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ABSTRACT

This study aims to examine differences in the company's financial ratios before and after the Initial Public Offering (IPO) in terms
of profitability, solvency, liquidity, activity and growth ratios.

This study uses quantitative research by conducting a different test analysis using the Wilcoxon Signed Ranks Test and the ANOVA
test on the financial statements of all companies (except finance) that have conducted IPOs for the study period.

Based on the test results, it can be seen that the trend of financial performance in terms of profitability, solvency, liquidity, activity
and growth ratios shows a decline trend in the ratio of profitability, solvency, liquidity, activity and growth. Based on the results
of the different test using the Wilcoxon Signed Ranks Test method, it is shown that the ratios of profitability, solvency, liquidity,
activity and growth have differences before and after the IPO. Based on the ANOVA test to analyze the average change in the
sample, it is known that the ROE ratio changes in the sample average, while the DER, CR, Asset Turnover and Sales Growth ratios
do not change in the sample average.

Keywords - ANOVA, Initial Public Offering (IPO), Activity Ratios, Corporate Financial Ratios, Liquidity Ratios, Growth
Ratios, Profitability Ratios, Solvency Ratios.

INTRODUCTION
1.1 Backgrounds

Shares are securities. It is an instrument and proof of ownership of a company or proof of
individual or institutional participation in a company. Meanwhile, according to other researchers,
shares can also be said to be evidence of the participation of capital in share ownership and also
the company (Sapto, 2006).

The growth and development of a company can be measured whether it is listed on the
stock exchange or has conducted a corporate action as Initial Public Offering (IPO). To be listed
on the stock exchange, a company must fulfill various requirements that are determined regulator
so that the company can become a public company. There are several factors that can affect stock
prices or returns.

Information can affect the price or return of a stock listed on the stock exchange. The
performance of a company that conduct an [PO may improve or decline. There are various studies
that not only focus on abnormal returns but also on how a company performs after taking corporate
action to Go-Public.

The Go-Public process through the public offering system of a company's shares that will
appear initially is a problem where there is a phenomenon of information asymmetry followed by
a decrease in the performance of a company (Sulistyanto and Wibisono, 2003). According to
(Gumanti, 2002) and also (Ilyas and Midiastuty, 2004), based on previous studies, it is found that
the performance of some companies after the IPO has decreased due to an increase in agency costs,
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an increase in the size of a company, window-dressing and due to problems of market timing when
no shares have been issued.

1.2. Research Questions

Based on the background that has been mentioned above, The research questions that will
be discussed are as follows:
1. Is there a difference in the financial ratio of the company as seen by the Return on Equity
profitability ratio after the company conducts an [PO?
2. Is there a difference in the financial ratio of the company as seen by the Debt to Equity solvency
ratio after the company does an [PO?
3. Is there a difference in the financial ratio of the company as seen by the liquidity ratio Current
Ratio after the company does the [PO?
4. Is there a difference in the financial ratio of the company as seen by the Asset Turnover activity
ratio after the company does the IPO?
5. Is there a difference in the financial ratio of the company as seen by the growth ratio Sales
Growth after the company does an [PO?

LITERATURE REVIEW

2.1 Theory of Risk vs Return

According to the theory of risk versus return is that risk determine the price and return of
an asset. Based on Capital Asset Pricing Model (CAPM) developed by William Sharpe in 1964,
return of a risky asset depends on systematic risk. Later on there are several other model like
Arbitrage Pricing Theory (APT) developed by Stephen Ross, other researchers says that price or
return of an a risky asset depends on several factors. Not only macro economic factors but also
fundamental factors of the firms. Event behavior of investors also could affect stock price or
returns.

