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ABSTRACT

The condition of manufacturing companies that experienced a bad impact due to the weak
value of operational activities resulted in a decrease in company profits so that it had an
impact on reducing the portion of the disclosure of corporate social responsibility. The Covid
19 pandemic has caused sevef] manufacturing companies to be unable to generate the
profits that have been set at the General Meeting of Shareholders (GMS) so that the value of
the return on investment is lower. This study examines in depth the systematic risk that will
affect stock returns in changing the relationslgg) between investor sentiment, trading activity,
market factors and stock return responses during the Covid 19 Pandemic. Based on the
threshold regression model, it was found that Return On Assets played a mediating role in
influencing CSR on Stock Returns in manufacturing companies during the Covid 19
Pandemic. ROA is an important benchmark in assessing the Efinpany's going concern in the
future so that it can show the real condition of the company during the Covid 19 Pandemic.
Finally, this study is to confirm the effect of systematic risk returns and investor
sentiment. However, these results have not been explored further the impact of the Covid-
19 Pandemic during the current period to be used as a company evaluation in minimizing
the risks that will occur. This study can be a reference for future repurchase programs for
stakeholders.

Keywords: CSR, ROA, Stock Return, manufacturing companies

INTRODUCTION

The emergence of the Covid-19 virus is a situation where everyone cannot imagine what
it will cause. The virus that emerged from the city of Wuhan in China has caused many
effects which were never imagined before, such as the work from the home policy
implemented by the government almost all over the world, including Indonesia (Pascarella
et al., 2020). Lockdown activities are part of the laws and regulations contained in Law
Number 6 of 2018 concerning Health Quarantine which discusses Health Quarantine at
Entrance Gates and in areas carried out through monitoring of diseases and Public Health
Risk Factors for transportation means, people, goods, and/or the environment, as well as
responses to Public Health Emergencies in the form of Health Quarantine measures (Islam,
Khan, Choudhury, Adnan, & Senior Lecturer, 2014). This lockdown activity itself was
implemented by the President of Indonesia to suppress and reduce the level of spread of the
Covid-19 virus which has spread in Indonesia since March 2, 2020 (Wu, Chen, & Chan,
2020).

This study explores the relationship between investofffentiment, the company's
operational activities in generating profit, and the response to stock returns in the trading
market during the period of the share purchase event (Purba, 2019). Besides, investment
activities can be used as an alternative for someoneffho does not have sufficient capital at
the start, by sacrificing some of their current wealth to invest in the capital market, which in
turn will provide a return or return that can be used as capital for a business in the future.
Investment activities are closely related to the consequences that must be borne by investors,




where the concept of risk and stock returns is a unidirectional and linear relationship
(Ardhani Ika Sulistyawati, 2016).

Companies that pay attention to CSR can improve stock performance in the long
term through several aspects, namely cost efficiency, compliance with applicable
regulations, image enhancement, and stakeholder trust (Merina & Noviardy, 2015).
Corporate responsibility for the environment is an important element for the success of the
company and can provide benefits for the company. The company will strive to carry out
environmentally responsible activities that will contribute to internal and external
stakeholders (Kurnianingsih, 2013), (McWilliams, Siegel, & Wright, 2006), (Carroll &
Shabana, 2010), (Hashemijoo, Mahdavi Ardekani, & Younesi, 2012).

Apart from CSR, an important indicator for investors in assessing the extent to which
a company is growing its profitability. An investor must consider the performance of a
company that will be the object of his investment by collecting information in the company's
financial statements, which can later assist in making investment decisions. The form of
information collected will be in the form of data from financial reports which are reflected
in the ratfff used to measure the company's financial performance for the benefit of
investors. Information relating to the performance or condition of the company is generally
included in financial statements. Financial reports provide a variety of corporate financial
information.

There was an inconsistency in previous research conducted by (Mentari, 2012) stated
that ROA profitability has a significant positive effect on Stock Return. (Qonfgiah, 2015)
stated that ROA profitability has a significant positive effect on Stock Return. (De Klerk, de
Villiers, & van Staden, 2015) stated that ROA profitability has a signifiggt positive effect
on Stock Return. (Riswari & Cahyonowati, 2012) stated that ROA profitability has a
significant positive effect on Stock Return. In contrasfb research from (Wulandari &
Puspaningsih, B£Jl 7) which examined the profitability of ROA on company stock returns, it
shows that the research results have a negative and significant effect.

