerable to profit taking by
the majority shareholder's decision because there is no interference the government's hand
in overgeing the actions of the majority shareholder (Burunciuc & Gonenc, 2020). The
results of this study are following the results of research conducted by Wardani et al. (2020),
Burunciuc & Gonenc (2020) Altaf & Shah (2018), Lozano et al. (2016), and Wangi&Sh
(2015), which shows that national governance quality weakens the negative effect of agency
problem type Il on firm performance. However, this is not in line with research conducted
by Nguyen et al. (2015), which shows that national governance quabtiyens the positive
influence of agency problem type Il on firm performance.

5. CONCLUSION

This study also has limitations because this study only focuses on testing agency
problem type Il moderated by national governance quality on firm performance due to the
limitations of previous research literature. For further research, it is possiest tbe three
types of agencies on firm performance moderated by national governance quality
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ANALYSIS OF OPTIMAL SUPPORT AND RESISTANCE USING FIBONACCI
RETRACEMENT ON LQ45 INDONESIA STOCK EXCHANGE

Elon Losmar andIsfenti Sadalid

ABSTRACT

This research aims to assist traders in determining stronger and optimal support and
resistance. This research obtains three resultghitiness of the bars of each Fibonacci
Retracement level, the strength of each Fibonacci Retracement level in becoming support
and resistance, and the correction level that produces the highest rebound wave and the
lowest bouncérack wave. Based on hiskcal data collected from the research sample of 35
issuers, the result was classified into uptrend and downtrend. In uptrend conditions, the
50.0% Fibonacci Retracement level for the correction wave has the narrowest bar, and the
23.6% level owns the widebar. In contrast, for the rebound wave, the 150.0% Fibonacci
Retracement level has the narrowest bar, and the level of 176.4% owns the widest bar. The
23.6% level is the level that most often becomes the endpoint of the correction wave, while
the 161.8%evel is the level that most often becomes the endpoint of the rebound wave. In
downtrend conditions, the 38.2% Fibonacci Retracement level for the correction wave has
the narrowest bar, and the 76.4% level owns the widest bar. In contrast, for the lhackce
wave, the 161.8% Fibonacci Retracement level has the narrowest, and the 200.0% level
owns the widest bars. The 23.6% level is the level that most often becomes the endpoint of
the correction wave, while the 123.6% level is the level that most oftenias the endpoint
of the bouncéack wave. The 38.2% level is the level that has the highest average rebound
in uptrend conditions and, at the same time, has the lowest average bounce back in
downtrend conditions

Keywords: Technical Analysis, Support, Resistance, Fibonacci, Retracement

1. INTRODUCTION

Plunging into the stock market is an option to earn additional income or serve as a
primary source of income. In general, stock market participants are classified into investors
and traders. An investor usually already has a primary income or has rglaii\efinancial
strength. This privilege causes the condition mentioned by Ellen May, which says that an
investor is not affected by fluctuations in stock prices and seeks profits in the long term
(May 2018, 4). Despite all the reasons behind it, a tladethe characteristics of wanting
to make a profit quickly by making buy and sell transactions in a relatively short time (May
2018, 3). Thus, the main difference between investors and traders is in the expected
timeframe for making a profit

aMaster of Management, Universitas Sumatera Utara
* Corresponding Author

17



Proceeding The 8% Indonesian Finance Association
International Conference

Figure 1. Number of Stock Market Participants

Jumlah Investor Pasar Modal 7.489.337

3.880.753
2.484.354
1.619.372 92,99%
56,21%
2018 2019 2020 2021

Source: KSE| 2022

The Covid19 pandemic that has hit the world since the end of 2019 has had a negative
impact on the world economy, including Indonesia. Ehisdition is confirmed by statistical
data published by Badan Pusat Statistik, which states that Indonesia's economic growth in
2020 was-2.07%, whereas in the previous year, the Indonesian economy grew by 5.02%
(BPS 2021). This negative economic growtth te massive layoffs. People who lose their
jobs are forced to find new sources of income in a relatively short time, one of which is the
stock market. Based on Figure 1, statistical data from KSEI shows that in 2021 stock market
participants experiencedsagnificant increase, approximately 93% from the previous year.
Regarding the adverse effects of the pandemic, the author concludes that most of these new
market participants are trying to plunge into the stock market to maketsimrtncome
and are clssified as traders.

Technical analysis significantly impacts traders with a shorter time frame (Ong 2016,
7), so the researcher concludes that most new market participants prioritize technical
analysis in trading stocks. Technical analysis is an analysis of stock movemenghth
historical dataof opening, closing, highest prices, lowest prices, and trading volume of a
stock at any time (Wijaya 2014, 6). And one of the best ways that can be used to read the
direction of stock movement is to read support and resistance. rSigopa area or price
believed to be the lowest point or area at a time that can be used as a reversal point in a trade.
Resistance is an area or price believed to be the highest point or area at a time that can be
used as a reversal point in trading (&yg 2014, 4516). In practice, the determination of
support and resistance can be done in several ways, one of which is the Fibonacci
Retracement.

Every line formed from Fibonacci will become support and resistance, considered as
oneof the strong reasons that cause a reversal pattern to occur. The lines formed on the
Fibonacciretracement are (Wijaya 2014, 50):

1. 0%

2. 23.6%

3.38.2%
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4. 50%

5.21.8%
6. 78.6%
7.100%

Before conducting the research, the authors tried to run-segearch survey in
attempting to match the Fibonacci Retracement on one of the research samples, BBCA. In
an uptrend, there was a correction to the level of 37.5%, which then reboundeceteethe |
of 137.76%. A correction level of 37.5% can be classified as a 38.2% Fibonacci level, and
a rebound level of 137.76% can be classified as a 138.2% Fibonacci level. It is acceptable
because to increase security in support and resistance, supporsiatathce are used in a
price range (bar level), not a certain price level (Utomo 2016, 88). This study aims to
determine the bar width for each Fibonacci level based on historical data by calculating each
level's Mean Absolute Deviation (MAD).

Then, the frequency of reaching each Fibonacci level as support or resistance was
calculated to determine the strength of each Fibonacci level in becoming support or
resistance. This method is based on the opinion of Satrio Utomo, who states that there are
events that have a higher probability that can be used as a direction or target for price
movements (Utomo 2016, 121). So the author concludes that the more often a Fibonacci
level becomes a reversal point, the stronger that level will become suppeststamce in
the future.

2. LITERATURE REVIEW AND HYPOTHESES DEVELOPTMENT

There are two activities in the world of stocks, trading, and investing. Trading is
buying at a low price and selling at a higher price in a relatively short time to make a quick
profit, or what is commonly called a capital gain (May 2018, 3). Capitaligamadvantage
due to reselling the purchased shares and profit when the shares are resold (Wijaya 2014, 3).
Generally, traders take advantage of trends and changes in momentum in stocks whose
prices fluctuate greatly to generate profits. While invegsinige placement of an amount of
moneyor capital in an instrument, hoping the funds will increase (May 2018, 3). An investor
also expects dividends more than capital gains. Dividends are a result of profit sharing given
by the company to its shareholders in each period. However, the comsating maght not
to distribute dividends or profits for specific company progress policies (Wijaya 2014, 9).
Although both are related to buying and selling shares in the capital market, trading is not
the same as imsting. The difference between trading and investing is as follows (Utomo
2016,3-6):

1. Investment period

Investors expect prospects or company value for the long term, three years, five years,
or even more than ten years. While traders buy stocks with short storage times, it can be in
a matter of weeks, days, hours, or even minutes.
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2. Source of profit

Investors see the prospect of the issuer, how the company will survive, how the
company will experience growth, and how the value of the company will be. In comparison,
traders must be able to take every opportunity from gbart price movements. In shpr
investors focus on value, and traders focus on price movements.

3. Analysis tools

An investor must use fundamental analysis as an analytical tool and see the company's
value. Because to know the value of the company in the very long term, market participants
can only see it from the development of the company's condition throughatsifih
statements. On the other hand, traders will use various analytical tools as long as they are
profitable, such as fundamental analysis, technical analysis, behavioral financial analysis,
news, and rumors.

4. Strategy to buy and sell shares

Investors will make long positions on attractive stocks that follow the fundamental
criteria set. For investors, falling prices are the best opportunity to accumulate at lower
prices. It's different with traders. Traders try to find every gap in the mosement. Ithe
price moves up, the trader will take a long position. Conversely, if the price movement
direction seems to be going down, the trader will take a short position.

5. Investment goals and how to achieve them

Traders will pursue the maximum profit in the shortest time. While investors often use
data obtained directly from tleempany's financial statements and financial ralibs.huge
differences between trading and investing mentioned earlier make the strategies carried out
in trading and investing very different (May 2018, 5). An investor relies more on
fundamental analysis, while a trader relies more on technical analysi@016, 5).
Fundamental analysis is andepth analysis focusing on financial statements by looking at
Profitability, Solvency, liquidity, and activity. In contrast, technical analysis analyzes stock
movements through historical data of opening, closing, highest prices, lowest prices, and
trading volume of a stock at any time (Wijaya 2014, 6).

Satrio Utomo defines technical analysis as the study of market movements, known as
prices and trading volumes in the stock exchange. Technical analysis can also be used to
predict the direction of price movements in the future by using price movemerd chart
(Utomo 2016, 40). Technical analysis believes that all important things about the market
have been included in the combination of price values in the chart. Therefore, traders only
need to observe and analyze price movements (May 2018, 38).

There are three basic assumptions in technical analysis (Utomo 248):41

1. Market action discounts everything
Price movements in the market reflect all information available, including all
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information that the public can access, information that can be obtained specifically, various
rumors, and even inside information.

2. Price moves in trend
People who want to study technical analysis must believe that price movements have
direction.

3. History repeats itself

Prices move because of the supply and demand generated by people who are market
participants. The behavior of groups of people tends not to change over time, especially
when viewed from the side of the drive of fear and drive of greed. By studying passt pri
movements, the direction of future price movements can be predicted.

There are several difficulties in trading shares, including (Wijaya 2014, 168):
1. Look for stocks that need attention.

