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Abstract. This study aimed to investigate the effect of economic value
added and profitability on created shareholders value Fernandez model and
market value added model in manufacturing companies listed on the
Indonesia Stock Exchange period year 2013 to 2018. The samples are fifty
Manufacturing companies enterprises listed on the IDX period year 2013
to 2018. Methods of data analysis was performed using panel data
regression with pooled OLS model. The results of this analysis showed
profitability have a significant effect on created shareholders value
Fernandez model and market value added model in manufacturing
companies listed on the IDX period 2013 to 2018.
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1 Introduction
Uncertainty drives individuals to prepare for their future. Investment is one way to prepare
for the financial future. Investment is defined as the commitment of current financial
resources in order to achieve higher gains in the future [1]. Benefits obtained by investing
in the future, for example, to prepare for retirement, to prepare children's education funds,
to start a business, and can be used in an emergency [2]. According to the Indonesia
Investment Coordinating Board, the realization of Indonesia's investments in 2012 to 2017
was respectively IDR 313 × 1012, IDR 399 × 1012, IDR 463 × 1012, IDR 545 × 1012, IDR
613 × 1012 and IDR 678 × 1012 [3]. From these data, it can be seen that investment activities
in Indonesia have increased every year. In addition, the Indonesia Stock Exchange (BEI)
stated that as many as 30 % of new investors in 2016 were from students. This makes the
IDX continue to hold an investment gallery program [4]. The Indonesia Stock Exchange
(IDX) as the manager of securities sales in Indonesia continues to make efforts to increase
public investment in the capital market. One of them is by changing the unit of stock
purchase, which is usually a minimum purchase of 1 lot is 500 shares now become only 100
shares [5].
Socialization and education programs regarding investing in the capital market also
continue to be carried out, especially to academics on campus. Students are of particular
concern in the IDX capital market education program, because students are a generation
group that is considered capable of developing the capital market industry, with this
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socialization and education event, students are expected to be able to become investors in
the capital market and disseminate information about these investment instruments to the
community [6]. To attract investors among students, parties from the IDX have also opened
investment galleries in 107 campuses throughout Indonesia [7]. IDX has also hooked more
than 5 000 new investors with the "Let's Save Stock" program. Students from several
universities participating in the program have regularly bought shares in accordance with
the program, so that the number of investors among students is fairly large [8].
Investment is something that must be considered by a student, because the funds
invested will increase over time, investment also helps students to meet short-term and
long-term goals [9]. In addition, students can invest easily and cheaply, the student can
open a stock account just only spending one hundred thousand rupiahs. This can increase
the interest of students, especially students with a concentration in financial management
because financial management students have knowledge about investment through financial
courses that are followed such as capital markets and investment management and
portfolios. In addition, financial management students have been equipped with the ability
to invest by simulating stock trading. Research conducted by Candiasa et al., [10], states
that students who have financial knowledge understand better in seeing the benefits and
risks in investment decisions.
In making investment decisions, many factors are considered by investors. According to
Heshmat [11], stock investment decisions are influenced by several factors, namely
demographic factors, risk tolerance, objective factors, information source factors, market
factors, company factors, and stock fundamental factors. The first factor is the demographic
factor. Demographic factors in this study use gender, age, and income. In addition, Geetha
and Vimala [12] research stated that high income could influence someone in investing,
where individuals who have high income are more willing to invest in high-risk
investments with the hope of getting high returns as well. In the demographic factors in this
study do not use education because the object under study is a student of financial
management who took a bachelor degree, so that their investment abilities and knowledge
are considered at the same level.
The second factor is the risk tolerance factor. Risk tolerance affects investment decision
