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ABSTRACT  

 

The purpose of this study is to measure financial distress in the Trading, Services and Investment Industries with the category of 

Investment Sub-Companies for the 2017–2020 period. The period of this research is the period before and after the pandemic so 

that in this study we can analyze industries that have successfully survived the ongoing crisis. in a fairly long period and is global. 

This research uses a quantitative approach. The variables in this study are the financial distress, Macro Aspects of Stock Prices. 

The sample of this study was 12 company financial statements during the 2017 - 2020 period with a total of 60 observations 

processed. In selecting the sample, purposive sampling method was used to collect panel data. From the calculation of the 

Bankruptcy Potential using the Altman Z Score for the Investment Company Sub-Sector, there are 2 companies in the unsafe 

category because the Z value < 1.68, namely Kresna Graha Investama Tbk (KREN) and Charnic Capital Tbk (NICK) while the 

remaining 10 companies with a Z value > 2.67 in the safe category. The two independent variables are the financial distress, 

Macro Factors simultaneously affect stock prices with a value (F.statistic) <0.05. Analyze condition of financial distress Kresna 

Graha Investama Tbk (KREN) company whose condition is not safe category both before and after the pandemic. And Charnic 

Capital Tbk (NICK) with a Z score becomes unsafe after the pandemic. 
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INTRODUCTION 

 

Indonesia has experienced several phases of crisis, starting with the crisis that occurred in 1998 and caused several companies to 

collapse. Some time later, Indonesia began to rise and improve so that economic growth was relatively stable. And in the middle 

of 2019 there was another economic crisis caused by Covid 19 in Indonesia as well as countries around the world. Many companies 

are experiencing financial difficulties due to Covid 19 and do not get the opportunity to be able to sell their products so they use 

assets and capital to survive during the pandemic. However, the company's inability to replace the capital and assets used during 

several periods of the pandemic caused the company's finances to become unstable. 

The decline in economic conditions during a crisis will lead to unstable company conditions and many companies closed 

and caused unemployment so that people's purchasing power decreased and goods were not absorbed in the market and worse the 

condition of the Indonesian economy. In this study will see the influence of the two factors above the financial distress and macro 

factors on the company's stock price. 

To see the effect of macro factors and market value on financial distress in previous studies looking for information on 

whether there is an effect of accounting data, market values and macroeconomic factors on the financial distress in an 

industry.(Hernandez Tinoco & Wilson, 2013). 

So for the community of shareholders, it is necessary to examine whether some of the above factors have an impact on the 

value of public investment which is reflected in the value of the company's shares. The above opinion was also conveyed by 

previous researchers John Y. Campbell, Jens Hilscher, and Jan Szilagyi (2010) several other studies the measurement financial 

distress using the Ohlson (1980) and Altman (1968) Z-Score associated with stocks, such as research conducted by Dichev (1998), 

Gric and Lemmon (2002) and Ferguson and Shockley (2003). Avramov et al. (2007) and Avramov et al. (2009) by using a more 

accurate risk measure to get a more accurate picture of stocks with low performance. 

The research that will be conducted is positivism research by comparing other similar studies there are several differences, 

among others, this study the influence of macro factors, financial distress, market value and stock prices before the pandemic and 

after, especially in companies engaged in investment management. . And the research was conducted specifically on sectors related 

to public investment funds, namely the Investment Company Sub-Sector. 

 

THEORITICAL REVIEW 

Financial Distress and Bankruptcy 

 
1. Financial Distress 

Financial distressis a condition that is used as a reference to predict the bankruptcy of an industry and the condition of the 

company's acceptance of operational activities is not adequate to meet all current debts.(Kazemian et al., 2017) said that financial 

distress is a stage where the financial health of an industry begins to decline to the bankruptcy process. Companies that have the 

ability to predict the possibility of financial difficulties, the company can take risk prevention efforts for the possibility of 

bankruptcy more quickly so that bankruptcy is expected to be avoided. And anticipatory steps can be taken to avoid it. Almilia & 

Kristiadji (2003) in (Kusumawati & Herbenita, 2020) said several parties who need information on the prediction of potential 

bankruptcy, among others: 
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• Debitor. The parties included are banks, cooperatives, and other parties whose operational activities are related to the provision 

of loans or credit in order to avoid credit problems that can cause losses. 