2. Determine the correct value to enter (buy).

3. Determine the correct value to exit (sell).

In particular, traders face two of the three difficulties above, which are the main causes
for a trader to fail; they do not know when to buy and when to sell shares. (May 2018, 6). A
true trader knows when to buy and sell, when to act or wait for a falear@oment (May
2018, 12). The level of profit that a trader earns depends on the ability to predict and the
ability to react based on those predictions (Utomo 2016, 44).

Humans are price drivers. Because humans have a memory, the price also has a
memory. The existence of this memory makes price movements not free. There are price
levels when buyers have a high probability of reappearing, and there are also levels when
sellers have a high probability of reappearing. This price level is called support or resistance.
Support is the lower limit of the price movement. At the support level, buyers have a greater
chance of reemerging. The emergence of buyers will make prices tiemadunce back up
(rebound). In contrast, resistance is the upper limit of price movements. At this time, the
seller has a greater chance okraerging. The emergence of sellers will make prices tend
to bounce back. The support level is the ideal pladeuy, and the resistance level is the
ideal place to sell (Utomo 2016,-74).

Edianto Ong provides a slightly different definition of support but has a similar
meaning, namely the level where there is a tendency for prices to rise because there are more
buyers than sellers. In contrast, resistance is a level with a tendencydsrtpriall because
there are more sellers than buyers. Support and resistance lines are a reflection of the
psychologyof market participants. Market participants are divided into three categories:

1. People who buy

2. People who sell

3. People who do nothing

21



Proceeding The 8% Indonesian Finance Association
International Conference

Market participants' selling and buying action is driven by fear and greed. When prices
rise, a tendency to be greedy for market participants is formed. Likewise, when prices fall,
it can trigger fear among market participants. The higher the volatiltynairket, the higher
the level of fear and greed that covers it. The stronger the feeling, the stronger the support
or resistance level formed. In addition, the frequency with which stock prices "play" at
support or resistance also determines their stinerithat is, the more often the level is
touched, the more tested or stronger that level is (Ong 2045, )49

Ways to determine support and resistance are (Utomo 2016, 82):
1. Previous highs and lows

2. Psychological level

3. Trend line

4. Fibonacci retracement levels

5. Other indicators.

Support is said to have ended its function if the price continues to move down and has
closed below the price level that became the support. Meanwhile, resistance is said to have
ended its function as resistance if the price increase that has occurmeddeshe price
successfully close above the price level that became the resistance (Utomo 2016, 80).

One way to determine support and resistance is Fibonacci retracement levels.
Retracement is a term used in the stock world to describe the percentage decline in the value
of a stock price from its highest peak to its next low. In every movement, bothaipind
downtrend, a stock price never continuously moves in the same direction. This movement,
opposite to theriginal trend, is called a correction (Ong 2016, 205). The Fibonacci sequence
was first proposed by aMhalian scientist, Leonardo da Pisa or Leonardo Pisano. The
Fibonacci sequence is a sequence of numbers in which the nth term results from the sum of
several terms, namely thelnterm with the 2 term. So, the Fibonacci sequence is a
sequence of numbevghere a term in the sequence is the result of the sum of the previous
two terms. Thauniqueness of the Fibonacci series is that if one number from the Fibonacci
series is divided by the following number, a stable ratio will be obtained, which is 0.618.
And, if a number is divided by the following two numbers, it will result in a ratio that stays
at 0.382. Meanwhile, if a number is divided by the following three numbers, it will produce
a fixed ratio of 0.236 (FaktaTrading 202258

Fibonacci Retracement is a technical analysis tool used to measure the rate of return
of price movements after the price moves from an upper/lower extreme point to an
upper/lower extreme point of a trend. The retracement levels commonly used in Fibonacci
retracementare (Utomo 2016, 10204):

1. 23.6%

2.38.2%

3. 50%

4.61.8%

5.76.4%
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With the variety of levels in the Fibonacci Retracement, the strength of each level in
its role as support and resistance is also different. For example, Ellen May mentions the
38.2% and 61.8% Fibonacci levels as "sacred" levels because these levelsrawenyf
strong and difficult to break support and resistance (May 2018, 51).

There are two ways to draw the Fibonacci line, from the highest point to the lowest
point and from the lowest point to the highest point. In the withdrawal of the highest point
to the lowest point, opportunities for price increases in the future canrbdrseemparison,
the withdrawal of the lowest point to the highest point shows the opportunity for correction
in the future. Every line formed from Fibonacci will become support and resistance that
needs to be considered as one of the strong reasorcatis&t a reversal pattern to occur
(Wijaya 2014, 5662). The highest point (peak/top) is the highest price level that an uptrend
can produce. This price level can be known after an uptrend ends. The bottom point
(through/bottom) is the lowest point a prit®vement has reached during a downtrend. A
new low is referred to as the bottom point if the previous downtrend has ended (Utomo 2016,
106).

Trends in stocks are the direction of stock price movements. Price movements day by
day are random, but traders can determine the direction of price movements. The direction
of price movements caused by the likes or dislikes of the market for a stockstéor la
certain period, either in hours, days, weeks, months, or even years. Trends are divided into
threenamely (Utomo 2016, 9100):

1. Uptrend

An uptrend is a condition of price movement marked by the emergence of new lows
that continue to increase (higher lows) and new highs that continue to increase (higher highs)
for a certain period.

2. Downtrend
A downtrend is a condition of price movement that continues to record new highs that
experience a decline (lower highs) and lows that continue to decline (lower lows).

3. Horizontal

A horizontal trend is a condition where prices move temporarily in a certain price
range in a period.
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Figure 2. Fibonacci Retracement on an Uptrend

Source: MiraeAssets 2022

Figure 3. Fibonacdretracement on a Downtrend

Source: MiraeAssets 2022

3. DATA AND METHODS

The data used in this study is the closing price of daily trading on the Indonesia Stock
Exchange. Data collection is done through the Neo HOTS application from Mirae Asset.
Determination of the start point and end point of each wave using the zigzéjpeabds),
which is already available in the Neo HOTS application. The research population is issuers
classified as LQ45 on January 2, 2020, which is the beginning of the observation period.
Sampling was carried out with the criteria that populatioreissmust remain classified as
LQ45 until the end of December 2021, the end of the observation period. With these criteria,
a sample of 35 issuers was obtained.

The analytical method used in this study is to measure the correction wave level and
the rebound wave level for each uptrend that appear. Meanwhile, the correction wave level
and bouncdack wave levels are measured in the emerging downtrend. Thenrdatioar
rebound, and boundeack levels are adjusted to the levels in the Fibonacci Retracement.
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Then the average difference between each collected data and the nearest Fibonacci
Retracement level is calculated to obtain the Mean Absolute Deviation (MAD). The MAD
obtained is one of the research results representing the width of the bar for eachdribona
Retracement level. Then the frequency of each Fibonacci Retracement level, which becomes
the reversal point, is measured so that the strength of each Fibonacci Retracement level
becomes support and resistance. The last measurement calculates theé aebldurunces
back levels generated by each Correction level. This measurement is intended to determine
the correct level which produces the highest rebound wave and the correction level which
produces the lowest bounback wave.

The following are the Fibonacci Retracement levels that will be used in this study:
. 23.6%
. 38.2%
. 50%
.61.8%
.176.4%
.123.6%
.138.2%
. 150%
.161.8%
10. 176.4%
11. 200.0%

O© 0o ~NOoO O WN P

4. RESULT

4.1.Uptrend
A. Correction Wave

a. Level 23.6%

The 23.6% level of the uptrend Fibonacci Retracement has a bar width of + 4.86%.
The chance of becoming the endpoint of the correction wave is 25.53%. The average
rebound level for a reversal at the level of 23.6% is 185.20%.

b.Level 38.2%

The 38.2% level of the uptrend Fibonacci Retracement has a bar width of £ 3.47%.
The chance of becoming the endpoint of the correction wave is 15.95%. The average
rebound level for a reversal at the level of 38.2% is 210.26%.

c. Level 50.0%

The 50.0% level on the uptrend Fibonacci Retracement has a bar width of £ 2.83%.
The chance of becoming the endpoint of the correction wave is 18.08%. The average
rebound level for a reversal at the level of 50.0% is 174.98%.
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d.Level 61.8%

The 61.8% level of the uptrend Fibonacci Retracement has a bar width of + 3.00%.
The chance of becoming the endpoint of the correction wave is 29.78%. The average
rebound level for a reversal at the level of 61.8% is 163.97%.

e.Level 76.4%

The 76.4% level on the uptrend Fibonacci Retracement has a bar width of £ 2.95%.
The chance of becoming the endpoint of the correction wave is 10.63%. The average
rebound level for a reversal at the level of 76.4% is 168.29%.

B. Rebound Wave

a. Levell23.6%
The 123.6% level on the uptrend Fibonacci Retracement has a bar width of £ 3.26%.
The chance of becoming the endpoint of the rebound wave is 23.72%.

b.Level 138.2%
The 138.2% level of the uptrend Fibonacci Retracement has a bar width of + 3.41%.
The chance of becoming the endpoint of the rebound wave is 16.94%.

c. Level 150.0%
The 150.0% level on the uptrend Fibonacci Retracement has a bar width of £+ 2.63%.
The chance of becoming the endpoint of the rebound wave is 15.25%.

d.Level 161.8%
The 161.8% level of the uptrend Fibonacci Retracement has a bar width of +3.15%.
The chance of becoming the endpoint of the rebound wave is 27.11%.

e.Level 176.4%
The 176.4% level on the uptrend Fibonacci Retracement has a bar width of £ 4.10%.
The chance of becoming the endpoint of the rebound wave is 16.94%.

4.2 .Downtrend
A. Correction Wave

a. Level 23.6%

The 23.6% level on the downtrend Fibonacci Retracement has a bar width of +3.88%.
The chance of becoming the endpoint of the correction wave is 25.42%. The average
bounceback level for a reversal at the level of 23.6% is 169.17%.

b. Level 38.2%
The 38.2% level of the downtrend Fibonacci Retracement has a bar width of + 2.39%.
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The chance of becoming the endpoint of the correction wave is 16.10%avEhege
bounceback level for a reversal at the level of 38.2% is 210.43%.

c. Level 50.0%

The 50.0% level on the downtrend Fibonacci Retracement has a bar width of +2.48%.
The chance of becoming the endpoint of the correction wave is 19.49%. The average
bounceback level for a reversal at the level of 50.0% is 182.74%.

d. Level 61.8%

The 61.8% level of the downtrend Fibonacci Retracement has a bar width of £ 3.33%.
The chance of becoming the endpoint of the correction wave is 22.03%. The average
bounceback level for a reversal at the level of 61.8% is 163.24%.

e. Level 76.4%

The 76.4% level on the downtrend Fibonacci Retracement has a bar width of + 4.35%.
The chance of becoming the endpoint of the correction wave is 16.94%. The average
bounceback level for a reversal at a level of 76.4% is 183.62%.

