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Abstract 

Debt to Equity Ratio (DER) and Return on Equity (ROE) to stock returns with dividend policy as an intervening 

variable on property and real estate companies listed on the Indonesia Stock Exchange in 2014-2018. This type 

of research is quantitative. This research population publishes all property and real estate companies listed on the 

Indonesia Stock Exchange. The sampling technique used is purposive sampling. The data contributed to the 

research of 54 companies, and obtained a sample of 18 companies. Data analysis method used is path analysis 

(path analysis) using the multiple test. Based on the results of data analysis, it shows that: (1) Debt to Equity 

Ratio (DER) does not affect stock returns; (2) Return on equity (ROE) has a significant effect on stock returns; 

(3) Debt to Equity Ratio (DER) has a significant effect on Dividend Payout Ratio (DPR); (4) Return on equity 

(ROE) has a significant effect on Dividend Payout Ratio (DPR); (5) Dividend Payout ratio (DPR) can mediate 

the effect of Debt to Equity Ratio (DER) on stock returns; (6) Dividend payout ratio (DPR) can mediate the 

effect of return on equity (ROE) on stock returns. 

Keywords:Debt to Equity Ratio (DER), Return on equity (ROE), Stock Returns, Dividend Payout Ratio (DPR), 

Dividend Policy 

 

 

Introduction 

Economic development at this time resulted in increasingly fierce business competition. 

For that, every company must be more leverage and always be more careful in running the 

company to obtain the profit or profit expected by the company. As the economy grows, the 

property and real estate industries also develop. 

At present, the profits earned by property companies listed on the IDX are experiencing a 

decline in aspects of their financial statements. This resulted in a lot of impact experienced by 

the company. This is caused by various factors that occur. However, property companies 

listed on the IDX still make the best contribution to consumers. The decline in several aspects 

of financial statements experienced by property companies due to the impact of the existing 

global financial crisis. There is also a depreciation in the rupiah and an increase in fuel prices 

which has caused uncertainty and rising inflation. This has resulted in doubts and delays in 

investing in the private sector and eroding national economic resilience(Pratiwi, 2018). 

Research in the property sector is said to be important because the need for boards is 

one of the basic human needs. Activities in the property industry can be used as an indicator 

of how active economic activity is taking place. Every economic activity basically will always 

require property products as a factor of production. The development of property activities 

has a multiplier effect on the development of other sectors that are directly or indirectly 

related. In the case if there is no demand for property products, it indicates that the economy 

is in an underdeveloped condition. Property is arguably the sector that never dies. When other 

sectors collapsed due to economic crisis, the property business showed an anomaly. In various 
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places, there are houses and shophouses, apartments, shopping centers, office centers, 

condominiums and housing (Pratiwi, 2018). 

The phenomenon that is developing at this time illustrates that the real estate and 

property sub-sector is a business sub-sector that is sufficiently developing. Latest news about 

companies in the real estate and property sub-sector, where an increase in profits in the real 

estate and property sub-sector reached 43% (Komala, L. A. P., & Nugroho, P. I., 2013). The 

increase rate is higher than the chemical industry and investment services which only 41% 

and 34%. The increase in profits was based on rising demand and rising property prices by 

5.17% per year. 

This condition is the main consideration of researchers to choose the property and real 

estate sector as research objects. On the Indonesia Stock Exchange (IDX) 54 real estate 

companies are listed. Researchers used a purposive sampling method that focused on 18 Real 

Estate and Property companies found on the IDX. This research period was conducted 

between 2014-2018, with the reason that the period is the period closest to the time of the 

study, the availability and completeness of the data in this period also became one of the 

period selection variables. 

The financial ratios used in this study are solvency ratios that are proxied in Debt to 

Equity Ratio (DER), and profitability ratios proxied in Return on Equity (ROE). Debt to 

Equity Ratio (DER) is a ratio that shows how much proportion of the company's capital 

comes from debt. The higher the DER, the higher the risk that will occur to the company, 

because the company's funding from the debt element is greater than its own capital. 