• Investors. For those who are going to invest in an industry, they really need information on the financial condition of the 

industry. So by predicting the financial risk of an industry, investment losses can be avoid. 

• Regulatory bodies such as OJK. The process of monitoring and calculating risk from financial institutions that are under their 

supervision is required so that appropriate decision analysis can be carried out on these financial institutions with the aim of 

protecting investors. 

• Government. In an effort to create a safe investment climate in Indonesia, it is necessary to be able to predict the bankruptcy 

of companies so that they can maintain the level of investor confidence 

• Auditors. Can provide information related to the condition of a company, so that users of that information can predict the 

financial effects of the company and the company's prospects in the future. 

 

2. Bankruptcy 

Bankruptcy is one of the impacts of the financial distress process. Bankruptcy is a series of processes that begin with problems 

in paying off short-term debt and ultimately lead to financial failure, one of which is reflected in the accumulation of debts that 

cannot be repaid. A company is said to be in bankruptcy, when there is a condition that the income received cannot cover the 

existing costs, the value of the cash flow received is currently less than the obligations it has, so that the company's profit received 

is less than the cost of capital. Predictions of potential bankruptcy by management need to be analyzed so that prevention / 

mitigation plans can be carried out against risks that endanger the industry so that solutions can be immediately found to fix them. 

Altman Z-score 

Z-score by Altman is a bankruptcy potential model that is widely used in management to estimate when an industry will face 

bankruptcy. The following is the Altman method used to analyze bankruptcy capabilities(Altman et al., 2017): 

Zi = 0.012 X1 + 0.014 X2 + 0.033 X3 + 0.006 X4 + 0.999 X5 

Information: 

Zi = Total z-score 

X1 = Net Working Capital / Total Assets 

X2 = Retain Earning / Total Assets 

X3 = EBIT / Total Assets 

X4 = Market Value of Equity / Total Debt 

X5 = Total Sales / Total Assets 

The classification results from the above calculations are as follows: 

Safe zone = Z > 2.67 

Zone of gray or gray = 1.81 < Z < 2.67 

Distress zone = Z < 1.81 

 

Macro Factor 

The influence of macro factors is an external factor that can affect the company's activities carried out by producers, 

consumers, the banking world, the government, and the business world. Investors who can analyze future macroeconomic 

conditions will be able to make the right strategic decisions regarding the investment they will make. The reason for using the 

macroeconomic area as a research variable is because changes in macroeconomic variables quickly affect stock prices. The second 

reason for the existence of macroeconomic variables is unavoidable and affects not only a few companies but also many companies 

listed on the IDX(Megawati & Salim, 2019). 

 

Stock price 

Bagi (Brigham & Houston, 2013) argues that "the wealth of shareholders is determined by the price of the shares they own". 

So that the share price of the industry needs to be optimized in order to provide maximum profit for the owner of the share. 

(Jogiyanto 2013) also stated "The stock price in the capital market is formed from the mechanism of demand and supply of shares 

in a certain period that occurs in the capital market". 

From the opinions of the researchers above, it can be concluded that the stock price comes from the demand and supply 

mechanism in stock trading which generally uses the closing price. A stock price that is considered attractive if it can provide 

benefits in the form of capital gains and a good image for the industry makes it easier for the industry to get investors. 

 

RESEARCH METHO 

 

The research was conducted using quantitative methods that apply the theory of positivism philosophy with the research stages 

starting with the process of collecting research data in the form of secondary data on company financial statements and followed 

by testing and quantitative analysis to test the research hypotheses. This study applies a descriptive approach with the aim of 

explaining the object of research and the results. . 