2.2. Hypothesis Development
2.2.1 Return On Equity

Return on Equity which is part of the measurement of profitability ratio is a net ratio
measured against the company's equity which calculates the rate of return on investment owned
by common shareholders (Brigham and Houston, 2010, Hery, 2015). With a high level of ROE,
this also means that there can be an increase in stock prices (Kasmir, 2014).
However, according to Teti Yuliarni, Ulfi Maryati & Hidayatul Thsan (2016), Tatiherlina & Dina
Dia (2020) there are differences in the company's profitability ratio before the company conducts
an [PO and after the company conducts an IPO.
Based on previous research literature reviews above, the first hypothesis is
H1: there are differences in the company's financial ratios as seen by the Return on Equity
profitability ratio before and after the initial public offering (IPO).

2.2.2 Debt To Equity Ratio (DER)

This DER ratio is related to the financial performance of a company. This ratio is
usually also called the debt ratio or Leverage ratio, which is a ratio that takes into account and sees
the limits of a company when the company borrows funds (Darsono and Ashari, 2010, Sugiyono,
2009, Prihantoro 2009).
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Meanwhile, Keown (2008) argues that the solvency ratio can provide information about
the amount of debt that is being used by the company with the aim of financing the company's
assets. The use of the amount of debt owned by the company depends on the success of the
company in generating income and maintaining the availability of assets that can be used as
collateral for the debt owned by the company.

Based on the research above, the second hypothesis that will be proposed is as follows,
H2: there is a difference in the company's financial ratio as seen by the Debt to Equity Ratio
solvency ratio before and after the initial public offering (IPO).

2.2.3 Current Ratio

Current Ratio which is part of the liquidity ratio. Current ratio can also be interpreted as a
measure to calculate the level of security or margin of safety of a company (Kasmir, 2014). Fahmi
(2012) argues that, current ratio is a common or commonly used calculation of so/vency or short-
term debt, while Atmaja (2008) argues that, Current ratio is a financial ratio that can be used to
understand the liquidity capabilities of a company.

According to Subramanyam (2012), liquidity is a measure in order to evaluate the
capability of a company to complete its short-term obligations.
Based on the results of the research above, the third hypothesis that will be proposed is as follows,
H3: there are differences in the company's financial ratios as seen by the Current Ratio liquidity
ratio before and after the initial public offering (IPO).

2.2.4. Asset Turnover

Asset Turnover which is part of the activity ratio is a financial ratio that measures the efficiency of
the use of company assets. This ratio is used by companies in order to measure and see how the
turnover of all assets owned by the company and also calculate how many sales are obtained from
each revenue generated (Kasmir, 2008). The use of this ratio for calculations in this study is in
accordance with what was used by previous studies, so that the use of this ratio already has a fairly
strong basis or reason regarding the selection and use of the Asset Turnover ratio . This ratio is
also used to calculate the turnover activity of all assets owned by the company (Brigham, 2001).
Asset turnover also shows the level of efficiency in using all of the company's assets in activities
that generate certain sales volumes. The higher the Asset turnover ratio owned by the company,
the more efficient the level of use of all assets in the company in generating sales (Lukman
Syamsudin, 2000). According to Harahap (2015), Asset turnover is a ratio that calculates the
capability of a company in making sales based on how many assets a company has.

Based on the results of previous research, the fourth hypothesis is

H4: there are differences in the company's financial ratios as seen by the Asset Turnover activity
ratio before and after the initial public offering (IPO).

2.2.5 Sales Growth

Sales Growth which is part of the growth ratio is a growth in sales that shows the results and
abilities of the company in an effort to improve the performance of all forms of operations (Kasmir,
2016). Sales growth is an important parameter of a company regarding market acceptance of
products in the form of goods or services owned by a company, where the results of income
obtained from fixed sales activities can be used to calculate the level of sales growth (Swastha and
Handoko, 2011). According to Charitou and Vafeas (2008), a manager in a business company by
overseeing the growth of a company prefers to be able to invest the income owned after taxes and
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wants good performance from dividends to be better in terms of and overall company growth
factors. According to Kesuma (2009),

Based on the results of previous research, the fifth hypothesis that will be proposed is as follows,
HS: there are differences in the company's financial ratios as seen by the growth ratio of Sales
Growth before and after the initial public offering (IPO).