B. Bounce Back Wave

a. Level 123.6%
The 123.6% level on the downtrend Fibonacci Retracement has a bar width of +
4.61%. The chance of becoming the endpoint of the bebacke wave is 31.11%.

b. Level 138.2%
The 138.2% level of the downtrend Fibonacci Retracement has a bar width of + 3.32%.
The chance of becoming the endpoint of the bolraak wave is 18.89%.

c. Level 150.0%
The 150.0% level on the downtrend Fibonacci Retracement has a bar width of +
2.82%. The chance of becoming the endpoint of the bebacke wave is 13.33%.

d. Level 161.8%
The 161.8% level of the downtrend Fibonacci Retracement has a bar width of +2.67%.
The chance of becoming the endpoint of the bouramdk wave is 6.67%.

e. Level 176.4%
The 176.4% level on the downtrend Fibonacci Retracement has a bar width of +
5.79%. The chance of becoming the endpoint of the bebacke wave is 18.89%.

f. Level 200.0%
The 200.0% level on the downtrend Fibonacci Retracement has a bar width of +
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6.54%. The chance of becoming the endpoint of the belacle wave is 11.11%
Table 1. Fibonacci Retracement Research Results on Uptrend Conditions

CorrectionWave ReboundVave
Level MAD Frequency | Rebound Level MAD Frequency
23,6% | 4,86% 25,53% 185,20% 123,6% 3,26% 23,72%
38,2% | 3,47% 15,95% 210,26% 138,2% 3,41% 16,94%
50,0% | 2,83% 18,08% 174,98% 150,0% 2,63% 15,25%
61,8% | 3,00% 29,78% 163,97% 161,8% 3,15% 27,11%
76,4% | 2,95% 10,63% 168,29% 176,4% 4,10% 16,94%

Table 1 shows that for correction waves in uptrend conditions, the 50.0% Fibonacci
Retracement level has the narrowest bar, which is £2.83%. At the same time, the widest bar
is owned by the 23.6%evel, which is £4.86%. Based on the probability of being the
endpointof the correction wave, the 76.4% Fibonacci Retracement level has the smallest
chance, which is 10.63%. At the same time, the highest opportunity is owned by the 61.8%
level, which is also the Fibonacci Golden Ratio, 29.78%. From the point of averagedebou
achieved, the correction wave ending at the 61.8% Fibonacci Retracement level had the
lowest rebound, at 163.97%. Meanwhile, the highest rebound level is obtained when the
correctionwave ends at the 38.2% level, with the rebound at the 210.26% level

Table 1 shows that for a rebound wave in an uptrend condition, the 150.0% Fibonacci
Retracement level has the narrowest bar, which is £2.63%. At the same time, the widest bar
is owned by the level of 176.4%, which is +4.10%. Based on the probability of being the
endpoint of the rebound wave, the 150.0% Fibonacci Retracement level has the smallest
chance, which is 15.25%. At the same time, the highest opportunity is owned b} .88 16
level, which is also the Fibonacci Golden Ratio, which is 27.11%.

Table 2. Fibonacci Retracement Research Results in Downtrend Conditions
CorrectionWave BounceBack Wave

Level MAD Frequency| BounceBack Level MAD Frequency
23,6% | 3,88% 25,42% 169,17% 123,6% | 4,61% 31,11%
38,2% | 2,39% 16,10% 210,43% 138,2% 3,32% 18,89%
50,0% | 2,48% 19,49% 182,74% 150,0% 2,82% 13,33%
61,8% | 3,33% 22,03% 163,24% 161,8% 2,67% 6,67%
76,4% | 4,35% 16,94% 183,62% 176,4% 5,79% 18,89%

- - - - 200,0% 6,54% 11,11%

Table 2 shows that for the correction wave in downtrend conditions, the 38.2%
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Fibonacci Retracement level has the narrowest bar, which is £2.39%. At the same time, the
widest bar isowned by the level of 76.4%, which is £4.35%. Based on the probability of
being the end point of the correction wave, the 38.2% Fibonacci Retracement level has the
smallest chance, 16.10%. At the same time, the highest opportunity is owned by the 23.6%
level, which is 25.42%. From the point of view of the average bounce back achieved, the
correction wave that ended at the 61.8% Fibonacci Retracementhiasdeihe lowest
rebound, at 163.24%. Meanwhile, the highest rebound level is obtained when the correction
wave ends at the 38.2R4vel, with the rebound at the 210.43% level.

Table 2 shows that for the bouroack wave in a downtrend, the 161.8% Fibonacci
Retracement level has the narrowest bar, which is £2.67%. At the same time, the widest bar
is owned by the level of 200.0%, which is £6.54%. Based on the probability of being the
end point of the boundeack wave, the 161.8% Fibonacci Retracement level has the smallest
chance of 6.67%. At the same time, the highest opportunity is owned by thef [£2816%,
which is 31.11%.

5. CONCLUSION

From the discussion above, it candmcluded that in uptrend conditions, the 23.6%
level is the level that most often becomes the endpoint of the correction wave, so traders can
use the 23.6% level as the entry point. While the 161.8% level is the level that most often
becomes the endpoiof the rebound wave, traders can use the 161.8% level as the exit
point. The 38.2%level hasthe highestaveragerebound,soif a reversalcorrection wave
occurs at the 38.2% level, traders can prepare for an exit at a higher point than other levels.
For downtrend conditions, the 23.6% level is the level that most often becomes the endpoint
of the correction wave, so traders can make the 23.6% level the exit point, provided the
trader has owned the relevant stock before. Or traders can make the 23.6% level an entry
point in short selling. While the 123.6% level is the level that most ofteonhes the
endpoint of the bouneleack wave, traders can use the 123.6% level as an exit point for short
selling. The 38.2% level has the lowest average bounce batl, versal correction wave
occurs at the 38.2% level, traders who sell short can prepare an exit point lower than other
levels
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ASTRAOGS DETERMI NATI ON I N A CHALLENGI NG

A An Arief Jusuf®*

ABSTRACT
This study aims to find key factors infl
tur moi | . Five companies in Astraébés group a

Lestari Tbk, PT Astra Graphia Tbk, PT Astra Otoparts Tbk, and PT United Tractors Tbk.

The empirical period is from 2011 to 2021. The generalized structured component method

is used to analyze the influences of factor
and capital structure have significantly influenced the market valuation. Edeton

analysis is conducted, and they have competing relationships. The results from this study

can explain the i mportance of capital stru
governance.

Keywords:Shar ehol dersdé ownership; capital stru
met hod; Astradbds group

1. INTRODUCTION

In 2017 marked a significant turning point for Astra as it marked 60 years since its
founding in 1957. In the six decades after Astra began its quest to "Prosper with the Nation,"
the company has evolved into an Indonesian group corporation with more th@0@®10
employees dispersed over more than 200 businesses around the country. Astra overcame
numerous commercial obstacles in 2017 by enhancing their inherent strengths, including
their technical and netechnical competencies, strong corporate culturéabished
management system, extensive network, strong customer trust, and high value of the Astra
brand. Astra, as a result, produced exceptional operational and commercial results in 2017.
As a result, Astra is moving toward achieving its 2020 Goal ofgothe "Pride of the
Nation" (Source: Astra International Annual Report 2017).

b UniversitaswWidya Kartika
* Corresponding Author
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Figure 1. Net Revenue, Comprehensive Income, and Assets 2@0P1 of PT Astra International
Thk.
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Figure 1 describes the billion Rupiahs taken from PT Astra International Tbk Annual
Report. Astra Group continued to develop its capabilities by concentrating on four core
areas: continuous innovation, developing globally oriented employees, being an agile
organization, and being a partner of choice. This helped the company maintain the
sustainalhity of its business despite challenges in the economy and business throughout
2018. Astra Group has increased its digitalization initiatives to drive more pffiziginess
processes, optimize market penetration capability, and introduce various innovations and
new services on digital platforms. This is in response to the enormous, rapid, and
unpredictable changes in the business landscape. Astra Group advamstegdagic path
toward the Pride of the Nation by enhancing its digital capabilities while continuing to
support the production of additional value for its clients, workers, business partners,
shareholders, and the Indonesian people (Source: Astra tmeaiadAnnual Report 2018).
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Figure 2. Net Revenue, Comprehensive Income, and Assets 220R1 of PT Astra Agro Lestari
Thk.
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Figure 2 describes the number in a million Rupiahs, taken fromsBa Agro Lestari
Tbk Annual ReportThe performance of numerous business lines within the Astra Group
has been impacted by changes in the business climate throughout 2019. The group
simultaneously addressed problems for future growth through digital competency's planned
and longterm develoment. Despite these difficulties, the group can maintain its reputation
as a "partner of choice” by employing competent human capital with integrity,
organizational ability to "make things happen,” and other strenfiiesAstra Group hopes
that the numerous accomplishments and strategic moves noted this year and in the upcoming
years can serve as an example to people and businesses in Indonesia and move the group

closer to its goal of becoming the country's pride (8auistra International Annual Report
2019).
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Figure 3. Net Revenue, Comprehensive Income, and Assets 220R1 of PT United Tractor

Tbk.
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The world was hit by the COVIH29 pandemic in 2020, resulting in a crisis
unprecedented in the last 100 years. In response to this difficult and uncertain situation, Astra
Group developed pandemic response strategies and policies to adapt and innlogatevto t
realities, which were implemented concurrently across all of Astra Group's business
portfolios. Astra also supported its staff, the neighborhood, and the country in the face of the
pandemic. Astra Group also reached a significant turning poin2@ &8 it mapped out the
following phase of its "Pride of the Nation" journey toward Goal 2030 of becoming one of
the businesses that make Indonesia proud in the eyes of the world in all its endeavors
(Source: Astra International Annual Report 2020).