Meanwhile, the framework of thinking functions as a guide and a reflection of the flow of thinking that will be used as the 

basis for the formulation of the hypothesis in Figure 1.1. 
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Figure 1.1. Reseacrh Model 

DaIn this research, the hypothesis is formulated partially or simultaneously, namely: 

H1 : There is an influence of macro factor variables on stock prices 

H2 : There is an effect of the financial distress on stock prices 

H3 : Is there an influence of macro factors, the financial distress on stock prices 

In this study using several variables with the dependent variable (Y) being the stock price while the independent variable (X) 

in the form of a component variable for calculating the potential for financial distress using the Altman Z Score consisting of 

Working Capital / Total Assets, Earnings on Hold / Total Assets, EBIT / Total Assets, Market Capitalization / Total Debt, Sales 

Value / Total Assets. And the second independent variable is the macro factor that uses the inflation rate and exchange rate. 

 

 

DISCUSSION 

 

From the calculation results of Altman Z Score for the 12 companies that are members of the Trade, Services and Investment 

sector; Investment Company Sub-Sector, when compared to indicators for the safe zone category, Z > 2.67 while Z < 1.68, the 

unsafe category shows that there are 2 companies in the unsafe category because the Z value < 1.68, namely Kresna Graha 

Investama Tbk (KREN) and Charnic Capital Tbk (NICK). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



International Journal of Business, Economics and Law, Vol. 26, Issue 1 (April)                                                                                              

ISSN 2289-1552 2022 
 

 

76 

Table 1.1 Summary of Stock Prices, Calculation of Financial Distress Period 2016 - 2020 

Source: Processed Data 

 

 

Analyze condition of financial distress before and after the pandemic, it is divided into 2 periods, before the pandemic is 2017-

2018 and after the pandemic is the period 2019-2020 which can be seen in detail in Table 1.2. If we compare the two periods, there 

is Kresna Graha Investama Tbk (KREN) company whose condition is not safe both before and after the pandemic. And company 

Charnic Capital Tbk (NICK) with a Z score becomes unsafe after the pandemic. 
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Table 1.2 Summary of Stock Prices, Calculation of Financial Distress Before the 2017-2018 Pandemic and After the 2019-2020 

Pandemic 

Further analysis is carried outpanel data regression.Panel data is data obtained from cross-sectional data which is observed 

repeatedly on the same object but at different times. So that the trend of the object observed in a certain time can be obtained. 

In processing secondary data obtained from the data collection process, then the data is processed using MS. Excel to present 

descriptive analysis in the form of making tables and graphs. Meanwhile, statistical data processing activities are used with 

statistical software EVIEWS version 9. 

Panel Data Regression MethodThere are three approaches that can be usedobtainedThe Random Effects method is the best. 

After determining the use of the best model is the Random Effect model, then a hypothesis test analysis is carried out to see 

the effect of the independent variable on the dependent variable by using either partially by using the t-statistical test 

andSimultaneous F test. 
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Table 1.3.Random Effect Test Results 

  

REM 
 

Dependent Variable: Y                       

Method: Panel EGLS (Cross-section random effects)                     

Date: 12/28/21   Time: 23:01                       

Sample: 2016 2020                       

Periods included: 5                       

Cross-sections included: 12                       

Total panel (balanced) observations: 60                      

Swamy and Arora estimator of component variances                     
                         
                         Variable Coefficient Std. Error t-Statistic Prob.                       
                         
                         C 13984.04 71.52848 195.5030 0.0000                     

X1 -0.082322 0.277795 -0.296340 0.7682                     

X2 37.16456 159.5546 0.232927 0.8167                     

X3 -123.1833 91.07480 -1.352551 0.1821                     

X4 100.3981 306.4022 0.327668 0.7445                     

X5 -9.10E-05 0.000101 -0.897731 0.3735                     

X6 0.118806 0.083190 1.428119 0.1592                     

X7 -113.4223 32.63239 -3.475757 0.0010                     
                         
                          Effects Specification                       

   S.D.   Rho                       
                         
                         Cross-section random 0.000000 0.0000                     

Idiosyncratic random 352.3243 1.0000                     
                         
                          Weighted Statistics                       
                         
                         R-squared 0.293794     Mean dependent var 13894.20                     

Adjusted R-squared 0.198728     S.D. dependent var 382.3085                     

S.E. of regression 342.2189     Sum squared resid 6089916.                     