METHODOLOGY

This research was conducted to determine changes in the financial ratios of a company
after a company has successfully passed the Initial Public Offering (IPO) process or has been listed
on the Indonesia Stock Exchange. In this research, quantitative methods were used and secondary
data were available to complete this research. The secondary data taken comes from S&P Capital
IQ. From this research, it can find out whether these companies are getting better or worse based
on financial ratios after listing on the stock exchange or after conducting an IPO. It can also be
seen the extent of the company's development after obtaining a new source of funding.

For this research, the sample data used is companies that have gone public (except finance)
and have financial reports available for the period of two financial years before going public and
three financial years after going public. The companies sampled must also be on the Indonesia
Stock Exchange list where the company is officially listed on the Indonesian state-owned stock
exchange and supervised by the Financial Services Authority (OJK). From the sample collection
results, a total of 99 companies have been obtained that have met the criteria listed.

In this research, there are several variables used to assess changes in the financial ratios of
a company when before and after the company goes public. The various variables used in
conducting this research are, Profitability ratio with measurements on the Return on Equity ratio
(ROE), Solvency ratio with measurements on the Debt to Equity ratio (DER), Liquidity ratio with
measurements on the Current Ratio (CR) ratio, Activity ratio with measurements on the Asset
Turnover ratio and Growth ratio with measurements on the Sales Growth (SG) ratio.

3.1.Return on Equity, which is part of the measurement of profitability ratios, is a net ratio
measured against the company's equity which calculates the rate of return on investment owned
by common stockholders (Brigham and Houston, 2010).

ROE = Net Income/Equity

3.2.Debt to Equity Ratio (DER)
Debt to Equity Ratio which is part of the solvency ratio is a ratio that shows the ratio
between debt and capital. DER can be calculated with the following formula:
DER= Total Debt/Total Equity

3.3.Liquidity
According to Subramanyam (2012), liquidity is a measure in order to evaluate the capability of a
company to complete its short-term obligations.
To be able to measure the current ratio, the formula or method that can be used is as follows,
CR = Current Assets / Current Liabilities

3.4. Asset Turnover
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Asset Turnover which is part of the activity ratio is a financial ratio that measures the
efficiency of the use of assets owned by a company in getting sales that will bring income to the
company.

Asset turnover can be calculated by dividing sales by total assets.
Asset Turnover = Sales/Total Assets

3.5. Sales Growth
Sales Growth which is part of the growth ratio is a growth in sales that shows the results
and ability of the company in an effort to improve the performance of all forms of operations.

Sales growth can be calculated using the formula,
__salesl-sales0

g =0T 100%

sales0

3.6. Method

3.6.1. Descriptive statistics is a statistical method that can be used to process data with data writing
procedures that are first collected as they are without the aim of providing results that apply in
general or in generalization (Sugiyono, 2015). Descriptive statistics can also be interpreted as
statistics that study the science of how to take steps to collect data and also how to present data so
that the data will be easy to understand. This is only related to a description or description of data
or a condition. In other words, descriptive statistics has a function to be able to explain a situation,
symptom, or problem. The conclusions obtained are only based on the available data. Descriptive
statistics are carried out in order to observe the minimum value, maximum value and average of a
data.

3.6.2 ANOVA Test

Analysis of Variance (ANOVA) is one of the comparative tests used with the aim of testing the
average difference in data with more than (>) two groups. This analysis method was developed by
a researcher named R.A Fisher. The ANOVA test is also one of the forms of hypothesis testing on
statistics where in its application it makes conclusions based on data or groups of inferential
statistics. The null hypothesis of this ANOVA test is that a data is a random sample from the same
population so that it has the same expected mean and variance. The ANOV A test has the advantage
that it can test for differences in more than two groups of data. According to Ghozali (2009),
ANOVA is one of the multivariate data analysis methods that has the aim of distinguishing the
average of more than (>) two groups of data by comparing their variances.