Even in 2021, the pandemic persisted and impacted every facet of life. Astra Group,
however, remained upbeat and resolved to be resilient in supporting domestic economic
growth, providing for customers, and overcoming the pandemic's effects across tiyg coun
With the spirit of digitalization, Astra Group firms improved operational excellence and
efficiency in the workplace by continually applying disciplined and prudent financial
management and people development to foster creative Astra employeesadétshe
potential. All these programs are in place to strengthen Astra Group's high organizational
resilience. Astra Group persisted in looking for chances to create new revenue streams,
support sustainable growth, and advance the digital economy oflsidaiespite numerous
obstacles. As part of its transition journey, Astra Group strengthened the integration of the
environmental aspect into its Tripe Roadmap strategy, which covers the business
portfolio, human capital, and social contributions, iR2QSource: Astra International
Annual Report 2021).
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Figure 4. Net Revenue, Comprehensive Income, and Assets 220R1 of PT Astra Graphia
Thk.
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Figure 5. Net Revenue, Comprehensive Income, and Assets 2@0P1 of PT Astra Otoparts
Thk.
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La Porta et al. (1997) classified Indonesia as a French civil law nation and classified
it as having civil law. Different legal treatments for investors in common law nations may
require modifications to shareholder activities and company governance ritaimahe
agent's priorities in decisiemaking. Common law nations have more overall liabilities than
French civil law nations and Scandinavian nations, but not German nations (La Porta et al.
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1997).

Managers of some firms may not be good enough in an imperfect and evolving world,
despite their best efforts. When controlling shareholders retain substantial cash flow rights
in addition to control, they compromise strong incentives to monitor managdrs an
maximize profits. As emphasized by Jensen and Meckling (1976) and Shleifer and Vishny
(1986), these incentives also prevent controlling shareholders from diverting corporate
resources and increase the value of minority shares.

Thi s study ai ms to know Astraods key f &
performance: resistance to economic turmoil. In this study, three steps are used to find the

key factors. The key factors are shaceehol de
market valuation positively. The other finding is a competitive mediation between
sharehol dersd ownership and capital structu

2. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

2.1.Legal Determinants

The economic and legal institutions of corporate governance can be changed by
political action, sometimes for the better (Shleifer and Vishny 1997). The diverse ways
enterprises are financed and owned across nations may be explained by variation®in invest
protection laws. La Porta et al. (1998) examined how the legal system affects finances.
According to the findings, commdaw nations typically have the highest investor legal
protections, while French civiaw nations have the poorest. German and @pawian civil
law nations fall in the center (La Porta et al. 1997, 1998).

2.2.The Agency Problem and Large Shareholders

The sacalled contractual view of the company, developed by Coase (1937), Jensen
and Meckling (1976), and Fama and Jensen (1983a,b), includes the agency problem as a key
component. The division of management and finance, or more conventional terminology of
ownership and control, is the core of the agency problem. A management or entrepreneur
will raise money from investors to invest wisely or sell his company stock. In this context,
the agency problem refers to financiers' challenges in ensuring thafuheé# are not
misappropriated or squandered on undesirable initiatives. Insiders with control over business
assets may use such assets for various things that hurt outside investors' interests. In the
simplest terms, they can steal corporate assets aridamdor their benefit, dilute outside
investors by issuing shares to insiders, pay themselves excessive salaries, sell assets to
themselves or other corporations they control for a profit, or engage in transfer pricing with
other entities they control (&ifer and Vishny 1997).

Expropriating investors or improperly allocating corporate cash are two examples of
managerial opportunism that lower investors' resources to contribute upfront to finance the
company (Grossman and Hart 1986). Corporate governance is largely concerntak with
limitations that managers place on themselves or that investors place on managers to reduce
ex-post misallocation and persuade investors to commit more moragtexEven with
these restrictions, the results are typically less efficient than whatdwappen if the
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manager personally funded the company (Shleifer and Vishny 1997).

Possibly, investors can obtain more effective control rights by being large if legal
protection does not provide small investors with sufficient control rights to entice them to
part with their money. Investor cooperation is considerably easier to aetievecontrol
rights, such as votes, are concentrated in a small number of investors with a sizable collective
cash flow stake than when they are distributed among many. A significant minority
shareholder has the motivation to gather data and keep tdhs mahagement, preventing
the classic free rider issue. Large minority shareholders are more challenging because they
must form partnerships with other investors to exert power. The ability of the managers to
sabotage these coalitions is substantiallygased, and it is now much more difficult for the
courts to uphold the interests of large shareholders. Because of this, significant minority
shareholdings may only be effective in nations with rather complex legal systems, while
absolute majority ownershig more likely in nations with seriously underdeveloped legal
systems (Shleifer and Vishny 1997).

H1: Shareholders' ownership influences capital structure.

All significant investors agree that they should have at least some level of legal
protection. Courts are necessary for creditors to be able to reclaim collateral, large
shareholders to be able to assert their voting rights, and takeover artists to toebalyle
shares and replace boards of directors. Large investors typically benefit from using relatively
straightforward legal interventions that can be accepted by even uninformed and
uninterested courts, except for takeovers. Compared to small investorsowld try to
pursue their rights, large investors place less pressure on the legal system. The fact that the
major investors speak for their interests, which need not align with those of the company's
other investors, employees, or managers, is a mas& lissue. The huge investor can
therefore transfer income from others efficiently and inefficiently as he exercises his control
powers to optimize his webeing. This cost of concentrated ownership becomes especially
significant when others, such as dayges or minority investors, have firspecific
investments to make that are distorted by the possibility of expropriation by large investors
(Shleifer and Vishny 1997).

H2: Shareholders' ownership has a positive influence on market valuation.

2.3.The Role of Dividends

Dividends can be helpful in a society where there are major agency issues between
company insiders and outsiders. Insiders can no longer use business profits for their benefit
because dividend payments restore profits to investors. Theoretical agency mbdel
dividends that derive dividend policies as a component of some comprehensive ideal
contract between investors and corporate insiders allowing for various workable financing
methods are not entirely satisfactory (La Porta et al. 2000). Dividends edezapie to
retained earnings (a bird in the bush) since the former may never become dividends in the
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future (can fly away).

An efficient system prevents insiders from exploiting a disproportionate amount of
corporate earnings for their gain by allowing minority shareholders to exercise their legal
rights to compel companies to disgorge funds. Investors can achieve this hy feotin
directors who have stronger dividend policies, selling shares to possible hostile raiders who
subsequently take control of companies that don't pay dividends or bringing legal action
against businesses that spend excessively on activities thatilyrineaiefit insiders. From
a different agency perspective, receiving dividends serves as legal protection. This
perspective heavily relies on the requirement that businesses occasionally turn to external
financial markets for funding. (La Porta et al. 200

H3: Shareholders' ownership has a positive influence on dividends.

In countries with lax legal protection for minority shareholders, who have nothing else
to fall back on, a reputation for the excellent handling of shareholders is worth the most. As
a result, these countries have the highest need for dividends to keplatation. Contrarily,
the demand for a reputational mechanism and, thus, the necessity to pay dividends is weaker
in countries with more shareholder protection. According to this theory, countries with weak
shareholder protection laws should have greditadend payment ratios than those with
strong shareholder protection laws (La Porta et al., 2000).

H4: Dividends have a positive influence on market valuation.

2.4.Corporate Valuation
The controlling shareholders' ability to expropriate outside investors is limited by their
financial incentives not to do sdhe controlling shareholder's equity or cdishv
ownership is a significant source of such incentives. Expropriation is generally costly
(Burkart, Gromb, and Panunzi 1998). Hence, if everything else is equal, increaséidwash
ownership should result lass expropriation. Higher corporate asset valuation is empirically
linked to better shareholder protection (La Porta et al. 2002).

H5: Capital structure influences market valuation.

2.5.Generalized Structured Component Analysis

Three submodels must be specified to specify a structural equation model using
generalized structured component analysis. Measurement, structural, and weighted
connection models are the three snbdels. A latent variable is a component or weighted
compode of indicators according to generalized structured component analysis. When an
indicator influences the corresponding latent variable, it is said to reflect; when it creates the
latent variable, it is said to be formative. Such a link between indicatdra latent variable
is expressibly using the weighted relationship model.

A latent variable is a component or weighted composite of indicators according to
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generalized structured component analysis. Such a link between indicators and a latent
variable is expressibly using the weighted relationship model. Two unknown parameters of

the generalized
( b Njs) .

Further mor e, [

structured
oadi

ngs

c o mp o noefficientsanal y s
(cNjs) wild be

included in the model. To estimate model parameters, a singlestpestes criterion is
constantly minimized in generalized structured componenysisallhis makes it possible

to provide indicators of the general model fit. The generalized structured component analysis
provides a generic measure of fit. FIT displays the percentage of the overall variation of all
indicators and latent variables thagiagle model specification can explain. FIT has values
between 0 and 1. The greater this number, the more the model specification accounts for the
variance in the variables. Similar to the coefficient of determinationsguRred in linear
regression, HI has characteristics and an interpretation (Hwang and Takane 2015).

3. DATA AND METHODS

The data which is used in this research is secondary data. The annual financial reports
are obtained from the company website and Osiris Database. The sampling method is

pur posi ve

sampling.

The

observati

onsetf ocus

valuation. The Astra Indonesia Group was chosen because of its markable reputation in
Indonesia. It has contributed to bolstering the Indonesian people's daily lives through the

various products it has produced.

The samples consist of five companies listed on the Indonesia Stock Exchange from
2011 to 2021. The samples for this study are PT Astra International Tbk, PT Astra Agro
Lestari Tbk, PT United Tractor Tbk, PT Astra Graphia Tbk, and PT Astra Otoparts Tbk.

The GSCA Pro 1.18 analyzes the impact of exogenous variables on an endogenous
variable. The yearly data is used to measure the capital structure and the market valuation.

