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Abstract

This study evaluates the simultaneous effect of accounting earnings and company size on abnormal stock returns
in manufacturing companies in the food and beverage sub-sector listed on the Indonesia Stock Exchange. The
hypothesis tested is that accounting earnings have a positive influence on abnormal returns, while company size
also has a positive influence on abnormal returns. This study uses a quantitative approach with multiple linear
regression analysis to evaluate data from 41 companies selected using purposive sampling. The data used
includes financial statements for 2018-2022, with the main variables being accounting earnings, company size,
and abnormal return. The research findings show that accounting earnings has a negative and significant effect
on abnormal returns, while company size has a positive and significant impact. This indicates that companies
with higher net income tend to have lower abnormal returns, while companies with larger sizes have higher
abnormal returns. Discussion of the results suggests that investors may view high accounting earnings
skeptically, while firm size provides a positive signal of stability and operational capacity. The implications of
this study include the importance of corporate managers considering how accounting earnings and firm size
simultaneously affect stock performance in strategic decision-making. In addition, this research opens up
opportunities for further studies that examine the interaction of other financial variables on abnormal returns.
Future studies are recommended to use longitudinal data and qualitative approaches to deepen the understanding
of the dynamics of stock performance.
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Introduction

The stock market is more than just numbers and charts; the economy's pulse indicates
the country's vitality and financial health. In Indonesia, the manufacturing sector, particularly
food and beverages, stands firmly as a pillar of the economy, contributing significantly to the
Gross Domestic Product (GDP) and fulfilling national consumption needs. The sector drives
the domestic economy and has significant export potential, strengthening Indonesia's position
in the global market. However, despite the importance of this sector, the challenges in
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analyzing stock performance, especially abnormal returns, are becoming increasingly
complex. Fluctuations in accounting earnings and variations in company size create layers of
complexity that affect abnormal stock returns. Accounting earnings, as a reflection of a
company's financial performance, is often affected by various internal factors, such as
management policies, and external ones, such as market conditions. On the other hand, firm
size, which describes the scale of its operations and capacity, significantly influences investor
perceptions and stock performance. Many previous studies have ignored the simultaneous
interaction between accounting earnings and firm size. Most studies have only analyzed these
variables separately, so there has yet to be a holistic understanding of how these variables
affect abnormal stock returns simultaneously. This critical gap needs to be addressed to
provide a more complete picture of the financial dynamics in the food and beverage sub-
sector.

To understand the dynamics of stock returns, various studies have identified factors
influencing stock performance, particularly in the food and beverage sub-sector. For example,
research conducted by Ajizah and Biduri (2021) highlighted the significant influence of firm
size, sales growth, profitability, and leverage on stock returns. Ajizah found that companies
with larger sizes and strong sales growth show higher stock returns. The study also
emphasizes the importance of profitability and leverage as determinants of stock performance.
This study adds important insights into how these financial variables can affect stock returns
in the context of the food and beverage manufacturing industry. Complementing these
findings, Isendi et al. (2023) identified that debt-to-equity ratio, accounting earnings, and
return on assets (ROA) significantly influence stock return variability. Isendi emphasized that
accounting earnings, as an indicator of company performance, directly impacts investor
perceptions and stock returns. This study reinforces that fundamental financial indicators are
essential in determining stock performance. On the other hand, Athukorala and Patunru (2022)
also showed that profitability and firm size play a crucial role in stock returns. However, they
noted that earnings per share (EPS) and market valuation have no significant influence. These
findings suggest that while EPS and market valuation are important indicators, they do not
directly influence stock returns in the food and beverage sub-sector. Although these studies
provide valuable insights, they have limitations. Many studies only explore one variable at a
time, thus not considering the simultaneous interaction between the variables. For example,
Ajizah and Biduri (2021) focus on firm size and sales growth without exploring how these
factors interact with accounting earnings. Similarly, Isendi et al. (2023) and Chandra and
Darmayanti (2022) do not examine how firm size can modulate the effect of accounting
earnings on abnormal returns. These limitations suggest that although individual financial
variables are essential, understanding their interactions could be improved, creating a need for
more integrated research.

A significant gap in the current literature is the need to understand the simultaneous
effect of accounting earnings and firm size on abnormal stock returns. Most existing studies,
such as those conducted by Ajizah & Biduri (2021) and Isendi et al. (2023), have focused on
the separate analysis of these variables. This creates a gap in the literature as the individual
effects of accounting earnings and firm size must provide a complete picture of how these
variables interact to affect stock performance. For example, accounting earnings may indicate
financial performance, but its effect on abnormal returns is influenced by firm size. Similarly,
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firm size can influence market perceptions of a firm's stability and prospects, but this effect is
influenced by how well the firm generates accounting earnings. This study underscores the
importance of earnings and firm size in determining stock performance. However, the study
also notes that understanding the interaction between these variables is still needed to provide
a more holistic picture. This study seeks to fill that gap by exploring how accounting earnings
and firm size simultaneously affect abnormal stock returns. As such, this study offers a more
integrated and contextualized approach to understanding the dynamics of stock performance
in the food and beverage sub-sector.

The main objective of this study is to evaluate the simultaneous effect of accounting
earnings and company size on abnormal stock returns in manufacturing companies in the food
and beverage sub-sector listed on the Indonesia Stock Exchange. The research questions in
focus are: First, what is the effect of accounting earnings on abnormal stock returns in this
sub-sector? Second, how does company size affect abnormal stock returns in the same sub-
sector? This research will provide a deeper understanding of the financial dynamics
influencing stock performance in this vital sector by answering these questions. The novelty
of this study lies in its integrative approach that examines the simultaneous influence of
accounting earnings and firm size, something that has yet to be thoroughly explored in
previous literature. Using a methodological approach that combines quantitative analysis and
multivariate regression, this research seeks to capture the complexity of interactions between
key financial variables. This method allows for a richer and more in-depth analysis of how
accounting earnings and firm size affect abnormal returns, offering a new analytical
framework that can be adapted for other sectors. The contribution of this research lies not only
in the enrichment of existing literature but also in the development of analytical tools that can
be used to understand the dynamics of stock performance in various industry contexts. As
such, this research becomes an essential reference for academics and practitioners interested
in a more integrated and in-depth stock performance analysis. It is a foundation for follow-up
studies that can adapt these findings for different sectors and market conditions. This research
emphasizes that examining the complex interactions between various financial variables is
essential to understanding stock performance, not just in isolation fully.