LITERATUR REVIEW AND HYPOTESI§)

The signal theory states that a signal is an action taken by company management that
provides clues to investors about how management views the company's prospects. The s

ignaling theory states @t a quality company will provide a signal to the market in
the form of information, thus the market is expected to differentiate between good quality
companies and poor quality companies. For the signal to be effective, it must be able to be
captured by the market and well perceived, and not easily imitated by bad companies (Ferial,
Suhadak, & Handayani, 2016), (Fahmi, 2014), (Retno & Priantinah, 2012), (Kasmir, 2014),
(Ningrum & Hadi, 2020), (Hamdani, 2016), (Hastuti, 2018), (Fatimah, Mardani, & Budi,
2017), (Nmuroh & Makaryanawati, 2020), (Hartono, 2010).

A capital market is a meeting place for parties who have excess funds with parties
who need funds to trade securities that generally have an age of more than one year. The
capital market can function as an intermediary institution. This function $Jpws the important
role of the capital market in supporting the economy. Besides, the capital market can
encourage effi@@nt allocation of funds, because, with the capital market, those who have
excess funds (investors) can choose investment alternatives that can provide the most
optimal return (Akhtar, 2020), (Torre, Mango, Cafaro, & Leo, 2020), (Dai & Zhu, 2020),
Beng, Huang, Sinha, & Zhao, 2018), (Ye, Guan, & Zhang, 2021), (Wen, Wu. & Gong,
2020), (Al-Awadhi, Alsaifi, Al-Awadhi, & Alhammadi, 2020), (Smyth & Narayan, 2018),
(Amtiran, Indiastuti, Nidar, & Masyita, 2017), (Mokni, 2020).

Shares are a sign of the participation or ownership of a person or entity in a company
or a limited liability company. Owning shares in a company can provide dividends, capital




gains, and non-financial benefits. If investors buy shares, it means they (investors) buy the
company's prospects, and if the company's prospects are good, the Stock Return will
increase. Shares are paper with a clear nominal value, company name, followed by rights
and obligations that have been explained to each holder (Harjoto, Kim, Laksmana, &
Walton, 2019), (How & Tsen, 2019), (West, Azab, Ma, & Bitter, 2020), (Li, Liu, & Shi,
2017), (Nurdin & Ab@ni, 2020).

The company's financial performance is also a description of the company's financial
condition in a certain period, including the aspects of raising funds and channeling funds.
Information and past financial performance are often used as a basis for predicting reports
of financial position and performance in the future (De Klerk et al., gl 5). Performance is
an important thing that must be @hieved by every company because it is a refiggjion of the
company's ability to allocate its sources of funds. Besides, the main purpose of performance
appraisal is to motivate employees to achieve organizational goals in meeting predetermined
standards of behavior (Oncioiu et al., 2020), (Platonova, Asutay, Dixon, & Mohammad,
2018), (Ukko, Nasiri, Saunila, & Rantala, 2019), (Kabuye, Kato, Akugizibwe, & Bugambiro,
2019), (Nasiri, Ukko, Saunila, Rantala, & Rantanen, 2020), (Ferndndez-Miguélez, Diaz-
Puche, Campos-Soria, & Galdn-Valdivieso, 2020), (Kyere & Ausloos, 2020), (Ramzan,
Amin, & Abbas, 2021), (Kim, Kim, & Qian, 2018), (Dubas-Jakdbczyk, Kocot, & Koziet,
2020)E2

The concept of corporate social responsibility has been known since the early 1970s,
which is generally defined as a collection of policies and practices related to stakehold @3
values, compliance with legal provisions, community appreciation, the environment, and the
commitment of the business world to contribute to sustainable development. The concept of
CSR is seen as a new accounting concept, which is transparency in the social disclosures
made by companies. Corporate Social Responsibility must be understood in terms of
problems, it is a social contract that must be carried out consistently and fully committed by
the company, to create a sustainable environmental quality for intere@fd parties. The
consistent disclosure of CSR activities can lead to recognition/legitimacy that the company
plays a role in improving the quality of the people with an interest in company (Schaefer,
Terlutter, & Diehl, 2020), (Schneider, 2020), (Morsing & Spence, 2019), (Vishwanathan,
van Qosterhout, Heugens, Duran, & van Essen, 2020), (Z. Wang, Hsieh, & Sarkis, 2018).
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The Relationship Between gorporate Social Responsibility (CSR) And Return On
Assets [ROA)

CSR activities can provide many benefits, such as it can improve the image and
attracjeness of the company in the eyes of investors and sales financial analysts, and can
show brand positioning, and can increase sales and market share. This CSR disclosure is
closely related to the image that the company wants to show in the eyes of the public or
consumers. The assumption is that consumers will prefer to consume products produced by
companies that have a good image. A good image is obtained from the company's high level
of concern for the community. Several studies that discuss the relationship between CSR
and ROA are: Kurnianingsih (2013); McWilliams, Siegel, & Wright (20006); Carroll &
Shabana (2010); Hashemijoo, Mahdavi Ardekani, & Younesi (2012). Based on the theory and
empirical studies that have been carried out by several researchers, the hypothesis in this study is H1:
CSR has an influence on ROA.