The data is processed using a generalized structured component method.
Figure 6. The Conceptual Framework
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The sharehol dersdé ownership [OWN] is indica
1 Institutional ownership [ins] = proportion of institutional ownership in the company.
1 Controlling ownership [con] = if the proportion is more than 50%, then equal to 1; if
the proportion is less or equal to 50%, then equal to 0.
1 Managerial ownership [man] = the company's managerial ownership proportion.
Dividends [DVD] are indicated by:
1 Dividend payout [pay] = dividend to last year's earnings after taxes.
1 Dividend yield [yie] = dividend to market capitalization.
1 Dividend change [cha] = dividend change to last year's dividend.
Capital structure [CPS] is indicated by:
1 Debt to assets [dta]
1 Debt to equity [dte]
1 Assets to equity [ate]
Market valuation [MVN] is indicated by:
1 Book value multiplier [ovm] = market capitalization divided by book value each
year.
1 Price earnings ratio [per] = market capitalization divided by net income each year.

Figure 7. A Path Diagram of the GSCA Research Model
Straight lines show the weighted relationships between indicators and latent variables. In contrast,
straight arrows indicate that the variable at the base of an arrow impacts the variable at the head of the arrow.
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other latent variables.
The measurement model specifies the relationships between indicators and latent
variables.

40



Proceeding The 8% Indonesian Finance Association
International Conference

CON = OWIN €2 6 82 oo eeeenaen e sneeeeseeenes (2)
80 = P S € B4 oottt et et te e e ee e e e eeeeesseenmen e areeeessenaesereeneenneranenesseees (2)
18 = CP S OO 4 B5 oo seenes (D)
A8 = CPS 6 T 6 weeeieeeeee et e eee e e eren e e e eenanaesenaanaesesesnnes (O)
PAY = DVD €7 4 €7 1ttt sttt an e aenee e enneneesnnnns ()
VIE = DV €8 & €8 wevvvveiererriiieiaannsessessessessnseesessesssesseseessnssessesssasssssensessassessessssssssessnessessenes (8)
ChA = DVD €9 1 €9 ciiieieciii ittt st s sabe s sne s bas s s sa b esbas essstesssanaessssnsessrrases (D)
DV = MV C10 T €10 wiviiuiiireriiiiieiicesieessrrseeseresesstsssssvesssnnesseasssssssesssnssesersessssnsesssmsessvrnnss 1 0)
PEE = MV CI1 1 11 teruieriiriiieiiiieiieeiiitee e steseeieerestesaeeseesesneeseessensessssnessessssnssessansnesaenaa L 1)
The study's structural model is as follows:

MVN=0WN b3+ CPS bsa + DVD bs + 3 ceooeiiiiiiieiiiieciiceeeeeeeeeeeeee e ( 14)
The study's weighted relation model:

OWN = 1NS W1 + CON W2 + INAIL W3 evveerirrriererererrnesisrersssnesiesassessssessssssesersessssnsessssnsessvinnssl 13 )
CPS = dta Wa + Ate W5 T A8 WE evevriereiriiriiicsriresiisisrensssnesssasssssssessss e serssssssnsesessnnesssnnes 1 6)

DVD = pay w7 + yie Ws + €ha Wo ..o (1 7)
MVN = DV W10 F PEE W1 teveuriueiiiiieesieesaeeeseseeeeseeseessesaeesesneeseesseeansssneseeseessessessssnnenesses 18 )

Various Generalized Structured Component Analysis (GSCA) model fit measures are
as follows, according to Hwang and Choo (2021):

1 FIT has values between 0 and 1. The amount of variance across all variables
(indicators and components) that a given model specification can explain is known
as the fit.

1 AFIT (Adjusted FIT) cannot be read the same way as FIT, much like Adjusted R
squared in linear regression. The one with the highest AFIT value may be picked
among competing models.

1 FITs are the total variance explained by a specific structural model specification.
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FITs values range from O to 1. The greater this value, the more variance in the
components the specified structural model accounts for.

1 FIT mdenotes the overall variation of all indicators that a given measurement model
specification can explain. FliThas values between 0 and 1. The greater this number,
the more the stated measurement model can account for the variance in the
indicators.

1 TheGFI (goodnessf-fit index) and theSRMR (standardized root mean squared
residual) are proportional to the difference between the sample covariances and the
covariances reproduced by the GSCA parameter estimates. Cho et al. (2020)
suggested the following ruled-thumb cutoff criteria for GFI ad SRMR (The
standardized root mean square residual) in GSCA:

o When the sample size is 100, a GFI
suitable fit. If-o$RMRabOu@e. ®9, Oa 0GRBI5
good fit.

o When the sample size exceeds 100, a
a suitable fit.

4. RESULTS

Three steps are taken in this investigation to reach an empirical result. Objectives are
examined in the first phase, model fit is measured, and then significant indicators are chosen.
The second step is to examine the model's accuracy before examiningxbganous
variables affect endogenous variables. In the third phase, irrelevant exogenous variables are
eliminated, and the consequences of mediation on developing a conclusion are then
examined.

The first outputs are shown in tables 1, 2, and 3. The component weights and loadings
were examined using a significance level of 0.05. According to Hwang and Choo (2021),
the 95% confidence interval can be used to test an estimate's significance @stimare
may be considered statistically significant at 0.05 level if its confidence interval does not
include 0). In tables 2 and 3, the indicators of insignificance have been highlighted in yellow
in their confidence intervals range. Based on the centid intervals, the insignificant
indicators are con (controlling ownership), pay (dividend payout), cha (dividend change),
and per (earnings per share). These indicators would be excluded in the next step. The
sample size in this research is 55. The @Rhble 1 is 0.979, which is higher than the cut
off value of 0.85; the SRMR in table 1 is 0.059, which is lower than theftwalue of
0.085, indicating this model is an acceptable fit.
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Table 1. Model Fit Measures (first step)
FIT AFIT|FITs|FITm| GFI |SRMR

0.563|0.543)0.146|0.715]0.979| 0.059

Source: Authors’ computation.

Table 2. Weights (first step) Table 3. Loadings (first step)
Estimate| SE 95%CI Estimate|]SE  (95%CI
OWN OWN
ins | 0.692 |0.072(0.605(0.922 ins |0.899 0.052|0.798 10.97
con 0.0 0.0 | -0.0 | 0.0 con |0.0 0.0 (0.0 0.0
man | -0.484 10.084|-0.628(-0.329 man |-0.781 ]0.126|-0.903|-0.388
DVD DVD
pay | -0.402 |0.403|-0.72 |0.667 pay |-0.526 |0.56 |-0.898(0.915
yie | 0.555 10.179/0.005| 0.73 yie |0.719 0.209(0.069 |0.886
cha | 0.545 |0.282|-0.431|0.653 cha [0.714 0.405(-0.649|0.894
MVN MVN
bvm | 0.805 [0.107|0.597|0.999 bvm [0.894 0.087(0.694 0.996
per | -0.458 |0.267|-0.697|0.634 per |-0.614 ]0.333|-0.805/0.712
CPS CPS
dta | 0.305 |0.141{0.127{0.709 dta [0.99 0.004(0.984 0.999
dte 0.35 |0.07]0.146|0.438 dte |0.998 0.001/0.994 1.0
ate 0.35 |0.07]0.146|0.438 ate  |0.998 0.001(0.994 1.0

Source: Authors’ computation.

The second outputs are shown in Tables 4, 5, 6, and 7. These are based on the
confidence intervals included in O (highlighted in yellow). After excluding the insignificant
indicators, FIT, AFIT, FITs, FITm, and GFI are shown higher, and SRMR is shown, lower
as expected. Table 7 is shown the influence of OWN (ownership) on DVD (dividend), and
DVD (dividend) to MVN (market valuation) is insignificant. The insignificant paths would
be excluded in the next step process, and the path coefficients would bestaterp
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FIT

AFIT

FITs

FITm

GFI

SRMR

0.64

0.621

0.164

0.912

0.995

0.038

Source: Authors’ computation.

Table 5. Weights (second step)

Estimate

SE

95%CI

OWN

1ms

0.7

0.058

0.596

0.848

marn

-0.475

0.058

-0.586

-0.357

DVD

yie

1.0

0.0

1.0 | 1.0

MVN

bvm

1.0

0.0

1.0 | 1.0

CPS

dta

0.208

0.135|0

011]0.671

dte

0.398

0.067/0

166

0.495

ate

0.398

0.067/0

166

0.495

Source: Authors’ computation.

Table 7. Path Coefficients (second step)

Table 6. Loadings (second step)

Estimate| SE 95%CI
OWN
ins | 0.903 |0.035/0.824|0.966
man | -0.775 [0.089/-0.905|-0.549
DVD
yie 1.0 00| 1.0 | 1.0
MVN
bvm 1.0 0.0 1.0 | 1.0
CPS
dta | 0.987 |0.005/0.979|0.998
dte | 0.999 |0.001{0.995| 1.0
ate | 0.999 |0.001|/0.995| 1.0

E

stimate

SE

95%CI

OWN—DVD

0.022

0.13

-0.253

0.3

OWN

—MVN

0.211

0.107

0.037

0.414

DVD—MVN

-0.2

0.12

-0.404

0.04

CPS—MVN

0.622

0.16

0.249

0.91

OWN—CPS

-0.592

0.084

-0.739

-0.437

Source: Authors’ computation
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Figure 8. A path diagram of the GSCA Research Model after Reducing Some Indicators
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Source: Aut horso6é illustration.

In the third step, the model fit measurements are shown as higher than before FIT,
AFIT, and FITs. GFI has the same value, but FITm is lower, and SRMR is higher, as shown
in Table 8. The weights, the loadings, and the path coefficients are significét as5
shown in tables 8, 9, and 10. The study's structural models are as follows:

,,,,,,,,,,,,,,,,,,,,,,,,
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Table 8.Model Fit M easuregthird step)
FIT |AFIT |[FITs |[FITm | GFI |[SRMR

0.6670.651/0.2050.8980.995 0.043

Source: Authorsé computation.
Table 9. Weights (third step) Table 10. Loadings (third step)
Estimate, SE 95%Cl1 Estimate, SE 95%Cl1
OWN OWN
ins | 0.696 [0.072]0.602|0.932 ins | 0902 [0.046|0.823|0.965
man | -0.479 |0.072|-0.578|-0.328 man | -0.777 | 0.12|-0.902|-0.361
MVN MVN
bvm 1.0 00| 1.0 | 1.0 bvm 1.0 00| 1.0 | 1.0
CPS CPS
dta | 0.195 |0.14|0.003|0.617 dta | 0.986 |0.005/0.981|0.999
dte | 0.404 |0.07|0.192]0.499 dte | 0.999 |0.001/0.995| 1.0
ate | 0.404 |0.07]0.192]0.499 ate | 0.999 (0.001/0.995| 1.0

Source: Authors’ computation.