Literature Review

Accounting earnings and Stock Performance

Accounting earnings have been widely recognized as a critical indicator of a company's
financial performance. As a representative of net income after expenses, accounting earnings
provides crucial insight into a company's ability to generate profits and maintain its operations.
According to Mauliyah (2022), Accounting earnings is an essential source of information in
business development, showing a positive correlation with abnormal business returns. This
confirms that accounting earnings reflects a company's financial health and potential to create
value for shareholders, making it one of the key performance metrics used by analysts and
investors to assess a company's ability to create sustainable profits. (Moskalenko & Smagina,
2023; Puspitawati & Fitrios, 2023). The theoretical relationship between accounting earnings
and abnormal returns is based on the premise that companies that report higher accounting
earnings tend to show better stock performance. Abnormal returns, calculated as the
difference between actual and expected returns, often reflect the market's reaction to a

689



: JURNAL ILMIAH AKUNTANSI
Vol 7, Issue 1, (2024), 687 - 703

company's financial disclosures. (Mauliyah, 2022)A study by Moskalenko and Smagina (2023)
and Puspitawati and Fitrios (2023) emphasizes that accounting earnings provide critical

insights into a company's operational efficiency and success in generating profits, directly

affecting investor perceptions and performance. This positive correlation between accounting

earnings and abnormal returns underscores the importance of earnings information in

predicting market reaction and future profitability, creating the basis for a significant

relationship between internal financial performance and market perception. (Prasetyaningrum

et al., 2022).

Empirically, research has consistently shown that accounting earnings significantly
affect stock returns in various sectors. Chaniago & Siregar (2022) Found a solid positive
relationship between accounting earnings and abnormal returns, confirming the predictive
power of accounting earnings in various business sectors. Prasetyaningrum et al. (2022) also
state that higher accounting earnings often lead to higher abnormal returns as the market
reacts positively to solid financial performance disclosures. This finding is consistent with the
analysis of Gumelar & Evianti (2022), Which asserts that accounting earnings are a crucial
determinant in financial performance evaluation and stock return prediction. These findings
underscore the importance of accounting earnings as a leading indicator for predicting stocks'
performance based on a firm's financial disclosures. However, although accounting earnings
are a significant predictor of abnormal returns, only some studies have adequately examined
the potential interaction between accounting earnings and other important variables, such as
firm size. Mauliyah (2022) and Chaniago & Siregar (2022)Do not fully explore how the
combination of accounting earnings and firm size affects abnormal returns, suggesting a gap
in understanding this complex interaction. These studies separate the influence of each
variable without considering how they influence each other and shape overall stock
performance. For example, research by Gumelar & Evianti (2022) Recognizes that while
accounting earnings is an important indicator, its influence on stock returns can also be
influenced by other factors, such as firm size, which reflects the scale of operations and the
capacity of the firm to deal with market dynamics.

The effect of accounting earnings on stock returns should be seen in a broader context,
including the company's economic dynamics and other external factors. Earnings reflect
changes in the company's economic reality and efforts to increase economic capacity
(Puspitaningtyas et al., 2018). (Puspitaningtyas et al., 2018). Sheikh (2015) found that
accounting earnings is correlated with asset and equity returns, but there was no strong
relationship between accounting earnings and abnormal returns. This research suggests that
while accounting earnings is an important indicator, its effect on abnormal returns may be
influenced by other variables that are not always reflected in accounting earnings. This
suggests the need for a more integrated research approach that considers a range of financial
variables to fully understand how accounting earnings affect stock performance.

Company Size and Stock Performance
Firm size is fundamental in evaluating a company's financial and operational
performance. The definition of firm size includes a variety of metrics used to measure it,
including total assets, sales, or market capitalization. Total assets indicate the total amount of
assets owned by the company, which reflects the scale of operations and the capacity of the
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company to manage and utilize resources. On the other hand, market capitalization is
calculated by multiplying the number of shares outstanding by the current share price,
reflecting the company's market value. As another measure, sales show the revenue generated
from the company's main business activities. (Nurani et al., 2022) Firm size provides an idea
of a company's scale of operations, which often relates to its stability and ability to access the
resources necessary for growth and expansion. (Toro, 2022). Theoretically, company size is
seen to influence stock abnormal returns significantly. Larger companies tend to be more
stable and have access to more significant resources, which may improve investor perceptions
and influence abnormal returns. Large companies' higher operational and financial stability
often makes them more attractive to investors, as the risks associated with market volatility
are relatively lower than those of smaller companies. (Rolanda, 2023). According to Susanto
& Syahputri (2022), Large companies are better able to handle market fluctuations, thereby
reducing risk and increasing investor confidence, which is ultimately reflected in more stable
stock returns. Large firms also have better access to capital and markets, allowing them to
capitalize on growth opportunities and mitigate the negative impact of market shocks. (Haider
et al., 2022).