One of the most important indicators used by investors to increase the value of 

profitability itheir companies before investing is to know the amount of Return on Equity 

(ROE) in a company. ROE is a measure of a company's ability to generate profits using its 

own capital(Susilowati & Turyanto, 2011). ROE ratio can be used to show the level of returns 

generated by management from the capital provided by the owner of the company itself.DER 

and ROE have an important role in dividend policy, where this policy can ultimately 

maximize stock returns. The results of research on what factors can influence the return of 

special shares in ROE, DER, still produce inconsistent findings (see for example (Nurmasari, 

2017); (Siburian, 2013); (Nazir et al., 2012); (Yudiana & Yadnyana, 2016); (Baah et al., 

2014); (Unggul, 2013). Based on Nurmasari’s and Nazir’s finding, the results showed that 

partially, CR, ROE and income growth had no significant effect on stock returns. Meanwhile, 

DER has a significant negative effect on stock returns. Financial ratios (CR, ROE, DER) and 

income growth simultaneously have a significant effect on stock returns. While, Yudiana’s 

finding shows that managerial ownership has no effect on dividend policy, while leverage and 

investment opportunity set negative effect on dividend policy, as well as a positive effect on 

profitability dividend policy. Further, Baah and Unggul found that The study reveals that the 

main determinants of dividend policies of companies listed on the GSE are return on equity, 

profit after tax and size of the company. There are however different factors that influence the 

dividend payout across the various sectors. Hence, further research needs to be done on the 

certainty of what factors can influence stock returns in capital markets with dividend policy as 

an intervening variable that mediates the relationship between DER and ROE. Therefore, 

based on the relationship between ROE and DER with dividend policy, the dividend policy is 

determined in this study as an intervening variable that mediates the relationship between 

DER and ROE with stock returns. 

The results of research on what factors can influence stock returns specifically ROE, 

DER, still produce inconsistent findings. This can be seen from previous research conducted 
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by (Nurmasari, 2017) and (Siburian, 2013) which concluded that DER has no significant 

effect on stock returns. (Aziz, 2012) and (Susilowati & Turyanto, 2011) state that Return On 

Equity has a positive and significant effect on stock returns. It is different from the research 

conducted by (Nurmasari, 2017) which states that ROE does not have a significant effect on 

stock returns. (Yudiana & Yadnyana, 2016) show that leverage (DER) has a negative effect 

on dividend policy, and profitability (ROE) has a positive effect on dividend policy. (Unggul, 

2013) states that there is an effect of profitability ratio (ROE) on stock returns with dividends 

as a mediating variable. (Nazir et al., 2012) stated that there is an effect of the leverage ratio 

(DER) on stock returns with dividends as a mediating variable. (Afas et al., 2017), 

(Komrattanapanya & Suntraruk, 2013), (Labhane & Das, 2015), and (Yasa & Wirawati, 

2016), show that DER has a significant (negative) effect on the dividend payout ratio where 

each increase of debt to equity ratio causes a decrease in the dividend payout ratio. 

Meanwhile, research results from (Rehman & Takumi, 2012) show a significant (positive) 

result from the debt to equity ratio to the dividend payout ratio, where each increase in debt to 

equity ratio will cause an increase in the dividend payout ratio. (Gumanti, 2013), (Komala & 

Nugroho, 2013), (Sumampow & Murni, 2016), (Kartika, 2015), (Yudiana & Yadnyana, 2016) 

and Yasa et al (2016). ) shows that ROE has a significant (positive) effect on the dividend 

payout ratio where an increase in return on equity results in an increase in the dividend payout 

ratio. While the results of research (Komala & Nugroho, 2013) and (Maladjian & Khoury, 

2014) show a significant (negative) result of return on equity to dividend payout ratio, where 

each increase in return on equity will cause a decrease in the dividend payout ratio. Based on 

the description above, there is a research question from previous research, so that researchers 

are interested in reexamining the relationship between ROE and DER with dividend policy as 

an intervening variable that mediates the relationship between DER and ROE with stock 

returns. 