Analysis of variance can be run to calculate data derived from various types and forms of
research. Analysis of variance is widely used for various studies that involve a lot of comparative
testing, for example to test the dependent variable by comparing it in independent sample groups
to be observed. Analysis of variance is currently widely used for research in the form of surveys
and also research in terms of experiments. In general, conducting an analysis of variance to test
two variances of data based on the null hypothesis that the two variances are the same. The first
variance is the variance among samples and the second variance is the variance within each sample
(within samples). With this in mind, analysis of variance using two samples will produce similar
results if a t-test is conducted for two means.

177



IConEnt

The 4™ International Conference on Entrepreneurship

RESULTS
This chapter will present the results of calculations and analysis of various data that have
been collected previously. The analysis was carried out using the IBM SPSS program. The purpose
of data management using descriptive statistical methods is to determine the minimum value,
maximum value, average value and standard deviation of each research variable that has been
prepared to test the hypothesis.

4.1. Descriptive Statistics
Table 4.1 Descriptive Statistics

N | Minimum Maximum Mean Std. Deviation
ROE Pre-IPO 99 -0.92 3.01 0.2282 0.38270
ROE Post-IPO | 99 -2.89 2.03 0.0536 0.38069
DER Pre-IPO 99 -75.85 15.88 1.5515 8.58457
DER Post-IPO | 99 0.07 22.11 1.4341 2.64098
CR Pre-1IPO 99 0.18 133.46 3.2471 13.86745
CR Post-IPO 99 0.11 14.03 2.2446 2.33803
Asset Turnover | 99 0.00 13.60 1.0504 1.50901
Pre-IPO
Asset Turnover | 99 0.00 15.54 0.8637 1.69172
Post-IPO
Sales Growth | 99 -0.38 6.55 0.7351 1.42233
Pre-IPO
Sales Growth | 99 -1.00 22.38 0.2787 2.26050
Post-IPO

SPSS: Processed by author

Based on the results of descriptive statistical testing, it can be seen the minimum value,
maximum value, average value and standard deviation of each variable.

For ROE before IPO, the minimum value generated is -.92, for the maximum value is 3.01,
for the average ROE before the company does an IPO is 0.2282 and the resulting standard
deviation is 0.38270. For ROE after IPO, the minimum value generated is -2.89, for the maximum
value of 2.03, for the average ROE after the company does an IPO is 0.0536 and the resulting
standard deviation is 0.38069.

For DER before IPO, the minimum value generated is -75.85, for the maximum value of
15.88, for the average DER before the company does the IPO is 1.5515 and the resulting standard
deviation is 8.58457. For DER after IPO, the minimum value generated is 0.07, for the maximum
value is 22.11, for the average DER after the company does an IPO is 1.4341 and the resulting
standard deviation is 2.64098.

For CR before IPO, the minimum value generated is 0.18, for the maximum value is
133.46, for the average CR before the company does the IPO is 3.2471 and the resulting standard
deviation is 13.86745. For CR after IPO, the minimum value generated is 0.11, for the maximum
value of 14.03, for the average CR after the company IPO is 2.2446 and the resulting standard
deviation is 2.33803.

For Asset Turnover before IPO, the minimum value generated is 0.00, for the maximum
value of 13.60, for the average Asset Turnover before the company did the IPO, namely 1.0504
and the resulting standard deviation of 1.50901. For Asset Turnover after IPO, the minimum value
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generated is 0.00, for the maximum value of 15.54, for the average Asset Turnover after the
company IPO is 0.8637 and the resulting standard deviation is 1.69172.

For Sales Growth before IPO, the minimum value generated is -0.38, for the maximum
value is 6.55, for the average Sales Growth before the company does IPO is 0.7351 and the
resulting standard deviation is 1.42233. For Sales Growth after IPO, the minimum value generated
is -1.00 for the maximum value of 22.38, for the average Sales Growth after the company IPO is
0.2787 and the resulting standard deviation is 2.26050.