Empirical studies show that company size significantly influences stock returns. Large
companies in the pharmaceutical sector listed on the Indonesia Stock Exchange tend to have
higher and more stable stock returns than small companies, mainly due to their stability and
resources. (Rolanda, 2023). Daromes et al. (2022) also highlighted that larger firm size,
measured through total assets and market capitalization, positively correlates with stock
performance, mainly because large firms often have a better corporate reputation and higher
financial stability. In addition, companies with larger sizes exhibit better stock returns due to
their ability to utilize economies of scale and manage risks more effectively. (Maroef, 2022).
The main findings of these studies emphasize that firm size, as an indicator of stability and
operational capacity, is consistently positively correlated with stock returns. However, most
studies evaluate the effect of firm size separately without considering its simultaneous
interaction with other variables, such as accounting earnings. (Norisanti & Samsudin, 2022)..
Research by Anggraini and Lestari (2022) shows that firm size measured through total assets
affects abnormal stock returns but does not examine how firm size interacts with accounting
earnings to affect stock performance holistically. This suggests that although firm size is a
crucial variable, a more comprehensive approach that integrates various financial variables is
needed to understand the factors influencing stock performance fully.

While previous studies have highlighted the importance of firm size in determining
stock performance, they often do not consider how these variables influence stock returns. For
example, a study by Toro (2022) Emphasizes that firm size, measured through market
capitalization, significantly influences stock returns, but this study does not consider how
accounting earnings moderate this influence. This study indicates that to gain a more
comprehensive understanding of the effect of firm size on stock performance, it is essential to
consider the simultaneous effect of other financial variables, such as accounting earnings,
which also has a vital role in determining stock performance.

The literature suggests that firm size significantly influences stock returns, mainly due
to large firms' excellent stability and operational capacity. However, more research is needed
to understand how firm size interacts with other variables, such as accounting earnings, to
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influence stock returns. This study aims to fill that gap by exploring the simultaneous effect of
firm size and accounting earnings on abnormal stock returns in the food and beverage
manufacturing sub-sector listed on the Indonesia Stock Exchange. Thus, this study not only
enriches the understanding of how firm size affects stock returns but also provides new
insights into the complex interactions between financial variables in the specific context of the
food and beverage manufacturing sector.

Simultaneous Effect of Accounting earnings and Company Size on Abnormal Return

Understanding the simultaneous effect of accounting earnings and firm size on
abnormal stock returns is essential in a comprehensive stock performance analysis. In the
accounting and finance literature, accounting earnings are often used as a reference to
evaluate a company's financial performance. Similarly, firm size measured through metrics
such as total assets, sales, or market capitalization also significantly influences stock
performance. The need to integrate these two variables in stock performance analysis is based
on the premise that the interaction between accounting earnings and firm size can provide
deeper insights into the factors that influence overall stock returns. (Habibah, 2023). This is
because firms of more significant size often have the stability and capacity to deal with
market fluctuations. At the same time, accounting earnings indicate the operational efficiency
and profitability of the firm (Mahmood & Khan, 2023). (Mahmood & Khan, 2023). Several
studies have tried to analyze the simultaneous effect of accounting earnings and firm size,
although the number still needs to be increased. Alliyah (2023) Accounting earnings and firm
size affect stock returns in the consumer goods industry sector. However, this study does not
explicitly explore how the two variables interact to affect abnormal returns. A study by
Ghazali (2023) shows a significant effect of accounting earnings and firm size on stock prices
but does not consider the simultaneous interaction between the two variables. Herliansyah
(2023) His research emphasizes the importance of firm characteristics and size but needs to
provide an integrated analysis of how accounting earnings and firm size affect stock returns.
This suggests that despite recognizing the importance of these variables, in-depth research on
their interaction still needs to be made available.

This gap in the literature reveals that an integrated analysis of the simultaneous effect of
accounting earnings and firm size on abnormal returns is needed. Most of the literature tends
to separate the impact of each variable without considering how they influence each other in
affecting stock performance (Sharma et al., 2022). For example, research by Damayanti (2022)
and Mubarok (2022) note the importance of these variables in financial performance analysis
but need to explore how the combination of accounting earnings and firm size provides a
more holistic perspective in predicting abnormal returns. This limitation creates a critical
research gap, given that the simultaneous interaction of these variables may affect investor
perceptions and, therefore, stock performance. This study aims to fill the gap by offering a
more integrative approach that explores the simultaneous influence of accounting earnings
and firm size on abnormal stock returns. This approach seeks to capture the dynamics of the
interaction between accounting earnings, which reflect a firm's operational performance, and
firm size, which provides an idea of a firm's operational stability and capacity. By combining
these two variables in one analytical framework, this research is expected to provide a deeper
understanding of how stock performance is affected by a combination of interrelated financial
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factors. (Ghazali, 2023). In addition, this approach also makes it possible to identify factors
that influence stock performance in the food and beverage manufacturing sector, which has
unique characteristics and different market challenges. (Alliyah, 2023). This study enriches
the literature on stock performance analysis by emphasizing the importance of the
simultaneous influence of accounting earnings and firm size. By offering a more
comprehensive framework, this study not only fills the existing gap but also provides new
insights that academics and practitioners can use to understand the factors that influence
abnormal returns in the food and beverage sub-sector listed on the Indonesia Stock Exchange.
Integrating these two variables is expected to provide a more holistic and relevant perspective
in evaluating stock performance and assist in developing more effective and data-driven
investment strategies.

Research Design and Method

This study uses a quantitative approach to examine the effect of accounting earnings
and company size on abnormal stock returns in food and beverage sub-sector manufacturing
companies listed on the Indonesia Stock Exchange. The secondary data is obtained from the
company's financial statements on the Indonesia Stock Exchange website. The purposive
sampling technique was used to select 41 companies based on specific criteria. Data was
collected through the documentation method, and data analysis was carried out by multiple
linear regression using SPSS 27 software to test the hypothesis. Classical assumption testing
includes normality test with Kolmogorov-Smirnov, multicollinearity test with tolerance and
VIF, autocorrelation test with Durbin-Watson, and heteroscedasticity test through scatterplot.
The resulting regression model was interpreted to evaluate the influence of the independent
variables on the dependent variable, and the F-test and t-test were used to assess the
significance of the simultaneous and partial influence of the variables.