Literatur Review  

Debt to Equity Ratio (DER) 

According to(Horne Van & Wachowicz Jr, 2000), "Debt to Equity Ratio is a 

comparison between total debt or total debts with total shareholder's equity". This ratio is 

sought by comparing all debt, including current debt and all equity. For banks (creditors), the 

greater this ratio, the more unprofitable because the greater the risk borne by the failure that 

may occur in the company. 

However, for companies the greater the ratio the better. Conversely with a low ratio, the 

higher the level of funding provided by the owner and the greater the security limit for the 

borrower in the event of loss or depreciation of the value of the asset. This ratio also provides 

general guidance on the financial viability and risk of the company. The formula to look for 

debt to Equity Ratio is as follows: 

Debt to Equity Ratio = 
��������������	


���
	����	

������
(Shim & Siegel, 1999) 

 

 

 

Return on Equity (ROE) 
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According to(Brigham & Houston, 2011), the notion of ROE is the net ratio of ordinary 

equity measures the rate of return on ordinary shareholder investment. This Return on Equity 

Ratio shows the efficient use of own capital. If this ratio is higher, the better. That means the 

company's position will be stronger, and vice versa. Return on Equity is calculated by 

dividing net income with shareholder equity. How to calculate return on equity can be done 

by using a formula. The following is the Return on Equity (ROE) formula: 

Return On Equity = 
�	������	

������
(Van Horne & Wachowicz Jr, 2005) 

 

Stock Return 

According to(Tandelilin, 2010)stock return is one of the factors that motivates investors 

to invest and is also a reward for the courage of investors to bear the risk of investing they do. 

According(Hartono, 2013) stock returns defined the results obtained from stock investments. 

Returns can be either realized returns that have occurred or expected expectations that have 

not yet occurred but are expected to occur in the future. According to(Brigham & Houston, 

2011), return is the difference between the amount received and the amount invested divided 

by the amount invested. 

According to (Horne & Wachowicz, 2012)return (return) is the income received from 

an investment coupled with changes in market prices, which is usually expressed as a 

percentage of the initial market price of the investment. Based on the above definition the 

authors conclude that stock returns are a result obtained or the difference between the amount 

received by the amount invested divided by the amount invested from selling or buying a 

stock. The following is the Stock Return formula; 

Return = 
�������

����
 + Yield(Ariyanti, 2016) 

Dividend Policy 

Dividend is the distribution of profits / profits made by a company to shareholders on 

the profits obtained by the company(Halim, 2015). Whereas dividend policy is a decision to 

divide the profits obtained by the company to shareholders as dividends or will retain in the 

form of retained earnings to be used as investment financing in the future. 

If the company chooses to distribute profits as dividends, it will reduce retained 

earnings and then reduce the total source of internal funding or internal financing. Conversely, 

if the company chooses to hold the profits obtained, then the ability to form internal funds will 

be even greater (Sartono, 2014). Dividend payments differ from interest payments because 

dividends cannot reduce the amount of taxes paid by companies, because the funds are taken 

from net income after taxes (earning after taxes) (Syamsudin, 2011). 

Dividend payout ratio measurement is a part that is integrated with the company's 

funding decision. Dividend Payout Ratio, which is the ratio that shows the results of the 

comparison between cash dividends per share and earnings per share. 

This ratio illustrates the amount of profit from each share allocated in dividends. Similar 

to dividend yield, this ratio can also be used as a proxy (approach) in determining dividend 

policy, which is a decision making by the issuer regarding the amount of cash dividends to be 

distributed to shareholders (Hery & Si, 2015).The following is the Dividend Payout Ratio 

(DPR)formula ; 

DPR = 
�����	���	

��
	
��
�����	
���
	

(Hery & Si, 2015) 
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RESEARCH METHOD 

The type of data used in this study is quantitative data. Quantitative data is data in the 

form of numbers. Quantitative data used in this study is the company's 2014-2018 financial 

statements and annual reports obtained through the Indonesia Stock Exchange (IDX) website 

published on its website, namely www.idx.co.id and the websites of each company if the data 

is not obtained on the Indonesia Stock Exchange (IDX) website. 

