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ABSTRACT 
It is common knowledge that the COVID-19 pandemic has significantly 
impacted the performance of companies worldwide, including Indonesia. The 
impact of the pandemic has resulted in two pressures, both positive with 
increasing profits and negative with the closure of companies. This study will 
examine the differences in profitability ratios, leverage, and firm value based 
on the impact of risk after COVID-19. This study was conducted on all 
companies (except the banking sector) listed on the Indonesia Stock Exchange 
(IDX). This study uses a purposive sampling technique, so 403 companies were 
obtained with 797 observations. The data in this study is divided into 2 
categories, namely, first, companies that are positively impacted, and second, 
companies that are negatively impacted by the pandemic. Hypothesis testing 
uses Mann-Whitney because the data distribution is not normal. The study 
results show differences in the Long-Term Debt to Equity Ratio (LTDtER) based 
on the impact of company risk. Furthermore, the test results show that there is 
no difference in the impact of financial company risk on ROE and Tobin's Q. 
The novelty of this research is that it provides a methodological contribution 
that analyzes the impact of financial risk before the pandemic and then 
compares financial data after the pandemic. The results of this study provide 
recommendations to stakeholders on how to use the right strategy when 
investing in companies that go public in Indonesia. This study provides 

theoretical implications by proving that the impact of financial company risk 

will result in an increase in long-term debt for the company. 

 
  

 

                  This is an open-access article 

                   under the CC-BY license 

INTRODUCTION  
Referring to signal theory, financial information presented by a company will be helpful for 

investors because it can provide positive or negative signals that influence the risk in decision 

making (Wahyuningtiyas & Retnania, 2020). Companies must have the right strategy to manage 

financial risks due to environmental uncertainty to protect their resources (Budiarto & Putuyana, 

2018). The emergence of COVID-19 is one of the risk impacts that affects economic conditions 

throughout the world, including Indonesia, because it has an impact on various fields, such as the 

economy, education, and tourism (Putri, 2020; Sari & Suryan, 2021; Firdaus, 2020). The impact of 

the economic downturn has had an effect that exceeds the global financial crisis, including company 
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performance and the stock market (Er-Rami et al., 2024; Muthu & Wesson, 2023). In addition, the 

impact of the Pandemic can affect investors' views on the company's value due to unpredictable 

stock price movements. Investors will buy company shares because of good performance and high 

value in the hope that the company can maintain financial health, including long-term debt 

(Revinka, 2021). 

The long-term debt-to-equity ratio provides an innovative model for creating an optimal 

capital structure by minimizing the total cost of capital and maximizing value. Proper capital 

structure can be created by selecting equity financing, debt financing, or a combination of both; it 

is considered the most interesting decision-making process because it indirectly affects the 

company's debt level (Gajdosikova & Kramaric, 2023). Long-term debt arises because of the need 

for funds to increase asset purchases, increase total capital permanently, acquire companies, or pay 

other debts (Gustira et al., 2022). This long-term debt-to-equity ratio is important in making 

financial decisions on the capital structure because it can determine the direction of the company's 

cash flow (Sabrina & Maulana, 2024).                             

In maintaining its business, companies must improve performance and achieve company 

goals by obtaining maximum profit. If a company has good financial reports and financial 

performance, investors will be interested because of the company's ability to obtain high 

profitability. The profitability ratio (ROE) considers the company's shareholder returns, including 

preferred and common shareholders (Khzer & Sabir Jaf, 2023). Return on Equity is an important 

indicator because companies can use this ratio to see the benefits of using their capital (Islavella & 

Sari, 2022). Sustainable returns and maintaining shareholder investment can maximize company 

profits in terms of company performance (Hordofa, 2023).  

Tobin's Q is used to test the fair value of a company by providing the most effective 

information, including elements of debt, share capital, company assets, common stock, and equity 

(Prabawati & Rahmawati, 2022). In addition, Tobin's Q ratio is used to determine factors that shape 

the company's financial performance. This ratio also compares effective values in companies in the 

same industry (Azam, 2023). The company's value in Tobin's Q is important because it is helpful 

for shareholders, so that shareholders are confident in investing in the selected company, and 

investors are always treated well (Yanti & Setiawati, 2022). Companies must be able to change their 

business philosophy from being oriented towards the workforce to being a knowledge-based 

company to achieve maximum value (Sari et al., 2023). 