Results and Discussion

Results

The company's size results from multiplying the research period, namely for 3 years, the
company's size in 2018 - 2022, with the number of sample companies, namely 41. The results
of the descriptive analysis in this study are presented in Table 1 below:

Table 1. Descriptive Statistical Analysis

Variables N Minimum Maximum Mean Std. Deviation
Net Profit 41 23.15 25.31 24.4072 .67944
Company Size 41 25.08 29.06 26.5305 1.00218
Abnormal Return 41 .01 1.99 6769 .61857
Valid N (listwise) 41

Table 1 shows the descriptive statistical analysis of the variables studied. The Net Profit
variable has 41 observations with a minimum value of 23.15, a maximum of 25.31, an
average of 24.4072, and a standard deviation of 0.67944, indicating a relatively homogeneous
distribution around the mean. Company Size was also analyzed with 41 observations,
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showing a minimum value of 25.08 and a maximum of 29.06, with an average of 26.5305 and
a standard deviation of 1.00218, which indicates a more significant variation compared to Net
Profit. Meanwhile, the Abnormal Return variable with 41 observations has a minimum value
of 0.01 and a maximum of 1.99, an average of 0.6769, and a standard deviation of 0.61857,
which indicates a more diverse distribution of returns among the companies studied. This data
provides an overview of the variation and distribution of net income, company size, and
abnormal return in the food and beverage sub-sector. This is the basis for further analysis of
the relationship between these variables.

Table 2. Results of Normality, Multicollinearity, and Autocorrelation Tests

Statistical Test Results Description

Normality Test

Kolmogorov-Smirnov Test

Asymp. Sig. (2-tailed) 0.200 Data is normally distributed

Multicollinearity Test

Tolerance Net Profit: 0.631 No multicollinearity
Company Size: 0.631

VIF Net Profit: 1.584
Company Size: 1.584

Autocorrelation Test

Durbin-Watson 1.996 No autocorrelation

Based on the normality test results using Kolmogorov-Smirnov, the significance value
of Asymp. Sig. (2-tailed) of 0.200 greater than 0.05, indicating that the residual data is usually
distributed. The multicollinearity test shows that the Net Profit and Company Size variables
have a tolerance value of 0.631 and a Variance Inflation Factor (VIF) value of 1.584,
respectively. A tolerance value greater than 0.1 and a VIF smaller than 10 indicates no
multicollinearity problem between the independent variables. In addition, the autocorrelation
test resulted in a Durbin-Watson value of 1.996, which is between -2 and +2, indicating no
autocorrelation in the regression model used. Thus, the regression model applied in this study
has met the assumptions of normality, absence of multicollinearity, and absence of
autocorrelation, making it suitable for further analysis.

A good regression model is one with heteroscedasticity or no heteroscedasticity
(Ghozali, 2019). The way to detect the presence or absence of heteroscedasticity is to look at
the plot graph between the predicted values of the dependent variable. The results of the
heteroscedasticity test are presented in Figure 1.
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Scatterplot

Dependent Variable: Abnormal Return

Regression Studentized Residual

Regression Standardized Predicted Value

Figure 1. Scatterplot Graph

Figure 1 shows the residual scatterplot of the regression model used to predict
Abnormal Returns with Company Size and Net Income as independent variables. The random
distribution of residuals around the horizontal line on the Y-axis without forming a specific
pattern indicates no heteroscedasticity. This suggests that the variability of the error term
remains constant throughout the range of independent variables. Without heteroscedasticity,
this regression model is valid and reliable for prediction, as the coefficient estimates are
efficient, and the confidence intervals remain valid. Therefore, this model should be used to
predict Abnormal Returns considering Company Size and Net Profit.

This report presents results from multiple linear regression analyses to examine the
effect of net income and company size on abnormal returns. These results include the
regression model, coefficient of determination (R?) test, partial hypothesis test (t-test), and
overall F test. The results of multiple linear regression analysis show that Net Income has a
regression coefficient of -0.763 with a significance of 0.000, which means it has a negative
and significant effect on Abnormal Return. Company Size has a regression coefficient of
0.293 with a significance of 0.003, indicating a positive and significant impact on Abnormal
Return. The coefficient of determination (R?) of 0.445 indicates that the Net Income and
Company Size variables can explain 44.5% of the variability in Abnormal Return. The F test
shows a significant value of 0.000, which is smaller than 0.05, indicating that this regression
model can be used to predict Abnormal Returns with a significant influence from Net Income
and Company Size.

The results of multiple linear regression analysis show that Net Income has a regression
coefficient of -0.763 with a significance of 0.000, which means it has a negative and
significant effect on Abnormal Return. Company Size has a regression coefficient of 0.293
with a significance of 0.003, indicating a positive and significant impact on Abnormal Return.
The coefficient of determination (R?) of 0.445 indicates that the Net Income and Company
Size variables can explain 44.5% of the variability in Abnormal Return. The F test shows a
significance value of 0.000, which is smaller than 0.05, indicating that this regression model
can be used to predict Abnormal Returns with a significant influence from Net Income and
Company Size.
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Table 3. Research Result

Statistical Test Results Description

Multiple Linear Regression

Analysis

Model Unstandardized Coefficients Standardized Coefficients
B Std. Error

(Constant) 11.517 2.723

Net Profit -0.763 0.138

Company Size 0.293 0.094

Regression Equation Y =11.517-0.763 X1 + 0.293  Shows the relationship between Net
X2 Income, Company Size, and

Abnormal Return

Test Coefficient of

Determination (R?)