?he Relationship Between Corporate Social Responsibility (CSR) And Stock RetfEh
Many aspects can be used to assess the company's performance, one of which is the

disclosure of corporate social responsibility activities. CSR should not be underestimated.

In addition, CSR activities also provide many benefits for the company. By implementing




CSR, the company will gain social legitimacy and maximize the power of its profits in the
long term (Hariyanti, 2014). If this CSR activity is disclosed, then the company is able to
use the information as a tool to increase profits and to get a positive response from
stakeholders and market participants. This response is reflected in the movement of stock
prices and changes in trading volume (Hariyanti, 2014). If this information is disclosed to
the public, it is predicted to be able to affect trading on the stock exchange and related stocks.
Investors usually carry out trading activities in the capital market-based in part on the latest
information entering the market received from each issuer whose shares are listed on the
stock exchange (Hariyanti, 2014). However, if the company ignores social responsibility,
there is a high possibility that the company will have a negative impact such as a bad image
not only in the eyes of stakeholders but alsoffihareholders. This impact can disrupt the
company's financial performance and result in a decrease in stock prices, due to the loss of
investor confidence due to the bad image created by the company (Sugiyanto, 2011). This
should be a consideration for the company to pay attention to other interests outside the
interests of stockholders. This thought is in line with that expressed by Sugiyanto (2011)
regarding stakeholder theory which explains that companies are not only responsible to
stockholders but also to stakeholders. If the company tries to give a good response to the
interests of stakeholders, this will also have an impact on the appreciation of shareholders.
Based on the theory and empirical@hdies that have been carried out by several researchers, the
hypothesis in this study is H2: CSR has an influence on Stock Return.
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The Relationship Between gatum On Assets (ROA) And Stock Return
This ratio relates the net income obtained from tlf§ company's operations with the

amount of investment or assets used to generate operating profits. The higher the level of the

pany's financial profitability, the stronger the company's ability to earn profits so that
the higher the level of investor confidence which affects the high demand for the company's
shares in the capital market which directly affects the high stock returns. Several studies that
discuss the relationship between ROA on stock returns are Mentari (2012); Qomariah
(2015); De Klerk, de Villiers, & van Staden (2015); Riswari & Cahyonowati (2012). Based
on the theory and empirical studies that have been carried out by several researchers, the hypothesis
in this study is H3: ROA has an influence on stock return.

%e Rjationship Between Corporate Social Responsibility (CSR) And Stock Return
With Return On Assets (ROA) Mediation

CSR is one of the effective methods to form and increase the emotional brand value,
knowledge, and md@@ry of consumers about the company. Companies that carry out CSR
activities will have better financial performance in the future (M@3va & Ortas, 2010). This
is following research Stanwick & Sarah (1998) who found that CSR that has been carried
out by the company can affect firm performance, because companies that carry out CSR
have a good brand image in the eyes of the community, and will have an impact on increasing
company sales (Bernadette, Muralidhar, Brown, Janney, & Paul, 2001) which will have an
impact on improving firm performance (M. Wang, Qiu, & Kong, 2011). Separately, other
studies show that firm@§rformance also affects the company's stock return. The increased
firm performance will have an impact on increasing the company's stock return (Nuryaman,
2015). When investors see a firm's performance that is better than its competitors, investors
will invest in the company so that it can increase the stock price followed by an increase in
stock returns. In addition, stock returns are a current reflection of investors' assessments of
the company's earnings in the future, using the company's firm performance contained in the
financial statement. Based on the theory and empirical studies that have been carried out by




several researchers, the hypothesis in this study is H4: CSR influences Stock Return with
ROA mediation