  Several studies have examined the Long-Term Debt to Equity Ratio (LTDtER), Return on 
Equity (ROE), and Tobin's Q during COVID-19 (Indriyani et al., 2024; Ilyas & Hertati, 2022; 
Syahputra & Yuniati, 2023; Ediningsih & Satmoko, 2022). Researchers have also compared various 
company ratios before and during COVID-19 (Hidayat, 2021; Rozet et al., 2022; Prasetia et al., 2023). 
This study will analyze the differences in the impact of risk on profitability ratios, leverage, and 
company value after COVID-19.  The difference between this study and previous studies is that 
previous studies tested hypotheses using data during and after COVID, while this study only tests 
hypotheses using data after COVID. Data during COVID was only used to conduct groupings that 
researchers had never done before. This study presents a methodological contribution because it 
analyzes the company ratio after the pandemic, but uses the impact of financial company risk 
during the pandemic, which has never been done by previous researchers. 

 

LITERATURE REVIEW 
Signal theory explains that corporate behavior in the market will show information 

asymmetry, so that they will provide information in the form of signals to external parties to reduce 

uncertainty (Spence, 1973). Signal theory explains that companies will convey information to 
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reduce asymmetry between companies and investors (Azevedo et al., 2025). Signal Theory is widely 

used as a basis for decision making due to the differences in information content held by companies 

and external parties (Connelly et al., 2011). This theory explains that a company's executive 

management can access better information and encourages them to provide information to 

potential investors (Amimakmur et al., 2024). A company that receives a positive signal indicates 

that the company is experiencing an increase in profits. In contrast, a company with a bad signal 

indicates that the company's profits are decreasing (Elwisam et al., 2024). The company's financial 

performance will be seen through the financial reports used by shareholders as a signal in 

predicting the company's financial prospects. Signals or information in the company will describe 

positive signs as good news, while negative signs are bad (Pronosokodewo et al., 2024). Signaling 

theory also explains company performance information such as profitability and efficiency, but if 

companies face financial risk, they will tend to cover up this information (Suttipun, 2023). 

Management must be able to provide a signal to the company to manage inherent financial risks so 

that the goal of achieving profitability can be achieved (Roy & Bandopadhyay, 2022). 

In signal theory, corporate financing decisions are also an indication for investors to assess 

the company's prospects (Azevedo et al., 2025). One of the information investors need is long-term 

liabilities in the company's financial statements. Long Term Debt to Equity Ratio (LTDtER) is a 

liability or debt by a particular party that exceeds one accounting period of payment paid in cash 

or can use certain assets (LTDtER) (Nuroktofiana et al., 2023). This ratio measures the size of the 

company's leverage value and determines the nominal capital of a business financed by long-term 

debt. Increasing debt on the profits obtained by the company will reduce the ratio, which can lead 

to a high level of the company's ability to pay long-term obligations (Pardosi, 2022). This shows the 

company's capital to cover its long-term debt, so that it can equate equity with long-term debt 

(Choiroh & Purbowati, 2024).  

Several profitability and leverage ratios are still interesting studies, primarily due to the 

COVID-19 pandemic, because they pose unpredictable risks. The risks faced by the company will 

be perceived by investors through various actions, especially in investment decisions (Anggraini & 

Mulyani, 2022). Risk as a form of uncertainty will result in several potential outcomes, namely, 

significant profits or losses (Pebrianti et al., 2022). Previous research shows that higher credit risk 

will result in a lack of loans and a decrease in LTDtER (Setiyawati & Hartini, 2019). Previous studies 

have shown that the risk of company failure is related to the level of leverage (Wahyuningtiyas & 

Retnania, 2020). Furthermore, other results show a significant difference in the leverage ratio before 

and after COVID in the hospitality sub-sector (Aritonang & Indriyani, 2023). Therefore, companies 

facing positive financial risk will have a different level of leverage compared to companies facing 

negative financial risk. Based on these reasons, the hypothesis is: 

H1: There is a difference in LTDtER based on the impact of company financial risk. 

Based on signal theory, the profitability achieved by a company is a signal that can be used 

to assess the health of the company. However, companies that face financial risks can have an 

impact on the ability to generate profits (Azevedo et al., 2025). Furthermore, investors will consider 

the level of profitability and value of the company shown in the financial report information. Return 

on Equity (ROE) measures the company's superiority by obtaining profits based on the share capital 

invested (Fatihat, 2021). Return on Equity (ROE) can test the company's scope using its resources 

by obtaining a return on equity. This ratio also looks at optimizing a company's process, which will 

later be explained to the company's shareholders (Rois et al., 2021). If the ROE value increases, the 

company's superiority in obtaining profits will increase, and the company's earnings will increase 
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(Purnama, 2016).  In addition, significant fluctuations in ROE will increase business strategies with 

high impacts, so investor perceptions and the company's stock value will have a negative impact 

(Wairisal, 2024). Previous research results show that the level of profitability is related to the risk 

of company failure, meaning that companies with low profitability are more at risk of financial 

failure (Baghaskara & Retnani, 2023). Companies that face financial risk will have lower 

profitability compared to companies that do not have risk. Based on these reasons, the hypothesis 

is: 

H2: There is a difference in ROE based on the impact of company financial risk. 