Model Summary R R Square

1 0.667 0.445

Hypothesis Test (t-Test)
Coefficients

Unstandardized Coefficients

Standardized Coefficients

B Std. Error
(Constant) 11.517 2.723
Net Profit -0.763 0.138
Company Size 0.293 0.094
Hypothesis Test Results
Net Profit =-5.510 Sig. = 0.000
Company Size t=3.125 Sig. = 0.003
F test
ANOVA Model Sum of Squares
1 Regression 6.806

Residuals 8.499

Total 15.305

Discussion

Effect of Net Income on Abnormal Return

The results of hypothesis testing in this study reveal surprising facts: net income
variable (X1) has a negative and significant effect on going concern audit opinion (Y). This
finding is surprising because it contradicts the initial hypothesis that net income positively and
significantly affects abnormal returns. This study shows that the higher a company's net
income, the lower the abnormal return value. Conversely, low net income is associated with
higher abnormal returns. This result does not align with many conventional assumptions and
theories of market participants and academics. Signaling theory forms a strong basis in this
study, explaining how net income information affects investors' perceptions of the company.
In the context of this theory, net income is expected to provide a positive signal to the market
about the company's financial performance, which in turn should increase investor interest
and stock value. However, the results of this study challenge this view, indicating that higher
net income is only sometimes translated as a positive signal by the market. Instead, it may
signal concerns related to earnings management or potential problems in the company's
operations that are not yet visible to the market directly. The market reaction to higher net
income announcements leads to a decrease in abnormal returns, suggesting that investors are
more cautious in assessing high net income.

This finding is also in line with the study of Fungki et al. (2023), Which found that
stock returns, corporate governance, and financial performance significantly influence going-
concern audit opinion. Fungki's research shows that going concern audit opinion is influenced
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by net income and other aspects of the company's financial performance. This reflects the
complexity of assessing company performance and how different financial elements can
affect auditors' and investors' perceptions of the company's viability. Salsabila et al. (2022)
added that liquidity, profitability, solvency, and company growth affect going concern audit
opinion. This study reinforces that other factors besides net income are important in
determining the auditor's perception of the company's viability. Thus, higher net income does
not necessarily signal good financial health and may be associated with risks that take time to
be apparent. Bose et al. (2023) and Putra (2010) also make a significant contribution by
showing that financial performance, specifically returns on assets, and the company's financial
condition significantly negatively impact going concern audit opinion. These results align
with this study's findings, which show that higher net income can negatively affect going
concern opinion. This suggests that higher net income results from short-term strategies that
may increase profits in the short term but are not sustainable in the long term, thus raising
concerns for auditors and investors. The study by Rasyid (2024) Revealed that "liquidity,
profitability, and solvency ratios showed significant fluctuations in the financial performance
of insurance companies listed on the Indonesia Stock Exchange (IDX) between 2016 and
2019."

The implications of these findings are significant for company management, auditors,
and investors. Company management must understand that high net income will only
sometimes increase abnormal returns and may raise skepticism if not supported by solid
operational performance and adequate transparency. Auditors should also be more careful in
evaluating the company's viability based on net income and other financial and operational
performance aspects. For investors, these results highlight the need for a more critical
approach in assessing a company's financial statements, including an in-depth analysis of how
net income is generated and whether it can be sustained in the future. Furthermore, these
results open up opportunities for further research that can further explore the relationship
between net income and abnormal returns and how other factors, such as earnings
management, business strategy, and financial risk, affect this relationship. Future studies could
explore how various components of financial statements, such as cash flows, liabilities, and
investments, interact with net income to affect abnormal returns. Research could also expand
the scope by including longitudinal data to see how net income and abnormal returns evolve,
providing insights into long-term trends and the ongoing impact of corporate financial
policies.

This research also has the potential to challenge traditional assumptions in finance and
accounting theory about the relationship between net income and market value. In the context
of increasingly complex and dynamic markets, this finding confirms the importance of a
holistic analysis that considers the various factors that can affect financial performance and
market perceptions. It also emphasizes the need for a more integrated approach to evaluating
corporate performance, which involves an in-depth analysis of all elements of the financial
statements and external factors that may affect a company's financial results. In a broader
literature review, these findings also align with the view that financial markets are not always
rational and can be influenced by various psychological and behavioral factors. This
emphasizes the importance of understanding how multiple stakeholders interpret financial
information and how their perceptions can affect investment decisions and market valuations
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of companies. As such, this study provides new insights into the relationship between net
income and abnormal returns and contributes to a broader understanding of financial market
dynamics and accounting. Overall, these findings emphasize the importance of a more critical
and in-depth approach to analyzing the financial performance of companies. By challenging
traditional assumptions about the relationship between net income and abnormal returns, this
research paves the way for a richer and more comprehensive understanding of the factors
influencing stock performance and market perceptions. It also highlights the need for a more
innovative approach to financial performance evaluation and investment decision-making,
considering a more comprehensive range of aspects of a company's financial and operational
health.

Effect of Company Size on Opinion Abnormal Return

This study shows that the company size variable positively and significantly affects the
company's abnormal stock return. This finding supports the second hypothesis, which states
that the larger the company size, the abnormal returns will also increase. Conversely,
companies with smaller sizes tend to have lower abnormal returns. In this context, firm size
can be measured by looking at total assets, sales, equity, and number of employees. These
metrics give an idea of the scale of operations and the capacity of the firm to manage
resources to generate profits. Firm size is an important indicator that reflects stability and
operational capacity. Signal theory, which is the basis of this study, explains that information
about company size provides a signal to investors about the company's prospects and
capabilities. In the capital market, companies with larger sizes tend to be considered more
stable and have lower risks, thus attracting investors who are looking for safer investments
with significant potential returns. (Marpuah et al., 2021; Nasution & Sari, 2020). Investors
often see company size as a proxy for the company's stability and ability to survive and thrive
in the long term. Therefore, a larger company size is a positive signal that increases investor
interest and abnormal returns.