Table 11. Path Coefficients (third step)

Estimate| SE 95%CI
OWN—MVN| 0.196 |0.123/0.006|0.513
CPS—MVN | 0.605 |0.168]0.265|0.897
OWN—CPS | -0.592 |0.078|-0.764/-0.418
Source: Authors’ computation.

The structural models in this study have competitive mediation. Mediated influence
(OWN (1 CPS and CP8 MVN) and direct influence (OWNI MVN) both exist and point
in opposite directions. Zhao, Lynch Jr., and Chen (2010) described this condition as an
incomplete theoretical framework with a mediator identified following the hypothesized
theoretical framework. But consider the likelihoodaafomitted mediator in the direct path

Figure 9. A path diagram of the GSCA Research Model for Mediation Analyses

Straight lines show the weighted relationships between indicators and latent variables.
In contrast, straight arrows indicate that the variable at the base of an arrow impacts the
variable at the head of the arrow.
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Table 12.Hypothesis TestSummary
Hypothesis Result
Shareholders' ownershipfluencescapital structure. Accepted
Shareholders' ownership has a positive influence on m| Accepted
valuation.
Shareholders' ownership has a positive influenceividends. Rejected
Dividends have a positive influence on market valuation. Rejected
Capital structurénfluencesmarket valuation. Accepted

Source: Authorsé compilati on.

Fromtheyear20112021, five companies of Astrads
this study empirically, have shown that sha
valuation and capital structure;veapositvehol de
influence to mar ket valuati on; sharehol der ¢

structure. The investors can get more controllership, which positively influences market
val uati on. Capital struct urlefios impliessgoadi v e
governance in Astra. The agency problem can be reduced with debt usage.

Finance experts have long recognized the standard full information model of a firm's
dividendinvestment decision's inability to imply information asymmetries between the
investing public and the firm's decisiomakers (Miller and Rock 1985). Dividends dot
i nfluence market wvalwuation, and sharehol
According to La Porta et al. (2000), derived dividend policies as part of some comprehensive
ideal contract between investors and corporate insiders are nolyesaitisfactory. Many
investors and analysts acknowledge that any given payout will cause a price decline.
Therefore, they tend to make baffling claims, like that a high dividend yield is advantageous
when bond yields are low or that the consistency afldivd payments serves as a decent
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hedge against uncertain market changes (Hartzmark and Solomon 2019)

The competitive mediation can be interpreted as the more shareholder ownership has
reduced debt usage and indirectly influenced the market valuation. The leverage could be
valuable, but the value could be modest if, as expected, the market viewsshartgxiow
as risky (Modigliani 1982). Leary and Roberts (2005) have found evidence that firms are
less likely to use external capital markets when they have adequate internal finances but
more likely to do so when they have significant investment needsnsistent with the
modified pecking order's expectations. As a result, even when businesses seem to employ a
dynamic rebalancing strategy, adverse selection costs might significantly influence how
much money they choose to borrow

5. CONCLUSION

This study tries to explain the key factors identified as the determining factors in
Astrads group company. The skheayr efhion ddierrgssd ieng
the capital structure. Astrads group has ma
they have sustainability resistance in economic turmoil.

The limitation of this study is the number of observations. The mediation model has a
competitive relationship. This has been noticed by Zhao, Lynch Jr., and Chen (2010) as an
incomplete theoretical framework. The next studies can be considered to aserbro
perspectives to examine future capital structure determinants
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CORPORATE GOVERNANCE ANALYSIS ON GREEN BANKING DISCLOSURE
IN INDONESIA BANKING AT INDONESIA STOCK EXCHANGE

Nurlisa Borliani Siregg*, Isfenti Sadalid andAmlys Syahputra Silalgh

ABSTRACT

This study aims to examine aspects of strengthening governance in the application of
green banking. In Indonesia, which is in the early stagampliementing green banking,
applying green banking practices and reporting requires internal governance mechanisms and
regulations from the authorities. This study examines the practice of banking disclosure from
a governance perspective as the focusisefrisearch. The independent variable in this study
is corporate governance, represented by board size, board independence, financial
performance, and firm value. The analytical method used to assess green banking disclosure is
through annual bank repofftsr 2017 to 2021. The results of this study indicate an increasing
trend of green banking disclosure during the observation period

Keywords: Board Size, Board Independence, Financial Performance, Firm Value, Green
Banking Disclosure

1. INTRODUCTION

Global warming due to climate change has recently been seen as a problematic
phenomenon caused by the unwise treatment of the environment and industrial competition. In
addition, public awareness of the importance of protecting the environment from damage
impacts various sectors. The ethical issues of corporate responsibility and the environment also
encourage the application of ethics in the bank's business practices.

Along with the increasing global attention to environmental issues, especially in the
banking sector. Where the banking sector is required to carry out business transformation from
its business activities, the banking industry is currently applying theepd of a green
econony (1). In addition, corporate responsibility towards the environment is now a trend in
improving the quality and profitability of companies, not only in companies but in the financial
sector around the world.

Therefore, financial companies, especially banks, have a statement of environmental
responsibility called green banking. In this case, green banking produces all green services and
environmental sustainability, which is the bank's main focus. Green lgarskem effort to
increase environmental friendliness and reduce the carbon footprint or footprint of all banking

aUniversitas Sumatera Utara, Indonesia
* Corresponding author
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activities. This program also reduces operational costs and raises the bank's sf@ahdards

The practice of green banking means that it is not only good for the environment but
also benefits businesses in operational efficiency by developing inclusive banking strategies
that ensure sustainable economic development by reducing errors and viitiesrabfraud
and by reducing the costs of banking activities.

In Indonesia, thgovernment has begun to pay attention to environmental reporting
regulations with the issuance of Government Regulation Number 40 of 2007 concerning
Limited Liability Companies and Government Regulation Number 47 concerning social and
environmental respoiislity. By testing the level of environmental disclosure, environmental
disclosure is also tested. The nature of environmental disclosure is divided into two: hard and
soft(8). With the disclosure of hard environmental disclosure, it is expected trairtipany
can convince stakeholders and can form a corporate image in the community that the company
has a good level of environmental performance because the items disclosed in the hard
environmental disclosure can be verified and are not easily imitgtedrbpanies with poor
environmental performangg).

Various factors can motivate banks to adopt green banking, such as regulatory reasons,
aspects of ownership, maintaining reputation, stakeholder demands, sustainability issues, and
ethical business demands for the financial industry. However, empirieabad@green banking
practices are still relatively limited, especially in developing countries in the early stages of
introduction and implementation in the financial sector, among the majority of studies that tend
to explore the various factors driving lsémg adoption in developing countries.

Compared to other industries, banks can act as enablers of industrial activities that can
cause environmental damage due to the financing provided. Green banking reporting practices
are under pressure from stakeholders to practice more ethically, batckraf green banking
reporting regulations makes disclosure and reporting practices very diverse.

Banks implement green banking in various ways without reporting guidelines but as a
stakeholdedriven process for financial institutions to practice more ethically. The corporate
governance perspective in understanding green banking can encouragerttadization of
sustainability issues through corporate governance arrangements in banking institutions.

An update from previous research on corporate governance and green baking disclosure:
a study on banks in Indonesia. The results of this study indicate that the board size has a positive
and significant effect on green banking disclosure, while the indepéboard does not affect
green banking disclosure4. Other studies also have different results on corporate governance
and green banking disclosure: case studies of banks in Indonesia for the period 2018 and 2019
give the results that the board of comnussrs, the number of the board of directors, and the
number of independent commissioners have a positive effect on green banking disclosure while
institutional ownership, the size of the company and profitability harm green banking
disclosure.

The difference between this study and previous research is the selected variables
independent variables are board size, board independence, financial performance, and also
company size. The next difference from this research is the development of preseargh
on board size, board independence, financial performance, and company size on green banking
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disclosure and the population of previous studies using the population in 2018 and 2019.

With the increasing trend of reporting and green banking activities in registered banks in
Indonesia, the results of this study help encourage the formulation of frameworks and
guidelines for green banking and the internalization of banking and susti&ynigbiles as a
governance mechanism in banking companies.

2. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

2.1.Board Size

The number of boards with expertise and experience in environmental reporting.

The larger the size of the board of commissioners, it is possible to have a variety of
expertise and experience. This allows the board to communicate with a wide and diverse range
of external parties and groups. According to article 2 and article 20 oégldation of the
financial service number 33/POJK.04/2014 concerning the board of directors of the board of
auditors of issuers or companies, it is emphasized that the board of directors of a company
consists of at least two people, while the collegausfitors consists of at least two members,
one of which includes an auditor independ@kinarto, 202).

Thus, the board of directors and the board of commissioners are responsible for audit
supervision, with supervision expected to be able to control and complete the audit process on
time.

H1: Board size has a significant effect on green banking disclosure.

2.2.Independence Board

An independent board of directors (board independence) plays a role in management's
performance in the implementation of operational activities because, through their ownership,
institutional investors can become a strong and legitimate stakeholder gedyplays an
important role in determining strategies for environmental disclosure.

H2: Board independence significant effect on green banking discldssrgection

2.3.Financial Performance

Financial performance mnalyzing financial statements to see how far the company has
followed welladjusted financial implementation rules. Good and correct financial
implementation rules by GAAP or other established rules. This financial performance is one
of the bases usedassessing financial condition using information derived from the company's
financial statements(7).

The level of profitability is intended to measure a company's capability in the profit it
earns. Companies with a good profitability index and reputation will be more motivated to
perform. Companies with higher profitability will have a higher level otldsure. The
variable used to measure profitability in banking financial performance is a return on assets
(ROA) to measure the ability of bank management to achieve profitability and manage the
efficiency level of bank activities as a whole. The higher rifturn on assets, the better the
company's performance because the higher the return.
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H3: Return on Assets has a significant effect on green banking disclosure.