making because it can categorize investors who have different risk tolerance. Rational
investors certainly expect certain returns with smaller levels of risk or expect high returns
with certain risks. Which investment is chosen and the amount of funds invested is strongly
influenced by investor tolerance for risk (risk tolerance), namely the attitude to the risk to
be faced, whether investors like risk (risk seekers), avoiding risk (risk averter), or ignoring
risk (risk indifference) Bailey and Kinerson [13] found that risk tolerance is a very strong
predictor in investment decision making.
The third factor is the objective factor that has an influence on investment decisions. An
objective factor is something that an investor wants to achieve in his investment [14]. The
objective factor looks at the interests of investors in investing whether the investor wants to
increase his wealth, maintain liquidity, or to minimize risk by diversifying. Research
conducted by Manley and Glissmann [15] shows that objective factors influence stock
investment, one of which is the presence of dividends. Basically, investment is a way to
create and increase the value of wealth [16]. By considering the appropriate level of risk,
the investor has the opportunity to get a higher long-term return. However, the existence of
risk can also reduce the value of investment. In addition, Kapoor [17] also stated that
capital gains and capital appreciation are important in investing. The fourth factor is the
source of information. According to Chong et al., [18], investment decisions usually depend
on the source of information sought and collected by investors.
The fifth factor is the market factor that influences investment decision making. Perera and
Kulendran [19] said that market volatility has a great potential to affect stock performance
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because with fluctuating market conditions can cause stock prices to rise or fall so this can
be a consideration for investors in investing in stocks. Market factors are also an indicator
to look at performance by looking at all stocks or looking at stocks specifically because it
can give signals to investors about future stock movements so that investors can see the
development of investments to be taken.
The sixth factor is the company factor. Companies with good performance will attract more
investors to invest in the company compared to companies that perform poorly. Companies
with poor performance will make investors fear the risks they will bear in the future. The
last factor is the stock fundamental factor Sharma and Sharma [20] show that investors
value a company based on fundamental analysis. In addition, according to Albadvi et al.,
[21] fundamental analysis includes audit reports, financial statements, management
expertise, and stock returns. The high stock returns given by the company, then investors
will be interested in investing in these shares.
This study uses a population of financial management students in Surabaya, Indonesia.
The chosen universities are Petra Christian University with 308 people, Surabaya
University with 92 people, Widya Mandala Catholic University with 54 people, and
Perbanas STIE with 134 people. The sample selection from the four universities because
the university is a leading private university in Surabaya, has almost the same economic
standards and has a financial management program. The sample of this study is active
financial management students who have taken tertiary education at Petra Christian
University, Surabaya University, Widya Mandala University, and STIE Perbanas and took
semester four or more because the average tertiary institution entering a concentration in
finance starts from the fourth semester.
Based on a pre-survey conducted on financial management students in Surabaya, from
80 students there were 39.1 % of students who chose short-term capital gains as an
objective factor in investing in shares. From the information source factor, 47.8 % of
students choose the internet as a source of information in investing in shares. On market
factors, 65.2% of students look at the stock market performance in choosing investments.
Meanwhile, on the company's factor as many as 47.4 % of students see the company's
reputation in choosing shares. For stock fundamental factors, 52.6 % of students look at the
price per share in investing in shares.
In addition, the selection of students in Surabaya because East Java is the third highest
ranked province with 34 investors from 34 provinces in Indonesia after West Java with 144
766 investors. Of this number around 34 514 investors reside in Surabaya or the largest in
the province of East Java where 49 % are local investors and the rest are foreign investors.
As many as 30 % of local investors are investors with an age group between 17 yr to 30 yr
[22].