This finding is consistent with previous studies' results showing that firm size positively
and significantly impacts firm value and stock price. For example, Marpuah et al. (2021)
Found that companies with larger sizes tend to have higher firm values. Nasution & Sari
(2020) Also, firm size positively affects stock price, indicating that large companies often
have higher stock prices due to investors' perceptions of their stability and growth potential.
These results reinforce the view that company size is vital in assessing stock performance and
attracting investor interest. However, it should be noted that research by Pratama & Wiksuana
(2016) and Suryani & Purbohastuti (2020), Although firm size positively and significantly
impacts firm value, its effect on profitability and share price is more complex. These findings
suggest that firm size is only sometimes the sole determinant of profitability and stock price.
For example, Suryani and Purbohastuti (2020) Found that firm size significantly affects firm
value but does not have the same impact on profitability. This suggests that other factors, such
as operational efficiency, management strategy, and market conditions, also play an essential
role in influencing profitability and stock price.

The implications of the results of this study are significant for company managers,
auditors, and investors. For company managers, understanding that company size positively
influences abnormal returns means there needs to be a greater focus on expanding and scaling
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up the company's operations. This could involve investing in assets, expanding markets, and
increasing production capacity. Strategies to increase firm size include mergers and
acquisitions, which can help develop the asset base and strengthen the firm's market position.
In addition, managers must communicate clear and transparent information about firm size
and growth strategies to investors to capitalize on the positive signals associated with firm
size. For auditors, these results highlight the importance of considering firm size in going
concern evaluation and risk analysis. Auditors need to understand how firm size can affect
market perceptions and stock performance when evaluating a firm's viability. Larger company
size provides a stronger signal of stability, but auditors must also ensure that size does not
obscure hidden operational and financial risks. Therefore, auditors should conduct a more
comprehensive and in-depth analysis of companies with large sizes to ensure that all potential
risks have been adequately evaluated. Investors can also utilize these findings in their
investment strategies. By knowing that company size positively influences abnormal returns,
investors can focus more on companies with a larger scale of operations when making
investment decisions. However, it is essential for investors to not only rely on company size
as the only indicator but also consider other factors such as company management, market
conditions, and business strategy. Investors must conduct in-depth due diligence to ensure
their investments are based on comprehensive and accurate information.

In the future, this research opens up opportunities for further studies on the
simultaneous effects of firm size and other variables on stock performance. Further research
could explore how firm size interacts with other variables, such as accounting earnings,
leverage, and cash flow, to influence abnormal returns. For example, a longitudinal study that
observes the development of firm size and stock performance over time could provide deeper
insights into the long-term trends and ongoing impact of firm expansion. This research could
also extend the analysis to different industry sectors to understand whether the effect of firm
size on abnormal returns varies among other sectors. In addition, future research could also
examine how management strategies moderate the impact of firm size on abnormal returns,
for example, how diversification strategies or operational focus affect the relationship
between firm size and stock performance. This research can provide deeper insights into how
companies can manage their size to maximize stock performance and attract investors. In a
broader context, this research can contribute to developing a more comprehensive finance and
accounting theory by integrating factors affecting stock performance. Overall, the findings of
this study highlight the importance of firm size as a determinant of stock performance. By
showing that firm size positively and significantly influences abnormal returns, this study
adds a new dimension to understanding how a firm's scale of operations and capacity affects
market perceptions and stock performance. The findings also provide a basis for developing
more informative business and investment strategies, assisting companies and investors in
making smarter, data-driven decisions. In a broader context, this research also paves the way
for a more in-depth analysis of the factors influencing stock performance and how companies
can utilize this information to increase their value in the capital market.

Conclusions

This study shows that accounting earnings negatively and significantly affects abnormal
stock returns in food and beverage sub-sector manufacturing companies listed on the
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Indonesia Stock Exchange. These results contradict the initial hypothesis that accounting
earnings will increase abnormal returns, challenging the conventional view of the relationship
between earnings and stock performance. Conversely, the higher the net profit, the lower the
abnormal return. On the other hand, firm size has a positive and significant influence on
abnormal returns, supporting the second hypothesis. Companies with larger sizes tend to have
higher abnormal returns. Large companies, seen as more stable and able to manage risk better,
tend to provide higher returns for investors.

This study adds value to science and practice by providing new insights into how
accounting earnings and firm size interact simultaneously to affect stock performance. These
findings are important for company managers in developing financial strategies that pay
attention to how earnings and company size can be used to maximize returns for shareholders.
For investors, these results suggest the need for a more critical approach in evaluating
financial information, especially in looking at the signals from accounting earnings and firm
size as potential stock performance indicators. By integrating these two crucial economic
variables, this study provides a more holistic perspective on the financial dynamics within the
food and beverage sub-sector, assisting companies and investors in making better decisions
based on more comprehensive data.

However, this study has limitations that need to be considered. The focus on the food
and beverage manufacturing sub-sector in Indonesia limits the generalizability of the results to
other sectors or different economic contexts. In addition, the historical data used does not
reflect current market conditions or recent company policy changes. The quantitative methods
do not capture qualitative factors affecting abnormal returns, such as risk management or
governance quality. Future research should expand the scope by considering other financial
variables such as leverage and cash flow and using longitudinal and qualitative approaches to
gain deeper insights into the factors affecting abnormal returns in various industry and market
contexts.