F-statistic 3.090413     Durbin-Watson stat 1.937717                     

Prob(F-statistic) 0.008440                        
                         
                          Unweighted Statistics                       
                         
                         R-squared 0.293794     Mean dependent var 13894.20                     

Sum squared resid 6089916.     Durbin-Watson stat 1.937717                     
                         

 
 

Based on the output results above, there is a regression equation as follows: 

Y = + 1X1 + 2X2 + 3X3 + 4X4+ 5X5+ 6X6+ 7X7+ e 

 

Then the regression equation is obtained as follows: 

Stock Price =13984.04 - 0.082322 (Working Capital / Total Assets) + 37.16456 (Profit on Hold / Total Assets) - 123.1833 (EBIT 

/ Total Assets) + 100.3981 (Market Capitalization / Total Debt) - 9.10E-05 (Sales Value / Total Assets) + 0.118806 (Inflation Rate) 

– 113.4223 (Interest rate) 

 

 

With the partial t test hypothesis and F simultaneouslymeuse conditions: 

Ho: It is suspected that there is no influence between the independent variables on the dependent variable 

H1: It is suspected that there is an influence between the independent variables on the dependent variable 

• If the value of  Prob.(t.statistic) or (F.statistic) < from 0.05: means that the proposed Ho hypothesis is rejected or it is 

suspected that there is a significant influence 

• If the value of Prob.(t.statistics) or (F.statistics) > from 0.05: means that the proposed Ho hypothesis is accepted or suspected 

to have no significant effect 
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Table 1.4.Comparison of Test Results of t Test and F . Test 

 

 
 

Based on Table 1.4, it is obtained that t sig > 0.05 for all variables and Prob F sig < 0.05 so that it can be concluded that all variables 

have no effect on financial distress separately, but will have a significant effect if used together. 

 

 

CONCLUSION 

 

Based on the calculation of the financial distress using the Altman Z Score in the Trade, Services and Investment sector; There are 

2 investment companies sub-sector in the unsafe category because the Z value < 1.68, namely Kresna Graha Investama Tbk 

(KREN) and Charnic Capital Tbk (NICK). For the highest rank for the safe category with a calculation of the Z value > 2.67, 

namely Bakrie & Brothers Tbk with a Z value of10,314.01. 

From the multiple linear equations, the results of the Stock Price equation =13984.04 - 0.082322 (Working Capital / Total Assets) 

+ 37.16456 (Profit on Hold / Total Assets) - 123.1833 (EBIT / Total Assets) + 100.3981 (Market Capitalization / Total Debt) - 

9.10E-05 (Sales Value / Total Assets) + 0.118806 (Inflation Rate) – 113.4223 (Interest rate). 

So it can be concluded that the increase in stock prices can be caused if there is an increase Retained Earnings / Total 

Assets, Market Capitalization / Total Debt and influenced by rising inflation. While the decline in stock prices was due to an 

increase in Working Capital / Total Assets, EBIT / Total Assets, Interest Rates. 

 Of the seven independent variables, all variables in financial distress and macro factors are thought to have an effect on 

stock prices if tested simultaneously but each variable has no effect separately (partial). 

 

SUGGESTION 

 

Based on the variable components used in the prediction of potential bankruptcy in the Altman Z Score calculation, it can beIt is 

recommended to reduce the risk of bankruptcy, the company can increase active assets and working capital so that it can become 

a reserve for the company to pay debts in the event of a less conductive economic condition. The increase in income obtained 

through company activities and good stock performance can reduce the risk of bankruptcy. 

 If the company's financial performance is good, the company has the ability to overcome the impact of rising inflation 

and exchange rates. The inflation rate in Indonesia tends to be stable and in 2020 tends to decline below 2% but the exchange rate 

tends to be unstable so companies need to anticipate transactions using foreign currencies, for example hedging forward rate to 

anticipate unstable currency that will  use in future transaction 
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