2

Literature review

These investments are generally found in the banking world and also in the money market,
which in Indonesia is known as the Indonesia Stock Exchange. According to [23], financial
instruments traded in the Indonesian Capital Market includes stocks, bonds, mutual funds,
exchange traded fund (ETF), and derivatives. In making investment decisions, many factors
are considered by investors. According to IDX [11], stock investment decisions are
influenced by several factors, namely demographic factors, risk tolerance, objective factors,
information source factors, market factors, company factors, and stock fundamental factors.
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2.1 Demographics
The influence of investor demographics needs to be considered, because in investment
decision making, investors often involve more than one individual. Individuals who have a
variety of different knowledge, expertise, and experience can be involved throughout the
investment process, from planning, monitoring, to coordinating investment plans. Some
demographic variables in this study include: age, income and gender. Based on [24],
income is any additional economic capability received or obtained which is used for
consumption or adding wealth. Investors are not only occupied by men, but women as well.
In general, men are more overconfident than women. Therefore, men are more willing to
take risks than women, in other words the behavior of male financiers tends to be risk
seekers while the behavior of female financiers tends to be risk averter.
2.2 Risk tolerance
Risk tolerance is an acceptable level of ability to take an investment risk. Every investor
has a difference in tolerance level. According to Abdul [25], when it is associated with
investor preferences for risk, investors are divided into three, first is investors who like risk
(risk seekers), meaning that investors who are faced with two investment choices that
provide the same return with different risks, then investors will take higher risks. Usually
this type of investor is aggressive and speculative in making investment decisions because
they know that the relationship of return and risk is positive. The second type is risk neutral
investors, meaning investors who will ask for the same increase in return for each increase
in risk. This type of investor is generally quite flexible and prudent in making investment
decisions. Third is investors who do not like risk or avoid risk (risk averter), meaning that
investors who are faced with two investment choices that provide the same return with
different risks, then he will prefer to take investments with lower risk.
2.3 Objectives
Objectives in investment are something that is expected and achieved by investors [14].
Investments in the capital market can be done by investors for three basic objectives,
namely maximizing wealth, maintaining liquidity, and minimizing risk. In this study, stock
objectives have four indicators namely short-term capital gains, long-term capital
appreciation, dividends, and minimizing risk [11]. The first indicator is the short-term
capital gains which are the benefits obtained when stock prices increase. This advantage
can be realized when investors sell their shares [26]. The third indicator is dividend which
is the payment received as a result of investment from shares. This payment is made to
shareholders according to the schedule set by the company [26]. The last indicator is
diversification that can minimizing risk.
2.4 Information sources
Mirshekary and Saudagarah [27] examine how investors use information contained in
financial statements and examine the importance of various sources of information in
making investment decisions. Based on research conducted, information from financial
statements is the most influential source of information in investment decisions and then
recommendations from friends, financial consultants, and others. Akhtar, Hunjra, and
Rehman [28] revealed that the flow of information such as decisions made by the
government, news in the media, and so on caused share prices to rise or fall. Due to the
behavior of the stock market and new information, stock investors will make a decision for
their investment. There are five indicators that support information source factors, namely
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the recommendation of family and friends, recommendations of financial consultants,
magazines or newspapers, annual reports, and computers or the internet [11].
2.5 Market
There are two indicators that support market factors, namely the performance of the stock
market and the performance of other markets such as the money market, the gold market,
and others. Market conditions are a reflection of investors' expectations of future economic
conditions. The movement of stock prices and indices is what will give an idea of stock
trends, sectors and the economy as a whole [11].
2.6 Firm
There are two indicators that support firm variables, namely firm size and firm reputation.
Firm size is a reflection of market capitalization, book value and corporate profits [11]. The
basis for company measurement is that large scale companies have a market value of more
than IDR 5 × 1012, medium companies that have a stock value of between IDR 1 × 1012 to
IDR 5 × 1012, and small companies have a stock value of less than IDR 1 × 1012 [29].
Meanwhile, the firm's reputation is an evaluation of the overall stakeholders of the
company from time to time.
2.7 Fundamental
Fundamental analysis is an analysis based on the intrinsic value of a security or value that
can be estimated by investors. This value is a variable that underlies a company. Research
conducted by Geetha and Vimala [11] uses seven indicators in fundamentals, namely share
price per share, earnings per share (EPS), which is the amount of earnings per share
outstanding from company stock, price earning ratio (P / E), which is the ratio of market
price per share to net income per share, dividend payout ratio, which is the ratio that shows
the percentage of each profit earned and distributed to shareholders in cash, debt to equity
ratio, the ratio used to measure the level of debt use to the total shareholder's equity owned
by the company, return on equity (ROE), the profit received by the company from the
results of investments made by investors, and stock price volatility from the previous
period. This is considered a rational attitude towards investors.
Gender
Age
Income
Risk Tolerance
Stock Investment
Decisions

Objectives
Information Sources
Market
Firm
Fundamental
Figure 1. Theoritical framework
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Research methods

The research data was obtained through a questionnaire with a purposive sampling
technique. Criteria for respondents used financial management active students who took
semester four or more, and active financial management students who took tertiary
education in Surabaya. This research was conducted on 238 financial management students
in Surabaya. Sample data will be processed using SPSS.