 

Following signal theory, corporate information disclosure can be considered a signal to the 

capital market, reducing information asymmetry between management and external parties, 

thereby increasing the company's value (Dey et al., 2018). Management will manage the inherent 

risks in the company because high risks will result in high profitability and impact the company's 

value. The financial inherent risk in the company can be obtained from the capital structure or from 

environmental factors (Roy & Bandopadhyay, 2022). Tobin's Q is one of the tools that investors can 

use to determine the company's value, which is calculated by dividing the total market value of 

equity and total debt by total assets (Lee et al., 2024). If it is higher, the value of Tobin's Q will 

indicate greater potential and development prospects for the company. However, if Tobin's Q ratio 

is less than one, it will make the company's investment less attractive (Khoirun & Labibah, 2022). 

Previous research shows that the company's value in Tobin's Q will be higher than the cost of its 

assets, thus reflecting that management can manage these risks effectively (Jamaludin, 2024). 

Previous findings indicate a difference in company value before and after the COVID-19 pandemic 

(Hidayat, 2021). Companies that do not experience financial risk will have better company value. 

Based on previous research, the following hypotheses can be formulated: 

H3: There is a difference in Tobin's Q based on the impact of company financial risk. 
 

Figure 1. Explains that this study will test the leverage ratio, profitability, and company 
value based on the impact of the risks faced. Companies that experience a decline in performance 
due to the COVID pandemic will be tested or compared with companies that experience increased 
performance. Each ratio will be analyzed using a difference test to determine whether there is a 
difference based on the impact of the financial risk faced by the companies. 

 

 
Figure 1. Research Framework 

Source: Developed by Researcher (2025) 
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RESEARCH METHOD  
Data collection in this study uses financial reports of companies listed on the Indonesian 

Stock Exchange. The financial report data used are LTDtER, ROE, and Tobin's Q. Hypothesis 

testing uses a different test technique with the Mann-Whitney test. This study will test the 

difference between positively and negatively impacted companies during the COVID-19 

pandemic. This study will test LTDtER, ROE, and Tobin's Q based on 2 categories of companies 

(positive impact and negative impact). This study uses a population of all sectors (except the 

banking sector) of companies listed on the Indonesia Stock Exchange in 2022-2023. The banking 

sector is not used because profitability measurement would be more appropriate if the asset-to-

equity ratio is used (Prabowo et al., 2018). Based on the analysis results, the financial reports of 408 

companies were obtained with 797 observations. The data results for each sample are presented as 

in Table 1 and Table 2. 

Based on the analysis, 5 samples in 2022 and 3 samples in 2023 did not find the company's 

financial ratio, so this research only tested 797 company financial reports. This study uses 2 data 

from financial reports, namely data during Covid (2020-2021) to determine the category of financial 

risk impact, and data after Covid (2022-2023) to test the hypothesis. After obtaining the required 

samples, the next step is to group the company sectors into 2 categories. Based on the findings of 

previous research, several companies experienced financial failure because they were unable to 

face the risk of environmental uncertainty, namely Covid, such as the hotel sector (Aritonang & 

Indriyani, 2023); textiles (Hidayat, 2021); restaurants and tourism (Prasetia et al., 2023). Tested the 

company's profit during COVID-19 (2020-2021) to ensure that both categories contained the correct 

business sectors. 

 
Table 1. Company Sector 

No Sector Number of Companies 

1 Infrastructure 64 

2 Health 30 

3 Primary Consumer Goods 5 

4 Non-primary Consumer goods 132 

5 Technology 40 

6 Energy 80 

7 Transportation 12 

8 Logistic 25 

9 Industry 5 

10 Raw Material 5 

11 Property 5 
             Source: Secondary Data, 2025 

 

Table 2. Number of Samples 2022-2023 

 2022 2023 Total  

Number of companies 402 403 805 
No-Listing  (5) (3) (8) 

          Source: Secondary Data, 2025 
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Furthermore, this study was divided into 2 categories of companies that were 

positively/negatively impacted by analyzing the company's profits during the COVID pandemic.  