METHODOLOGY

The population used in this study are manufffuring companies listed on the
Indonesia Stock Exchange as many as 169 companies. Of the 169 companies listed on the
Indonedgd Stock Exchange, 39 companies were delisted during 2020 and 45 companies that
did not have complete data on the required research variables, so that the number of sample
companies used was 85 companies. The sample in tigfstudy is a manufacturing company
that publishes quarterly financial reports due to the impact of the CovidgJP pandemic on
financial performance and corporate social responsibility reporting so that it will affect stock
returns. The variable of corporate social responsiliifity is measured by the dummy variable
divided by the number of items for the company. Financial performance is measured using
return on assets, because the company's profitability assessment seen with assets is more
comprehensive. Stock retufff are measured based on the total return calculation, where the
total return only hpares stock returns for the current period with stock returns before the
previous period. The data analysis technique used in this research is Structural Equation
EZhdeling (SEM) analysis. Data management in this study will use PLS smart software.
Structural Equation Modeling (SEM) is a method used to cover the weaknesses found in the
regression method (Ghozali, 2016).

RESULT AND DISCUSSION
Descriptive Statistics Results
After analyzing the data to the 85 research data, the next step was to process the
descriptive stffjtical data of the research variables. The results of descriptive statistical data
processing of research variables are shown in Table 1 below:
Table 1. Descriptive Statistics Results

Remark CSR ROA Stock Return
min 0,10989 0010270135 -04922
max 0,373626 0,22730679 04946
mean 0,179253282 0075782535 0,068314118
std dev 0,049023932 0050506972 0,217371309

The CSR variable shows a mean of 0.1792. The lowest value of the CSR variable is
0.1098 and the highest value is 0.3736. The standard deviation is 0.0571. The ROA variable
shows a mean of 0.0757. The lowest value of the ROA variable is 0.0102 and the highest
value is 0.2273. The standard deviation is 0.0536. The stock return variable shows a mean
of 0.0505. The lowest value of the Stock Return variable is -0.4922 and the highest value is
0.4946. The standard deviation is 0.2173. Of the three variables, it shows that the standard
deviation value is closer to the mean and the smaller the size of the data distribution.

Partial Least Square SmartPLS 6.0 Results

Based on the data processing that has been done, the results can be used to answer
the hypothesis in this study. Hypothesis testing in this study was carried out by looking at
the T-Statistics value and the P-Values value. The research hypothesis can be stated as
accepted if the P-Values value <0.05. The following are the results of hypothesis testing
obtained in this study through the inner model:
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Figure 1. Test Model
From the reElts of the research hypothesis testing model using SmartPLS 6.0 as
shown above, then it can be seen that the direct effect or indirect effect of the relationship
between the variables.

Result of Ingfk-variable Influence Testing
The reg@gs of testing the direct effect of the relationship between variables using
SmartPLS 6.0 can be seen in the following table:
Table 2. Influence Between Variables

Variable Path Coefficients P-value Result
CSR -ROA -0.089 0000  Significant
CSR - Stock Return 0.180 0.000 Significant
ROA — Stock Return 0.149 0.000 Significant

Based on testing the direct effect of Figure 1 and Table 2 above, it can be seen that:
1) The path coefficients value of CSR to ROA is B = -0.089 which is negative. The p-value
of 0.000 is significant because the p-value is less than 0.05. So that based on the calculated
value of path coefficients and p-values on the influence relationship between variables, CSR
affects ROA. 2) The path coefficients value of CSR on Stock Returns is f = 0.180 which is
positive. The p-value of 0.000 is significant because the p-value is less than 0.05. So that
based on the calculated value of path coefficients and p-values on the influence relationship
between variables, CSR affects Stock Returns. 3) The path coefficients of ROA on Stock
Returns are p = 0.149 which is positive. The p-value of 0.000 is significant because the p-
value is less than 0.05. So that based on the calculated value of path coefficients and p-values
on the influence relationship between variables, ROA affects Stock Returns.

PISCUSSION
The Effect of Corporate Social Responsibility on Return On Assets

The results of testing the research hypothesis using Smaf3L.S show that CSR harms
ROA by looking at the significance level of 0.000. This means that the higher the CSR, the
lower the ROA. Based on the results of descriptive statistics, it shows that the lowest CSR