4

Analysis and discussion

Each indicator of this research variable has a validity < 0.05 so that it can be declared valid.
In addition, the variables used are reliable because they have a critical value> 0.06. In
addition, the R-Square in this study amounted to 0.381. This value indicates that stock
investment decisions can be explained by factors of gender, income, age, risk tolerance,
objective factors, information source factors, market factors, company factors, and
fundamental factors by 38.1 %, while the remaining 61.9 % are influenced by other factors.
The hypothesis is accepted if the significance < 0.05. Based on Table 2 it can be seen
that gender, income, risk tolerance, objective factors, information source factors, company
factors, and fundamental factors significantly influence stock investment decisions.
Meanwhile, age and market factors do not significantly influence stock investment
decisions.
Table 1. Hypothesis Testing Results
Variable
GE→ SID
AG→ SID
IC→ SID
RT→ SID
OB→ SID
IS→ SID
MK→ SID
FI→ SID
FUN→ SID

t-statistic svalue
0.002
0.495
0.032
0.003
0.000
0.016
0.077
0.002
0.34

4.1 The effect of demographic factors on stock investment decisions
Gender has a significant effect on stock investment, it can be seen that students who have
more stock investment are 94 male students and 62 female students. The small number of
women in stock investments is because women are more careful so they tend to avoid
investments that have a high degree of uncertainty.
Income has a significant effect on stock investment decisions, which means that
investors will increase purchases of shares in line with increasing income. In this study, in
general it can be seen that the number of students who have stock investments increases
with increasing income so that students with large incomes will be braver to invest in stock
investments with the hope of getting high returns. It can be seen that students with income
< IDR 1 500 000, there are 36 people who invest in shares, income between IDR 1 500 001
– IDR 2 500 000, there are 46 people who invest in shares, income between IDR 2 500 001
– IDR 3 500 000 there are 36 people who invest shares, and income > IDR 3 500 000 there
are 38 people who invest in shares.
Age does not have a significant effect on stock investment decisions because
respondents in this study have an age range close to the age range between 18 yr to 22 yr so
that there are no gaps in age, thought or behavior. Almost equal age does not have a
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significant impact on stock investment decisions. This shows that students aged 18 yr to
22 yr have the same considerations in making investment decisions. They use the
information and knowledge they have when making investments and also they will be more
selective and be careful about the risks and returns they get.
4.2 The effect of risk tolerance on stock investment decisions
Risk tolerance has a significant effect on stock investment decisions. This is the same as the
results studied by Bailey and Kinerson [13]. Conservative investors prefer to invest in blue
chip stocks because they can have high liquidity, although this stock may one day go down
but it will definitely go up again [30]. In addition, neutral investors can choose to invest in
blue chip stocks and second layer shares. Finally, aggressive investors are braver with
shares with a small capitalization market because they can provide large growth and large
profits, even though they also have a large risk.
From the results of this study it can be seen that many conservative respondents have a
stock investment. This is because respondents from the research are still categorized as
students so they can be referred to as novice investors. In addition, this conservative student
will choose to invest in stocks with large market capitalization such as blue chip stocks
because of the stable price movement of shares and good fundamentals.
4.3 The effect of objectives on stock investment decisions
The objective factor in investing is the investor's goal which refers to what the investor
wants to achieve with his investment. In this study, objective factors significantly influence
stock investment decisions. The indicators contained in this study are short-term capital
gains, long-term capital appreciation, dividends, and risk minimization. A significant
indicator in the objective factor is the long-term capital appreciation indicator. Long-term
capital appreciation is the goal of investors who invest in the long term so that the students
in this study who are mostly conservative invest with a long-term orientation so that
students are more concerned with the benefits received in the future rather than getting
profits in the short term. It can be concluded that the purpose of students investing to be
used as funds in the future for example for children's education costs, pensions, and others.
Students who are concerned with long-term capital appreciation in their objective
investment factors do not need to worry about stock fluctuations that occur every day
because the increase in value of the shares occurs passively and gradually, but in addition
students must continue to pay attention to company fundamentals that can affect long-term