The scope of the problem that will be discussed in the writing of this thesis, namely 

researchers only discuss the Effect of Debt Equity Ratio and Return on Equity on stock 

returns with Dividend Policy as Intervening Variables in the Property and Real Estate 

subsector on the Indonesia Stock Exchange period 2014-2018. 

According to the source, the data used in this study are primary data, primary data is a 

source of data obtained directly from the original source (not through intermediary media). 

The data used in this study are company publications in the form of financial reports, annual 

reports and a summary of the performance of the sample companies during the observation 

period. 

The total sample of Real Estate and Property companies listed on the IDX has 54 companies 

while the samples taken are based on sample withdrawal characteristics that have sample 

research criteria of 18 companies. 

 

Analysis Method 

The data analysis method used in this study uses multiple linear regression with the help 

of the SPSS (Statistical Product and Service Solutions program) program. Based on the 

hypothesis in this study, the data analysis method used is quantitative analysis to calculate or 

estimate quantitatively from several factors individually or together with the related variables. 

The functional relationship between one variable related to the independent variable can be 

done with multiple linear regression. 

Previous research was used as a reference in gathering variables in this study by(Sari, 

2015). The results of this study are the Debt to Equity Ratio (DER) and Return on Equity 

(ROE). Research result. (Nirayanti & Widhiyani, 2014)Different from the results of Good, 

(Priyonoto et al., 2018)research shows that the Current Ratio, Debt to Equity Ratio and Return 

on Equity are not significant to stock returns. The research framework is a relationship and 

the relationship between one concept to another concept of the problem to be studied. For this 

framework to connect and explain a topic to be discussed. This flow of thought is expected to 

provide direction and an overview of the variables to be examined. The variables that will be 

used in analyzing stock returns are financial ratios that include Debt to Equity Ratio and 

Return on Equity. The framework of research is described as follows; 
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Figure 1. Research Framework 

 

Results and Discussion 

Hypotheses Test and Discussion 

Effect of DER and ROE on DPR 

 

Tabel 1. Partial T test 

Coefficients
a
 

Model  Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

 

1 

(Constant) 5.196 .417  12.450 .000 

 LN_DER .381 .154 .236 2.468 0.16 

LN_ROE .656 .164 .382 3.994 .000 

a. Dependent Variable: LN_ DPR 

Based on the results of the partial t test presented above, the following calculation results are 

obtained: 

a. The variable Debt to equity Ratio (DER) has a significant effect on the DPRin 

property and real estate companies listed on the Indonesia Stock Exchange in the 

2014-2018 period, this is evidenced by the coefficient sig = 0.016 <0.05.  

b. The Return on Equity (ROE) variable has a significant effect on the DPRin property 

and real estate companies listed on the Indonesia Stock Exchange in the 2014-2018 

period, this is evidenced by the coefficient sig = 0.000 <0.05. 
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 ! ⟶ # =  & + () *+ + (,+-* +  ! ………………..(1) 

DPR = 5.196 + 0,381 DER + 0,656 ROE + ∈ 

 !=Direct Effect   

/! =Indirect 

Effect 

Y = Return Saham 

& = Konstanta 

(1 =Koefesien Regresi untuk DER 

(2 = Koefesien Regresi untuk ROE 

(3 = Koefesien Regresi DPR  
! = *00102304 

 

Effect of DER, ROE and DPR on Stock Returns 

Tabel 2. Partial T Test 

 