2.4.Firm Value

Company value is a certain condition that the company has achieved as an illustration of
public trust in the company after going through a process of activities for several years since
the company was first established until the current situation. Theatodiof company value
is the price of the shares traded. For companies already listed on the Indonesia Stock Exchange,
the movement of the company's value will be taken by potential investors to make the right
investment.

A significant increase in the company's value indicates that the company is well managed
and has good performance, which also shows that the company's goal is and can prosper the
shareholders. The company's value is measured by using the ratio of jmock tealue. The
prosperity of shareholders will follow the high value of the company.

H4: Firm value significant effect on green banking disclosure.

2.5.Green Banking Disclosure

The implementation of green banking manifests the company's concern, especially in the
banking sector for the environment. There is still a shortage of environmentally friendly
companies because many are still limited to implementation and do not diskkse
implementation of green banking in companies.

To ensure the parties' satisfaction, the company applies green banking not only for profit.
Companies that have implemented green banking can be said to have carried out the mandate
of stakeholders. Implementation of the mandate entrusted to the compamg theory of
legitimacy. The theory of legitimacy is a theory of environmental and social disclosure. Today,
many companies realize that the company's sustainability depends on the environmental
relationship with the company (5).

3. DATA AND METHODS

3.1.The methodSample set

This studydescribes the variables that influence green banking disclosure in banking
industries that implement green finance systems that are listed on the Indonesian stock
exchange. In this study, the dependent variable is green banking disclosure. The independent
variables are board size, board independence, financial performance (return on assets), and firm
value (price to book value). This study uses secondary data with the time series method in the
20172021. The population in this study are all banking comgathiat apply green finance to
their companies listed on the Indonesian stock exchange, totaling nine companies.

Secondary data in this study were taken through www.idx.co.id and annual reports on
related companies. The statistical data management used is the Eview 4.1 program, with a
significance level of 95% or an error rate of 0.05.

Linear regression model:
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Y = a + bXqit +baXoit + beXait + aXait + €

Information:

Y = Green Banking Disclosure
A = Coefficient

Xiit = Board Size

Xoit = Board Independence

Xzit = Return On Assets

Xait = Price to Book Value

e = error (residual)

4. RESULT

Table 1. Descriptive Statistics
Green Banking Board Independence Return On Price to

Disclosure Size Board Assets | Book Value
mean 1.0000000 4.800000 0.532222| 0.962667, 3.177111
median 1.0000000 4000000 0.5000000 1.390000, 1.510000
Maximum 1.0000000 10,000000 0.710000, 3.130000; 37.50000
Minimum 1.0000000 2000000 0.330000; -9.230000, 0.000000
Std. Dev. 0.000000; 2.018100 0.094217 2.436464) 6.523272
JarqueBera 0.000000] 4.268503 1.200112 271.1686 799.8711
Probability 0.0000 0.0000 0.7380 0.9276 0.0782
Observation 45 45 45 45 45

Source: processed data, 2022

Table 1 shows that the number of observations made for board sizeinuesgendence,
return on assets, and price to book value on green banking disclosure in this study was 45
observations in 2022021. The minimum value in this study is 0.000 in price to book value,
and the maximum value in this study is 37.500. The stardkarction value in this study is
6.523

Effect of Board Size on Green Banking Disclosure

The higher the board independence, the more positive impact it will have on increasing
green banking disclosure. This causes the number of Board members to influence the disclosure
of green banking in Indonesia. In other words, the higher the number dfereof the board
of commissioners in a bank, the better the environmental responsibility of the bank. The
increasing number of boards will reflect diverse and very broad expertise and experience
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related to financial and neimancial aspects, including environmental and community
responsibility initiatives whose hypothesis is formulated as follows:
H2: Board independence affects green banking disclosure.

5. CONCLUSION

This study found that board size does not affect green banking disclosure. Meanwhile,
board independence, financial performance, and firm value affect the green banking disclosure
of banks that implement green finance on the Indonesian stock exchange.

This study also has limitations, such as a relatively small sample (9 banks). The limited
number of samples is because green banking is still voluntary, so the number of banks that
implement it is still limited with the existence of POJK number 51/POJR0137 concerning
sustainable finance for financial service companies, issuers, and public companies, we believe
that green banking practices will develop.

Projek yang sebaiknya diterima adalah projek A, B, C, D, E.

Penjelasan: karena risiko masimgsing projek diasumsikan sama dengan risiko aset
perusahaan yang tel ah ada (f i /masihgprogestsetatai n g
dengan WACC perusahaan, yaitu sebesar 10,5%. Oleh karena itu, projek yang ddaflaha
projek yang memilikrate of returndi atas 10,5%, yaitu projek A, B, C, D, dan E.
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CULTURAL DISPERSION AND STOCK LIQUIDITY

John Fan Zhariy

ABSTRACT -beluummm

This study aims to examine aspects of strengthening governance in the application of
green banking. In Indonesia, which is in the early stages of implementing green banking,
applying greerbanking practices and reporting requires internal governance mechanisms and
regulations from the authorities. This study examines the practice of banking disclosure from
a governance perspective as the focus of this research. The independent variagbktudyth
is corporate governance, represented by board size, board independence, financial
performance, and firm value. The analytical method used to assess green banking disclosure is
through annual bank reports for 2017 to 2021. The results of thisistlidgte an increasing
trend of green banking disclosure during the observation period

Keywords: Board Size, Board Independence, Financial Performance, Firm Value, Green
Banking Disclosure

1. INTRODUCTION

Global warming due to climate change has recently been seen as a problematic
phenomenon caused by the unwise treatment of the environment and industrial competition. In
addition, public awareness of the importance of protecting the environment from damage
impacts various sectors. The ethical issues of corporate responsibility and the environment also
encourage the application of ethics in the bank's business practices.

a@Macau
* Corresponding author
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DO BUBBLE EFFECTS OCCUR ON BITCOIN, GOLD, AND EXCHANGE RATES
(USD/IDR AND EUR/IDR) DURING THE COVID -19 PANDEMIC?

Ahmad Yan® and Nora Amelda Riz&l

ABSTRACT

This study aims to determine whether there are any bubbles in bitcoin, gold, and
exchange rates (USD/IDR and EUR/IDR) using the GSADF test. This wilidyso look for
the relationship between bubbles and observed returns on bitcoin returns using the volatility
effect of the GARCH model. The period used in this study started from 1 January 2020 to 31
December 2021, when the Coxid pandemic occurre@he results in this study indicated that
bubbles are confirmed on the bitcoin and gold variables. The relationship between the observed
bubbles, namely bitcoin, and gold, is positive for bitcoin returns. Meanwhile, the relationship

between gold and dollaeturns to bitcoin returns is positive, and euro returns to bitcoin returns
are negative

Keywords: Bitcoin, Gold, Dollar, Euro, EGARCH, GSADF, Bubble

1. INTRODUCTION

At the beginning 02020, the world experienced the Coxlil pandemic, which impacted
several investment instruments such as bitcoin, gold, and exchange rates. Bitcoin price started

to increase in January 2020 (Morangga, 2020), rose sharply in November 2020, and remained
in the last price range until November 2021, see figure 1
Figure 1.Bitcoin Price Chart 20202021
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aUniversitasTelkom, Indonesia
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Another investment instrument that also had an impact on the-@8pdndemic is gold.
Gold prices during the Cowtl9 pandemic experienced a significant increase. According to
CNBC Indonesia's research, world gold prices scored the highest closing 209 and set

a record. Global gold prices in the last 7.5 years are at their peak, and since the beginning of
2020, have shot up more than 15% (Simorangkir, 2020); see Figure 2.
Figure 2. Gold Price Chart 20262021
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In addition to bitcoin and gold, which had an impact on cd#@dthe rupiah exchange rate

was also impacted by tliepreciation of the rupiah against foreign currencies, namely the
dollar and the euro. The rupiah exchange rate against the dollar at the beginning of the year
moved relatively stable, with an average value of Rp 13,732 per US dollar in January and Rp
13,776 per US dollar in February. The movement of the rupiah exchange rate in the first
semester of 2020 tends to fluctuate and depreciate (Supriyatna, 2020). Meanwhile, the value
of the rupiah against the euro penetrated Rp. 18,029 per euro on 31 Marcht229.

supported by USD/IDR and EUR/IDR price movements in Figure 3.

Figure 3.Gold Price Chart 20202021
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The price increase in the three variables above, namely bitcoin, gold, and exchange rates,
can affect the financial behavior of investors. A bubble in an asset is one factor that changes
investors' financial behavior. In behavioral finance theory, a $tobkle with a cognitive bias
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can lead to the investor's thinking and disturb her behavior investing (Smith et al., 1988). The
bubble is an economic cycle marked by an increase in the rapid market value of an asset
(Kenton, 2022).

2. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

Behavioral finance is a theory about the psychological influence on investors or financial
analysts, where investors are not always rational. They have limits inogétbl and are
influenced by their own biases (CFI Team, 2022). It is also considefieltl f economic
behavior, assuming that psychological influences and biases influence investors' decisions
(Hayes, 2022) . Many things have |l ed investo
financial bubble, where according to Smith et al. (39B8havioral financial theory links the
stock bubble with cognitive biases that lead to investor thinking. The studies of the financial
bubble have been done by many researchers, such as Radaev (2000), who studied the financial
bubbles during the Russianisis in the mid of 1998; William & Evans (2011), who found
that bubbles had an impact on rkerse investors; Ventura (2012) said that bubbles present
in the portfolio; Korkmaz (2018) argued that bubbles in gold, euro, and dollar reduce the returns
on bitcoin, and affecting the return of gold, euro and dollar; and many more.

Recently, bitcoin has got its position in the investment world along with its studies.
Nakamoto (2008) introduced bitcoin as a pepeerelectronic cash system for the first time.