Reference

Ajizah, N., & Biduri, S. (2021). The effect of company size, sales growth, profitability, and
leverage on stock returns in food and beverage companies listed on the Indonesia
Stock Exchange for the 2015-2019 period. Academia Open, 4, 1984.
https://doi.org/10.21070/acopen.4.2021.1984

Alliyah, S. (2023). Pengaruh Profitabilitas, Likuiditas, Leverage, Ukuran Perusahaan Dan
Nilai Pasar Terhadap Return Saham Perusahaan Sektor Industri Barang Konsumsi Di
BEI. Accounting Global Journal, 7(1), 25-39. https://doi.org/10.24176/agj.v711.9461

Anggraini, U., & Lestari, H. S. (2022). Pengaruh Tata Kelola Perusahaan Terhadap Kinerja
Perusahaan dan Risiko Perusahaan. Jurnal Ekobistek, 265-271.
https://doi.org/10.35134/ekobistek.v11i4.385

Bose, S., Lim, E. K. Y., Minnick, K. L., & Shams, S. M. M. (2023). Do foreign
institutional investors influence corporate climate change disclosure quality?
International evidence. Corporate Governance: An International Review.
https://doi.org/10.1111/corg.12535

Chandra, A. A., & Darmayanti, N. P. (2022). Pengaruh profitabilitas, likuiditas, penilaian
pasar, dan ukuran perusahaan terhadap return saham. E-Jurnal Manajemen

700


https://doi.org/10.21070/acopen.4.2021.1984
https://doi.org/10.24176/agj.v7i1.9461
https://doi.org/10.35134/ekobistek.v11i4.385
https://doi.org/10.1111/corg.12535

: JURNAL ILMIAH AKUNTANSI
Vol 7, Issue 1, (2024), 687 - 703

Universitas Udayana, 11(2), 234-250.
https://doi.org/10.24843/ejmunud.2022.v11.102.p08

Chaniago, S., & Siregar, S. (2022). Laba Akuntansi sebagai Sumber Informasi
Pengembangan Usaha. AL-KHARA]J, 4(5), 1380-1389.
https://doi.org/10.47467/alkharaj.v4i4.955

Damayanti, D. K. (2022). The Effect of Deferred Tax and Tax to Book Ratio on Company
Financial Performance. Kontigensi: Jurnal Ilmiah Manajemen, 10(2), 363-370.
https://doi.org/10.56457/jimk.v10i2.297

Daromes, F. E., Jao, R. V, Lukman, L., & Wiasal, R. (2022). An Investigation of How
Firm Size Affects Firm Value through Corporate Reputation. 13(2), 187-200.
https://doi.org/10.26740/jaj.v13n2.p187-200

Fungki, D., Kuntadi, C., & Pramukty, R. (2023). Pengaruh return saham, tata kelola
perusahaan, kinerja keuangan terhadap opini audit going concern pada perusahaan
yang terdaftar di Bursa Efek Indonesia tahun 2019-2021. SENTRI: Jurnal Riset
[Imiah, 2(8), 115-132. https://doi.org/10.55681/sentri.v2i8.1342

Ghazali, M. Y. (2023). The Effect of Leverage, Market Value, and Profitability on Share
Prices. 1(1), 1-12. https://doi.org/10.58777/rtb.v1il.31

Gumelar, G., & Evianti, D. (2022). Analisis Rasio Profitabilitas dan Solvabilitas Untuk
Menilai Kinerja Keuangan. Jurnal Ilmiah Akuntansi Kesatuan, 10(3), 509-522.
https://doi.org/10.37641/jiakes.v1013.1489

Habibah, H. (2023). Effect of book tax differences, inventory turnover and firm size on
profit growth. Scientific Journal of Reflection. https://doi.org/10.37481/sjr.v613.692

Haider, S., Igbal, J., Naseer, S., Shaukat, M., Abbasi, B. A., Yaseen, T., & Mahmood, T.
(2022). Unfolding molecular switches in plant heat stress resistance: A
comprehensive review. Plant Cell Reports, 41(3), 775-798.
https://doi.org/10.1007/s00299-021-02754-w

Herliansyah, Y. (2023). The effect of auditee characteristics and public accounting firm
size on abnormal audit report lag. Jurnal Riset Akuntansi Kontemporer, 15(1), 47-55.
https://doi.org/10.23969/jrak.v15i1.6125

Isendi, A., Rachmawati, L., & Rakhmawati, R. (2023). The influence debt to equity ratio
(DER), earning per share (EPS), company size, accounting earnings and return on
asset (ROA) on stock return in food and beverage sub sector companies in 2017-

2021. International Journal of Global Accounting, Management, Education, and
Entrepreneurship, 4(1), 47-60. https://doi.org/10.48024/ijgame2.v4i1.96

Mahmood, Z., & Khan, K. (2023). Impact of corporate governance on firm performance: a
case of Pakistan stock exchange. Liberal Arts & Social Sciences International
Journal, 7(1), 24-38. https://doi.org/10.47264/idea.lassij/7.1.2

Maroef, M. (2022). Size Company as Moderator the Influence of Rofitability and Leverage
on Stock Return in Manufacturing Companies in Indonesia. Journal of Economics,
Finance and Management Studies, 05(02). https://doi.org/10.47191/jetms/v5-i2-18

Marpuah, S., Sunardi, N., & Marjohan, M. (2021). Pengaruh ukuran perusahaan, growth
opportunity terhadap nilai perusahaan dengan struktur modal sebagai variabel
moderating (Studi pada perusahaan consumer goods yang terdaftar di Bursa Efek
Indonesia tahun 2015-2019). Jurnal SEKURITAS (Saham, Ekonomi, Keuangan Dan

701


https://doi.org/10.24843/ejmunud.2022.v11.i02.p08
https://doi.org/10.47467/alkharaj.v4i4.955
https://doi.org/10.56457/jimk.v10i2.297
https://doi.org/10.26740/jaj.v13n2.p187-200
https://doi.org/10.55681/sentri.v2i8.1342
https://doi.org/10.58777/rfb.v1i1.31
https://doi.org/10.37641/jiakes.v10i3.1489
https://doi.org/10.1007/s00299-021-02754-w
https://doi.org/10.23969/jrak.v15i1.6125
https://doi.org/10.48024/ijgame2.v4i1.96
https://doi.org/10.47264/idea.lassij/7.1.2
https://doi.org/10.47191/jefms/v5-i2-18