4.2. ANOVA Test
Table 4.2.1 ANOVA Test for ROE

Sum Of df Mean F Sig.
Squares Square
Between Groups 1.508 1 1.508 10.351 0.002
Within Groups 28.556 196 0.146
Total 30.064 197
SPSS: processed by author
Table 4.2.2 ANOVA Test for DER
Sum Of df Mean F Sig.
Squares Square
Between Groups 0.682 1 0.682 0.017 0.897
Within Groups | 7905.625 196 40.335
Total 7906.307 197
SPSS: processed by author
Table 4.2.3 ANOVA Test for CR
Sum Of Df Mean F Sig.
Squares Square
Between Groups 49.740 1 49.740 0.503 0.479
Within Groups | 19381.698 196 98.886
Total 19431.438 197
SPSS: processed by author
Table 4.2.4 ANOVA Test for Asset Turnover
Sum Of Df Mean F Sig.
Squares Square
Between Groups 1.725 1 1.725 0.671 0.414
Within Groups 503.624 196 2.570
Total 505.349 197
SPSS: processed by author
Table 4.2.5 ANOVA Test for Sales Growth
Sum Of df Mean F Sig.
Squares Square
Between Groups 10.309 1 10.309 2.891 0.091
Within Groups 699.020 196 3.566
Total 709.329 197
SPSS: processed by author
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4.3. Discussion
4.3.1 Profitability Ratio
The results of the total of all companies that have conducted IPOs (except finance) used as
samples in this study show that the company's financial ratios calculated from the profitability ratio
before the IPO occur quite significant changes when compared to the company's financial ratios
after the IPO, this result can be seen from the significance value which is smaller than the degree
of error. In addition, when viewed from the descriptive statistical value of the ROE ratio after the
IPO there is a decrease in the ROE value. These results indicate that the financial ratios of
companies after conducting IPOs tend to decrease.
These results are in line with previous research researched by Teti Yuliarni, Ulfi Maryati
and Hidayatul Thsan (2016).
4.3.2 Solvability Ratio
The results of a total of all companies that have conducted IPOs in 2010-2015 (except
finance) which are used as samples in this study show that the company's financial ratios calculated
from the solvency ratio before the IPO occur quite significant changes when compared to the
company's financial ratios after the IPO, this result can be seen from the significance value which
is smaller than the degree of error. In addition, when viewed from the descriptive statistical value
of the DER ratio after the IPO there is a decrease in the DER value. This result shows that the
ability of the company's management in managing the total equity owned by the company to be
used as a guarantor of the debt borne by the company has increased its ability than before the
company conducted an [PO. The value of DER after the IPO has decreased, this shows a sign that
the condition of financial performance after the IPO tends to increase than before the IPO.
These results are in line with previous research researched by Ratu Dinza and Nono (2019).
4.3.3. Liquidity Ratio
The results of a total of all companies that have conducted IPOs in 2010-2015 (except
finance) which are used as samples in this study show that the company's financial ratios calculated
from the liquidity ratio before the IPO occur quite significant changes when compared to the
company's financial ratios after the IPO, this result can be seen from the significance value which
is smaller than the degree of error. In addition, when viewed from the descriptive statistical value
of the CR ratio after the IPO there is a decrease in the CR value. This means, if CR goes down
then ROA will go up. A decreasing current ratio can be caused by an increase in current debt when
compared to current assets, this can also be caused by loans to banks also increasing when
compared to the previous period. A company with a low CR value indicates that the company is
in a condition of financial difficulty in order to fulfill its current debt obligations. This also cannot
be interpreted as a condition where a company's finances are underperforming. A low CR value
also indicates that the company is experiencing a shortage of cash or other current assets when
viewed with current needs.
These results are in line with previous research researched by Ratu Dinza and Nono (2019).