Companies that experienced increased profits during the pandemic (telecommunications, logistics, 

pharmaceuticals, and medical device providers) will be included in group (1). In contrast, 

companies that experienced decreased profits (transportation, mining, property, tourism, hotels, 

and restaurants) will be included in group (2). 

 

RESULT AND DISCUSSION 
This study will analyze the company's financial ratios due to financial risk from 

environmental uncertainty. After the data has been successfully grouped, the first step is to test the 

normality of the data with the Kolmogorov-Smirnov test to determine the analysis tool that will be 

used to test the hypothesis. Furthermore, the hypothesis will be tested with non-parametric 

statistics using the Mann-Whitney test. The population used in this study is all sectors of companies 

listed on the Indonesia Stock Exchange (IDX). This study uses a research period from 2022 to 2023. 

The hypothesis testing of this study uses Mann-Whitney because the results of the data normality 

test using Kolmogorov-Smirnov show abnormal data.  

Table 3. Variables Measurement 

No Variables Measurement 

1 LTDtER (Long Term Debt 
to Equity Ratio) 

LTDtER (Long-term debt to equity 
ratio/shareholder equity) 
(Nuroktofiana et al., 2023) 

2 ROE (Return on Equity) ROE (Return On Equity) 
= Earning after tax/equity 
(Sari & Hermuningsih, 2020) 

4 Tobin’s Q Tobin’s Q 
= Market value of common stock + Book value of 

liability / Total Asset 
(Wati et al., 2022) 

5 Impact of financial 
company risk 

The impact of financial company risk that has a 
positive effect during COVID-19 is on 
telecommunications, logistics, pharmaceuticals, 
and medical equipment providers. Companies 
that are negatively affected include 
transportation, mining, property, tourism, hotel, 
and restaurant sectors. (Ediningsih & Satmoko, 
2022; Prasetia et al., 2023). Positive impact (1) 
negative impact (2) 

Source: Processed Data, 2025 

Table 4. Descriptive Statistic 

 N MIN MAX MEAN STD. DEV 

LTDtER 797 -184.270 416.170 2.194 24.134 
ROE 797   -99.100   115.400  7.296   20.201 
TQ 797 -88.730 15.690 0.656 4.325 

Source: Secondary Data, 2025 
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Table 5. Test of Mann-Whitney 

  N Mean Mann 
Whitney 

Kolmogorov 
Smirnov 

LTDtER Impact (+) 82 -0.445 0.015* 0.000** 
 Impact  (-) 715 2.498   

ROE Impact (+) 82 5.792 0.935 0.000** 
 Impact  (-) 715 7.469   

TQ Impact (+) 82 0.878 0.873 0.000** 
 Impact  (-) 715 0.631   

** Sig < 1%, * Sig < 5% 

Source: Processed Data, 2025 

 

The results of the descriptive statistical test in Table 4 show that the independent variable 

of the financial ratio, as seen from the LTDtER value, shows the lowest value of -184.270, namely 

PT Sri Rejeki Isman Tbk in 2022, PT Dafam Property Indonesia Tbk in 2023 has the highest LTDtER 

value of 416.170.  The average value of 2.194 shows that, on average, companies use more long-

term debt than shareholder equity for their operations, and a standard deviation value of 24.134, 

meaning that it has a poor data group distribution because the standard deviation value is greater 

than the average value. The results of the descriptive statistical analysis of the financial ratio, as 

seen from the ROE value, show the lowest value of -99.10, namely PT Borneo Olah Sarana Tbk in 

2023, PT Bayan Resources Tbk in 2022 has the highest ROE value of 115.40. The average value of 

7.279 shows that, on average, companies can generate earnings from the capital they have, and a 

standard deviation value of 35.247, meaning that it has a poor data group distribution because the 

standard deviation value is greater than the average value. The results of the descriptive test on TQ 

showed the lowest value of -88.73, namely PT Globe Kita Terang Tbk in 2022, PT Express Trasindo 

Utama Tbk in 2023 had the highest TQ value of 15.69, an average value of 0.651, and a standard 

deviation value of 4.325, meaning that the distribution of data groups was not good because it had 

a high standard deviation value from the average value.  

Table 5 shows that there are two categories of companies that have financial risk impacts. 