value at Pelangi Indah Canindo Tbk in 2020 is 0.10989. The low CSR disclosure carried out
by Pelangi Indah Canindo Tbk in 2020 was due to a decrease in company profits from main
activities in metal processing such as drums, steel, tanks, etc. during the Covid 19 Pandemic.
The decline in Pelangi Indah Canindo Tbk's profit in 2020 caused management to minimize
especially in CSR disclosure activities because this activity is considered to only reduce the
company's profitability during the Covid 19 Pandemic. Meanwhile, the highest ROA value
in Japfa Comfeed Indonesia Tbk in 2020 is 0.3736. The food and beverage sub-sector
company has become a rule model for other sub-sector companies because it is considered
to maintain consistency amidst the economic turmoil in the Covid 19 Era. Japfa Comfeed
Indonesia Tbk in 2020 can seize opportunities so that environmental disclosure activities
continue to run to get goodwill from stakeholders. Research (Nasiri et al., 2020) suggests
that CSR affects ROA. Besides, research (Mokni, 2020) also shows that CSR affects ROA.
34
T.he Effect of Corporate Social Responsibility on Stock Return
The results of testing the research hypothesis using SmartPLS show that CSghas a

positive effect on ROA by looking at the significance lev@@i3of 0.000. This means that the
higher the CSR, the higher the Stock Return. Based on the results of descriptive statistics, it
shows that the lowest value of Stock Return at Pan Brothers Tbk in 2020 is -0.4922. The
garment and textile industry was hit hard by the Covid 19 pandemic because people prioritize
food needs over clothing needs. New Normal is an idea to behave in compliance with health
protocols to reduce the volatility of decline in profits and be able to carry out CSR activities

an Brothers Tbk Company in 2020. Meanwhile, theffiighest value of Stock Return in the
Steel Pipe Industry of Indonesia Tbk in 2020 is 0.4946. Steel Pipe Industry of Indonesia Tbk
is the largest pipe producer in Indonesia so that the company's momentum after the
vaccination activity shows that all economic lines are running better, especially in the
construction sector. Research (Torre et al., 2020) states that (ﬁ affects Stock returns.
Besides, research (Kim et al., 2018) also shows that CSR affects Stock Returns.

The Effect of Return On Assets On Stock Return
The results of testing the research hypothesis using SmartPLS show that ROA has a
positive effect on Stock Return by looking at the significance level of 0.000. This means that
the higher the ROA, it will increase the Stock Return. Based on the results of descriptive
statistics, it shows that the lowest ROA value at Multi Bintang Indonesia Tbk in 2020 is
0.0102. The official beverage sector companies experienced a significant change in turnover
due to the emergence of the Covid 19 pandemic which resulted in restrictions on activities
(social distancing) so that there were not many party activities held. The decline in sales
turnover of Bintang Indonesia Tbk in 2020 illustrates the condition of the company getting
a bad assessment for investors so that stock returns have decreased. While the highest ROA
value was at Akasha Wira International Tbk in 2020, amounting to 0.2273. The transition to
a healthier community lifestyle is certainly an advantage for Akasha Wira International Thk
in 2020 because the company produces bottled mineral water. The higher Akasha Wira
International Tbk's profit in 2020, is directly proportional to the share returns obtained by
the stakeholders. Research (Z. Wang et al., 2018) stated that ROA affects Stock returns.
Besides, research (Merina & Noviardy, 2015) also shows that ROA affects Stock Returns.

Return Qo Assets in Mediating The Effect of CSR on Stock Return

The results of testing the research hypoth@#ls using SmartPLS show that ROA can
mediate the effect of CSR on Stock Returngglhis means that the higher the ROA, the higher
the allocation in CSR disclosure so that this signal is captured by investors as a good
company activity and has a positive impact on Stock Returns. The food and beverage sub-




sector compan@jave good accuracy in its survival strategy in a weak world economy. The
consistency of companies in the food and beverage sub-sector is due to the increasing needs
of the community in this sector during the Covid 19 Pandemic.

CONCEWSSION

Based on the research results, it shows that the company's activities have not been
maximized after the efforts made by the government in reducing Covid 19. This can be seen
from the decline in the value of the CSR, ROA, and Stock Return variables. The results
showed that there was a negative influence between CSR on ROA. Where investors see the
company's ability to allocate CSR disclosure costs will only reduce company profits.
Furthermore, the results show that CSR influences Stock returns. Stakeholder sees the role
of companies that are consistent in disclosing CSR so that it is fbven to be a reflection of
the company's good future. Then the reseafh results also show a positive effect of ROA on
Stock returns. Investors' assessment of the company's ability to generate profits in the Covid
19 Era resulted in an increased value of Stock Returns. ROA can mediate the effect of CSR
on Stock Returns. This means that the higher the ROA will increase the cost of activiffZg] in
CSR disclosure so that the signal as a benchmark for investors as company activity has a
positive impact on the stock returns of stakeholders.
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