4.3.4. Activity Ratio
The results of a total of all companies that have conducted IPOs in 2010-2015 (except
finance) which are used as samples in this study show that the company's financial ratios calculated
from the activity ratio before the IPO occur quite significant changes when compared to the
company's financial ratios after the IPO, this result can be seen from the significance value which
is smaller than the degree of error. In addition, when viewed from the descriptive statistical value
of the Asset Turnover ratio after IPO there is a decrease in the value of Asset Turnover. This shows
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that most of the companies are not successful in maintaining the level of sales and investment in
various assets. The company is also considered not very effective in the use of company-owned
assets after the company conducts an IPO. In addition, this also shows that the management of the
company is not able to manage the assets owned by the company properly so that there is no
increase in sales of the company after the company conducts an IPO. If there is a continuous
decline in the company's 4sset Turnover , the company needs to evaluate its company and find out
the causes of this and find solutions to these problems so that in the future the value of the
company's Asset Turnover can increase and indicate that the use of the company's assets has
become effective.

These results are in line with previous research researched by Arfandi and Salma Taqwa
(2018).

4.3.5. Growth Ratio

The results of a total of all companies that have conducted IPOs in 2010-2015 (except
finance) which are used as samples in this study show that the company's financial ratios calculated
from the growth ratio before the IPO occur significant changes when compared to the company's
financial ratios after the IPO, this result can be seen from the significance value which is smaller
than the degree of error. In addition, when viewed from the descriptive statistical value of the Sales
Growth ratio after [PO there is a decrease in the value of Sales Growth. This is because the average
sales when the company has not done an IPO are much greater than when the company has done
an [PO. There are several companies that have experienced a decrease in sales, causing the average
sales of the company after the IPO to decrease. The decline in sales of the company can be caused
by a change in the company's focus, which previously only focused on sales now focuses on other
things, such as excessive promotion, looking for investors with bold steps, to making mistakes in
production that cause the company's products to lose interest from consumers.

There are many factors that cause a company to experience a decline in sales, such as
changing trends, shifting technology to become more advanced and also changing the need for
goods sold and produced by the company.

These results are in line with previous research researched by Teti Yuliarni, Ulfi Maryati
and Hidayatul Thsan (2016).

CONCLUSION
Based on the results of testing the total of all companies that have conducted IPOs in 2010-
2015 in Indonesia (except finance), it can be concluded that the trend of financial performance in
terms of profitability, solvency, liquidity, activity and growth ratios. Shows a decrease in terms of
profitability, solvency, liquidity, activity and growth ratios. Based on the results of the different
test using the Wilcoxon Signed Ranks Test method, the results shown are,
1. There are differences in the company's financial ratios as seen by the Return on Equity
profitability ratio before and after the initial public offering (IPO).
2. There is a difference in the company's financial ratios as seen by the Debt to Equity Ratio
solvency ratio before and after the initial public offering (IPO).
3. There are differences in the company's financial ratios as seen by the liquidity ratio Current
Ratio before and after the initial public offering (IPO).
4. There are differences in the company's financial ratios as seen by the Asset Turnover activity
ratio before and after the initial public offering (IPO).
5. There are differences in the company's financial ratios as seen by the growth ratio of Sales
Growth before and after the initial public offering (IPO).
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Based on the ANOVA test to analyze the average change in the sample, it is known that in
the ROE ratio there is a change in the sample average, while in the DER, CR, Asset Turnover and
Sales Growth ratios there is no change in the sample average. The Wilcoxon test is intended to
find out changes in the company's financial ratios before and after the IPO, while the ANOVA test
is intended to find out the average difference in data before and after the IPO. To answer the
problem being studied, the Wilcoxon test is used as the result.

Based on the results of the analysis that has been done previously, several suggestions can
be drawn, namely for investors who want to invest their money in capital market instruments such
as stocks, it is hoped that novice investors will first find out about the company they want to buy
shares from. Especially for companies that have just conducted an IPO, because companies that
have just undergone an IPO still have a high risk of the level of return provided by the company.

For investors who are new to investing in the stock market, it is expected to buy stocks that
are well known for their good performance as well as stocks that have survived long enough on
the stock exchange and have a good track record in the rate of return on their shares. To avoid high
risks when investing in the stock market, investors must be careful in choosing what companies
they want to invest in and are expected to provide enough profit for their shareholders.
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