Based on the analysis of the 2022-2023 financial report data, there are 41 companies that have 

positive financial risks, with 82 observations, and 362 companies have negative risks, with 715 

observations. The data testing results with the Kolmogorov-Smirnov test obtained a p-value <5% 

(non-normal data). Furthermore, hypothesis testing with Mann-Whitney shows a significant 

difference in LTDtER between companies with positive and negative financial risk impacts. 

The test results show that there are differences in the long-term debt-to-equity ratio 

(LTDtER) in companies in Group 1 (positive impact) and companies in Group 2 (negative impact) 

after COVID-19. Companies in group 1 (positive impact) have a mean of 0.431, meaning long-term 

debt after COVID-19 is smaller than in group 2 (negative impact). The analysis results show 

empirical evidence that companies with lower debt risk can manage long-term debt better after the 

COVID-19 pandemic, thus potentially increasing financial competitiveness in the market 

(Aritonang & Indriyani, 2023). Companies in group 2 (negative impact) have a higher debt ratio, 

so investors will be more careful in making investment decisions because of the higher risk. If 

investors know a company with high assets and debt risk, investing in the company will be a 

consideration (Ilyas & Hertati, 2022). This is in line with the signal theory, which states that 

management with more information will encourage information delivery to investors. This 

information includes debt risk as a consideration for investors in decision-making (Rois et al., 2021). 
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According to the signal theory, companies are expected to continue providing information, 

including actions to manage long-term debt. Investors need information to compare the company's 

debt ratio with competitors before investing (Wahyuningtyas & Retnania, 2020). Therefore, the 

company must provide signals indicating that the company has carried out planning and control 

to reduce financial risk (Azevedo et al., 2025). 

The test results show no difference in profitability based on the impact of risk on companies 

in Group 1 (positive impact) and Group 2 (negative impact) after COVID-19. The results of the 

financial report data analysis show that the average ROE between companies in Group 1 (positive 

impact) and Group 2 (negative impact) is almost the same. For example, PT Phapros Tbk in 2022 

(group 1) and PT Indosterling Technomedia Tbk in 2022 (group 2) have the same ROE of 0.004. The 

results of this study indicate that ROE cannot be used as a signal by investors, indicating that the 

company is experiencing financial risk. This is because ROE can only show the company's ability 

to return capital effectively, but fails to contribute to the risk of financial failure (Assaji & 

Machmuddah, 2017). Based on signal theory, management successfully provides signals about 

financial risk, while also having profitability information to avoid problems that could harm 

investors (Dey et al., 2018). 

  The test results show no difference in Tobin's Q between companies in class 1 (positive 
impact) and companies in class 2 (negative impact) after COVID-19. Based on the analysis of 
Tobin's Q value in the financial statements of companies in class 1 (positive impact), for example, 
PT Gajah Tunggal Tbk in 2023, with companies in class 2 (negative impact), for example, PT 
Indofood CBP Sukses Makmur Tbk in 2023, the same TQ value was obtained at 0.53. These results 
give investors an overview of the company's prospects and the risks inherent in the company. 
Investors will not choose companies with high risks and tend to withdraw their investments, 
reducing the company's value (Pebrianti et al., 2022). Therefore, investors must ensure that 
management can manage finances by maintaining the company's value (Afifah & Budiarto, 2024). 
The results of this study confirm previous research, which stated that there was no difference in 
returns before and during COVID in the real estate, mining, infrastructure, and financial sectors 
(Agung & Susilawati, 2021). Therefore, referring to the signal theory, companies that can provide 
good information so that investors continue to believe in the company's financial condition. The 

results of this study also indicate that the success of management in managing financial risk will 

have an impact on the company's value. If investors are confident that information on capital 

structure, profitability, and efficiency is presented, the value of the company will be better (Roy & 

Bandopadhyay, 2022). 
 

CONCLUSIONS, LIMITATIONS, AND SUGGESTIONS 
   The data testing results in this study conclude that there is no difference in the profitability 
ratio and Tobin's Q between companies affected by COVID-19 and those not affected by COVID-
19. Furthermore, there is a significant difference in the debt ratio between companies affected by 
COVID-19 and those not affected by COVID-19. The limitation of this study is that it is only divided 
into two categories, namely companies affected by risk with favorable financial conditions and 
those with unfavorable financial conditions. Suggestions for further research can add one criterion 
to the 3 categories, because research states that in the agricultural sector, there is no significant 
difference in financial performance (Agung & Susilawati, 2021). This study provides implications 
for prospective investors to increase the amount of information before choosing a business sector 
when investing capital. 
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