: JURNAL ILMIAH AKUNTANSI
Vol 7, Issue 1, (2024), 687 - 703

Investasi), 5(1), 45—60. https://doi.org/10.32493/SKT.V5I11.11730

Mauliyah, N. I. (2022). Profit management on company performance. JARES (Journal of
Academic Research and Sciences), 7(1), 24-34.
https://doi.org/10.35457/jares.v7il1.2132

Moskalenko, N. V, & Smagina, M. N. (2023). Financial results of the organization’s
activities as an object of accounting and their regulatory regulation. ITyTeBoaurens
[Mpennpunumarens, 16(2), 56—62. https://doi.org/10.24182/2073-9885-2023-16-2-

56-62
Mubarok, F. (2022). Revealing the Structure of Financial Performance on Stock Prices.
Jurnal Organisasi Dan Manajemen, 18(2), 74-86.

https://doi.org/10.33830/jom.v18i2.2052.2022

Nasution, N. A., & Sari, W. (2020). Pengaruh ukuran perusahaan (firm size) dan
profitabilitas terhadap harga saham pada perusahaan manufaktur yang terdaftar di
Bursa Efek Indonesia (BEI). Jurnal Akuntansi Dan Keuangan, 14(3), 225-238.

Norisanti, N., & Samsudin, A. (2022). Pengaruh Income Smoothing, Firm Size, Dan
Financial Leverage, Terhadap Company Performance. Costing, 5(2), 981-992.
https://doi.org/10.31539/costing.v5i2.2470

Nurani, D., Anggraini, L., Misiyanto, & Mulia, K. R. (2022). Buku Saku: Serba-Serbi
Kurikulum Merdeka Kekhasan Sekolah Dasar. Direktorat Sekolah Dasar.

Prasetyaningrum, T., Kustiyah, E., & Marwanti, F. S. (2022). Financial performance
assessed from quick ratio, current ratio, return on investment, net profit margin in
manufacturing companies listed in indonesia stock exchange 2017 - 2019.
International Journal of Economics, Business and Accounting Research (IJEBAR),
6(1), 177. https://doi.org/10.29040/ijebar.v6il.1846

Pratama, 1. K., & Wiksuana, I. G. (2016). Pengaruh ukuran perusahaan dan leverage

terhadap nilai perusahaan dengan profitabilitas sebagai variabel mediasi. Jurnal
Akuntansi Dan Keuangan Indonesia, 13(2), 137-148.

Puspitaningtyas, Z., Toha, A., & Prakoso, A. (2018). It is understanding the concept of
profit as an economic information instrument: disclosure of semantic meanings. 2(1),
27-36. https://doi.org/10.21511/AFC.02(1).2018.03

Puspitawati, L., & Fitrios, R. (2023). Comparative study of management accounting
system models on company performance in Indonesia and Malaysia financial

institutions. Journal of Eastern European and Central Asian Research, 10(3), 527—
541. https://doi.org/10.15549/jeecar.v10i3.1286

Putra, A. A. (2010). Pengaruh kondisi keuangan perusahaan, pertumbuhan perusahaan dan
opini audit tahun sebelumnya terhadap opini audit going concern. Jurnal Akuntansi
Dan Keuangan, 12(2), 155-168.

Rasyid, A. (2024). Insurance company financial performance analysis. Advances in
Economics & Financial Studies, 1(2). https://doi.org/10.60079/aefs.v1i2.112

Rolanda, 1. (2023). The effect of current ratio, debt to equity ratio, return on assets, and
company size on stock price (empirical study on pharmaceutical companies listed on
the indonesian stock exchange for the period 2017 - 2021). Jurnal Ekonomika Dan
Manajemen, 12(1), 27. https://doi.org/10.36080/jem.v12i1.2215

Salsabila, S., Radhiana, R., Juwita, J., & Mauliza, P. (2022). Challenges of the Resource-

702


https://doi.org/10.32493/SKT.V5I1.11730
https://doi.org/10.35457/jares.v7i1.2132
https://doi.org/10.24182/2073-9885-2023-16-2-56-62
https://doi.org/10.24182/2073-9885-2023-16-2-56-62
https://doi.org/10.33830/jom.v18i2.2052.2022
https://doi.org/10.31539/costing.v5i2.2470
https://doi.org/10.29040/ijebar.v6i1.1846
https://doi.org/10.21511/AFC.02(1).2018.03
https://doi.org/10.15549/jeecar.v10i3.1286
https://doi.org/10.60079/aefs.v1i2.112
https://doi.org/10.36080/jem.v12i1.2215

: JURNAL ILMIAH AKUNTANSI
Vol 7, Issue 1, (2024), 687 - 703
Based View Approach in Improving Business Organizational Performance.
Proceedings of International Conference on Multidiciplinary Research, 5(2), 120—
125. https://doi.org/10.32672/pic-mr.v5i2.5416

Sheikh, A. (2015). The Relationship between the Indicators of Financial Performance
Measurement of the Companies Listed in Tehran Stock Exchange.

Suryani, E., & Purbohastuti, A. W. (2020). Ukuran perusahaan atas nilai perusahaan
melalui profitabilitas. Jurnal Riset Akuntansi Dan Keuangan, 13(2), 220-234.
https://doi.org/10.35448/JRAT.V1312.9226

Susanto, A., & Syahputri, D. A. (2022). Pengaruh tata kelola perusahaan dan karakteristik
spesifik perusahaan pada kejadian penyajian kembali laporan keuangan. Fair Value,
5(3), 1282—1294. https://doi.org/10.32670/fairvalue.v5i3.2349

Toro, M. di. (2022). The Effect of The Company Size on the Intrinsic Value and Herd
Behaviour. International Journal of Research and Review, 9(10), 455-462.
https://doi.org/10.52403/ijrr.20221051

703


https://doi.org/10.32672/pic-mr.v5i2.5416
https://doi.org/10.35448/JRAT.V13I2.9226
https://doi.org/10.32670/fairvalue.v5i3.2349
https://doi.org/10.52403/ijrr.20221051