His studies were further continued in many subjects, such as bitcoin price prediction using time
series Amjad & Shah (2017); price prediction using machine learning: Jang & Lee (2019),
Karasu et al. (2018); effiency of bitcoin Urquhart (2016), Nadarajah & Chu (2017);
behavioral finance caused by bitcoin effect: Cheah & Fry (2015), Korkmaz (2018), Khuntia &
Pattanayak (2018), AWlansour, B. Y. (2020), Rajput, Soomro &Soomro (2020), Gursoy &
Sokmen (2021) and mg more. In this last subject field, while bubble effect subject to the
bitcoin effect was studied by Szetela et al. (2016), Baur et al. (2018), Cheah & Fry (2015), and
Korkmaz (2018). The bubble is an economic cycle characterized by a rapid increlase in t
market value of an asset (Kenton, 2022). According to Amadeo (2021), a bubble occurs when
the value of an asset binds quickly for no good reason. Segal (2022) has added that five stages
describe the basic pattern of bubbles, namely: displacement, baphmria, profit tracking,

and panic. The study on the bitcoin bubble was first introduced by MacDonell (2014); he
claimed that trustable bitcoin platforms and blackrket trading caused the bubble; on the
other side, bitcoin has high price volatility, iwh caused speculation in the market. His study
was further extended by Cheah & Fry (2015), who argues that bitcoin grows speculatively and
moves tend to form bubbles. Then Szetela et al. (2016), Baur et al. (2018), Korkmaz (2018),
and Gursoy & Sokmen (22 studied that exchange currency, gold, and bitcoin itself will
affect bitcoin return. Bauer et al. (2018) found that bitcoin returns are not dependent on gold
and dollar returns. In addition, the dollar's exchange rate against the pound shows a slightly
negative relationship. Meanwhile, Bhattacharjee (2016) argues that bitcoin fluctuates more
than the dollar and the euro.

Further extension in the bubbles effect research, Korkmaz (2018) has studied that the
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bubbles observed in gold, the euro, and the dollar, will reduce the volatility of bitcoin returns
and affect bitcoin returns. Meanwhile, Cheah & Fry (2015) argues that bitcoin grows
speculatively and tends to form bubbles. According to Baur et al. (20d&@soy & Sokmen

(2021) that there is no relationship between bitcoin, the dollar, the euro, and the yuan.
Meanwhile, Jumiarti & Hayet (2021) argue that bitcoin positively influences the rupiah. On
the other hand, Baur et al. (2018) argue that bitcdurne are not affected by gold and dollar
returns, while the dollar exchange rate against the pound shows a slightly negative relationship
to bitcoin. Bhattacharjee (2016) has also argued that bitcoin fluctuates more than the dollar and
the euro.

For the aforementioned reasons above, this paper will study the effect of bubbles in
bitcoin, gold, and exchange rate (the dollar and the euro against the Indonesian Rupiah (IDR));
on there, each returns. The bubbles will be found using Generalized SupeAteg Dickey
Fuller (GSADF) and Backward Sup Augmented Diclkeyler (BSADF), which is found by
Phillips, Shi & Yu, J. (2015), while the methodology to find the relationship between bubbles
and observed returns will be using Korkmarz (2018) GARCH model.

The hypotheses that will be used in this study are:

Hla: There are bubbles in bitcoin, gold, dollar, and euro

H1b: There is a relationship between the bubble and the return of gold to the return of bitcoin.
Hlc: There is a relationship between bubble and dollar returns to bitcoin returns.

H1d: There is a relationship between the bubble and the return of the euro to the return of
bitcoin.

Hle: There is a relationship between the bitcoin bubble and bitcoin returns.

3. DATA AND METHODS

3.1.Data and Sample

Researchers use information in the form of daily data on bitcoin, gold, and exchange rates
(USD/IDR and USD/IDR). The period used is from 1 January 2020 to 31 December 2021.
Daily data were obtained from id.investing.com and finance.yahoo.com.

3.2.Methods

In this study, the Generalized Sup Augmented Digkelfer (GSADF) test is used to
detect bubbles in an asset. GSADF considers dterg time series and structural breaks,
which can provide more consistent and accurate results in a condition where mooag¢ha
bubble is confirmed in a period (Phillips et al., 2015). According to the approach, PSY (2015),
the price of Pbecomes the basic hypothesis.
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P=dT4+ P, G~"(03 di = 1 (1)

Notes: PAsset price in period t,)PAsset price bef odrcongerinad (T, ndmbebblod
coefficient that controls T, U standard error.

In the GSADF test, the test hypothesis is defined as follows:
Hae d =1 (HO received) = bubble not confir mec
Ha d >1 (H1 received) = bubble confirmed

Variablesr; andr; are the starting and ending points of the sanipiesregression model
is as follows:

nt r b rhoP1eb ¢ 89 dén rZréjD ) (2)

pRk= R - Pu1, andk is the lag lengthAccording to Ceylan et al. (201,8)\DF, SADF,
and GSADF Test as follows:

ADF1,2= rl,b/SE( rEJ,rZ) (3)
SADF =sup o[ ADFx] (4)
oveal i 6d 1 607 ©)

When the bubble is confirmed, thest performed is backward SADEBSADF).
BackwardSADF is used to find which period there is a bubBBADF equation

0°YOOTT i o6n i 00'Q (6)
The augmenteDickey-Fuller (ADF) and Phillips Perron (PP) test is an iterative root test
to verify whetherthe data is stationary or ng€orkmaz, 2018)The stationary test hypothesis

is as follows

Ho: Probability >0,05 (HO received) = data is not stationary.
H1: Probability <0,05 (H1 received) = data stationary

The Autoregressive Moving AveragdRMA) Model test is used to detect the ARCH
effect in the residue @howautocorrelation in the residgorkmaz, 2018) The ARMA test

hypothesis is as follows:

Ho: Probability >0,05 (HO received)ro autocorrelation in the residue
H1: Probability <0,05 (H1 received) = there is an autocorrelation in the residue.

According toKorkmaz(2018) in the GARCH model, when the lag length Q of the error
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square and the lag length of the autoregressiexpressed by P,, >0, QT b,
B 1 QB ®"Qp,then the general GARCH (P,Q) is as follows:

M6 1] B @ B &® @)

In this study, the volatility model used is exponential GARE&ARCH). According
to Nelson(1991) GARCH lacks invalid volatilityassumptions, and the GARCH model does
not adequately model leverage in financial time series.

aEm 1 B 1w 1iQ B &o08Q— B [ @— (8
Notes: bj GARCH effect, Ui ARCH effect, 2i Leve

4. EMPIRICAL RESULTS

In this study, the results of the GSADF test are presented in table 1. The results from
table 1 are the value d of the bitcoin and g
which means that Hla is accepted, where the existence of a bubblebitctive and gold

variables is confirmed
Table 1. GSADF Test

GSADF
Variable
6 p
Bitcoin 7.815714 0.000***
Emas 1.868588 0.011**
Dolar 0.443814 0.583
Euro 0.249919 0.745

the statistic in parentheses. * p< 10%, **p < 5%, ***p < 1%
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Figure 4. BSADF Chart
The BSADF chart describes the bubble movement, from upper left to thghtlower
left to right resp. Bitcoin, gold, dollar, and euro prices occurred frandanuary2020 to31
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Table 2. Bubble Period

Bitcoin Gold

Start of End of Start Of End of
Bubble Bubble Bubble Bubble

12/03/20 12/03/20 23/07/20 10/08/20

16/03/20 16/03/20 17/05/21 02/06/21

28/07/20 03/08/20

05/08/20 06/08/20

03/09/20 09/09/20

12/11/20 25/11/20

17/12/20 20/01/21

08/02/21 03/03/21

05/03/21 23/03/21

29/03/21 31/03/21

05/04/21 05/04/21

12/04/21 15/04/21

17/05/21 11/06/21

18/06/21 28/06/21

01/07/21 01/07/21

20/07/21 20/07/21

21/09/21 21/09/21

The Bubble period is presentedrigure4 and Table. From the upper left of Figure 4,
it can be seen thate longest bubble period occurred in the bitcoin variathéch was from
17 DecembeR020 to20 January021, which isfull of bubbles starting fromi2 March2020
to 9 Septembe021.Meanwhile for thegold variable, the bubble period occurred twisee
upper right of Figure 4)The first is from23 July2020 to10 August2020 and fronl7 May
2021 to2 June2021.

Table 3. ADF and PP Test

Probabilities
Variable Test Constant eng
Constant
Trend
Rsircon ADF 0.000G** 0.000G**
PP 0.000G** 0.0000G**
Raold ADF 0.000G** 0.000G**
PP 0.000G** 0.0000G**
RooLLar ADF 0.000G** 0.0000G**
PP 0.000G** 0.000G**
Reuro ADF 0.0000G** 0.000G**
PP 0.000G** 0.0000G**

t-statistic inparentheses. * p< 10%, **p < 5%, ***p < 1%
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The test results for all variables are presentedable 3. The ADF and PP test

Table 4. ARMA Model

probabilities of all variables shovalues less than 0O; thehowsthatthere is alata stationary

Dependent Variable: grrcoin
t-

Variable | Coefficient | St. Error | statistics Probabilities

Constant | 0.004504 | 0.002006 | 2.079743 | 0.0252*

AR(1) 0.541428 0.178201 | 3.038292 | 0.0025**

AR(2) -0.502354 | 0.168083 -2.988722 | 0.0029**

MA(1) -0.588677 | 0.161677 | -3.64107 0.0003**

MA(2) 0.642785 0.153806 4.179196 0.000G**

SIGMAQ | 0.001656 4.85E05 34.151 0.000G™**
R2=0.025720 Adjusted R?=0.016279 F=2.724329
AIC=-3.542125 SIC=-3.493186 HQ=-3.522957

t-statistic in parentheses. * p< 10%, **p < 59¢p < 1%.

Table 4. shows that the ARMA model (2.2) is significamteaning there is an

autocorrelation in the residuals.

The EGARCH (1,1) model is the right model to describe the effect of the bubble and
gold returns on bitcoin return¥he accuracy of this model is tested by looking at the news
impact curvewhich describes the relationship between residuals and symmetrical volatility

Figure 5. Curve EGARCH Model (1,1)

Figure 5 describesEGARCH model (1,1) fobubble and gold returns dhe bitcoin

returnseffect.

.010
.009
.008
.007
006
.005
.004
.003
002

.001
-4

Sigma (t)

News Impact Curve

-.1 .0 i

Epsilon (t-1)

Source: Authors computation.
The EGARCH model for the relationship between the bubble and gold returns to bitcoin

returns is as follows:

9)
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