growth in investment.
4.4 The effect of information sources on stock investment decisions
Information sources significantly influence stock investment decisions so that in this
research in making stock investment decisions students will look for information about the
selected stocks from various sources before making investment decisions. The indicators in
this study are recommendations from family and friends, recommendations from financial
consultants, financial statements of companies, and information from the internet. A
significant indicator in terms of information sources is the company's financial statements.
Students in this study see the financial statements as a source of information in stock
investments because the company's financial statements can be used as a source to see how
the performance of a company. For investors and potential investors, financial statements
can make them sure or not to invest in the company. This is because the information in the
financial statements can provide an analysis of how companies will develop funds from
these investments to then be able to provide benefits for investors.
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4.5 The effect of market on stock investment decisions
In this study, it was found that the market did not significantly influence stock investment
decision making. The indicators in this study are stock market conditions and other market
conditions (money market, gold market, etc.). Student investors in this study did not pay
attention to the condition of the stock market or other markets in investing in shares due to
speculative market conditions so that investors are more careful in investing and do not
follow market conditions but pay more attention to corporate fundamentals. In addition, in
investing students do not use perceptions and predictions on market conditions, but students
look more at information from data contained in the company's financial statements.
4.6 The effect of firm on stock investment decisions
The firm has a significant influence on stock investment decisions. The indicators in this
study are company size and company reputation. The indicator which influences company
factor is company size. Small-sized companies are less profitable compared to large
companies because small companies only have supporting factors and production with a
limited amount so that they have a greater risk than large companies. Student investors in
this study looked at the size of the company in choosing investment because the large size
of the company showed that the company was developing so that the value of the company
would increase and this large company also had a small level of risk. Students in this study
also have a conservative risk tolerance so that they choose shares in terms of the company
because shares from large companies are relatively safer than small companies and have
stable growth and good fundamentals.
4.7 The effect of fundamental factors on stock investment decisions
Fundamental influences significantly on stock investment decisions so in this study
students conduct fundamental analysis before making decisions in stock investing.
Fundamental analysis in stock investment has a strong foundation that is of intrinsic value
that can be determined through an analysis of the condition of the company at present and
in the future. Intrinsic value can also provide information to respondents about the profit
(return) that will be generated on the stock. Fundamental analysis is also one of the easiest
ways to value a company. The main objective in fundamental analysis is to see the value of
the company at this time.
The indicators in this study are share price, earnings per share, price-earnings ratio,
dividend payout ratio, debt to equity ratio, return on equity, and stock price volatility in the
previous period. A significant indicator in fundamental factors is the price of shares per
sheet. In this study shows that the share price per share has an influence in stock investment
because most students have limited funds and the economic level of students who are
studying in college must be different. There are students who are less able, students who
live abroad and have to bear their own lives so that the stock price for students is something
that needs to be considered in investing in shares. A low stock price also has a positive
effect on the company because it can attract investors to invest because when the price of a
stock is low the investor will invest in the stock and can sell it back when the price rises.

5

Conclusions

Based on the results of the analysis and discussion, the conclusions of this study are gender,
income, risk tolerance, objective factors, information source factors, company factors, and
fundamental factors that significantly influence stock investment decisions. Meanwhile, age
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and market factors do not significantly influence stock investment decisions. Further
research can use other variables such as financial literacy, financial behavior, financial
knowledge, and experience. For students, in order to consider the factors needed before
investing in shares.
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