Coefficients
a
 

Model  Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

1 (Constant) .920 .529  1.739 .086 

LN_DER .236 .121 .139 1.949 .055 

LN_ROE .632 .136 .349 4.656 .000 

LN_DPR .549 .081 .521 6.740 .000 

a. Dependent Variabel: LN_Return 

Based on the test results presented above, the following research findings are obtained: 

a. DER did not have an insignificant effect on Stock Returns in property and real estate 

companies listed on the Indonesia Stock Exchange in the 2014-2018 period, this 

finding was proven by the coefficient sig = 0.055> 0.05 

b. ROE has a significant effect on Stock Returns in property and real estate companies 

listed on the Indonesia Stock Exchange in the 2014-2018 period, this finding is 

evidenced by the coefficient sig = 0.000 <0.05. 

c. DPR has a significant influence on Stock Returns in property and real estate 

companies listed on the Indonesia Stock Exchange in the 2014-2018 period, this 

finding is proven by the coefficient sig = 0.000 <0.05. 

 

/! ⟶ # =  & + () *+ + (,+-* + (5  6+ + ! ………(2) 

Return = 0,920 + 0,236 DER + 0,632 ROE + 0,549 DPR + ∈ 

Keterangan: 

 !=Direct Effect   

/! =Indirect 

Effect 

Y = Return Saham 

& = Konstanta 

(1 =Koefesien Regresi untuk DER 
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(2 = Koefesien Regresi untuk ROE 

(3 = Koefesien Regresi DPR  
! = *00102304 

 

DER Mediation Test of Stock Returns through the DPR with Sobel Test 

The Path Test is carried out using the Sobel Test with the help of the Sobel Calculator 

which is provided online at the website: http://quantpsy.org/sobel/sobel.htm ) and is known as 

the Sobel Test (Sobel Test). Sobel test is done by testing the indirect effect between 

independent variables on the dependent variable through intervening variables. To see the 

effect of mediation, it is seen from the multiplication coefficient that is significant or not. The 

following are mediation test results of the effect of DER on-stock returns through the DPR: 

 

 

7�� =  89,7:, + :,79, + 7:,79, 

= 8(0,549,A0,154,) + (0.380,A 0,081,) + (0,154,x 0,081,) 

= 8(0.301401A0,023716) + (0,1444A0,006561) + (0,023716A0,006561) 

= 8(0,0071480261 + 0,0009474084 + 0,0001556007) 

= 0,090835209 

2 =  
:9

7:9
 

= 
K.5LK M K,NOP
K,KPKL5N,KP

 = 
K,,KLQ,
K,KPKL5

 = 2,2968 

From the results of t count = 2.296 greater than t table with a significance level of 0.05 

that is equal to 1.96, it can be concluded that the mediation coefficient 0.20862 is significant 

and means there is an effect of DER mediation on stock returns through the DPR. 

 

ROE Mediation Test of Stock Returns through the DPR with Sobel Test 

The Path Test is carried out using the Sobel Test with the help of the Sobel Calculator 

which is provided online at the website: http://quantpsy.org/sobel/sobel.htm ) and is known as 

the Sobel Test (Sobel Test). Sobel test is done by testing the indirect effect between 

independent variables on the dependent variable through intervening variables. To see the 

effect of mediation, it is seen from the multiplication coefficient that is significant or not. The 

following are mediation test results of the effect of ROE on stock returns through the DPR: 

7�� =  89,7:, + :,79, + 7:,79, 

= 8(0,549,A0,164,) + (0.656,A 0,081,) +  (0,164,x 0,081,) 

=8(0.301401A0,026896) + (0,1444A0,006561) + (0,026896A0,006561) 

= 8(0,0081064813 + 0,0009474084 + 0,0001764647) 



Edunomic: Jurnal Ilmiah Pendidikan Ekonomi Fakultas Keguruan dan Ilmu Pendidikan  

Vol. 8, No. 2, Tahun 2020 

80 

p-ISSN 2337-571X | e-ISSN 2541-562X  

© 2020 Edunomic: Jurnal Ilmiah Pendidikan Ekonomi  

Fakultas Keguruan dan Ilmu Pendidikan   

 

 

= 0,0960747334 

2 =  
:9

7:9
 

= 
K,QNQ M K,NOP

K,KPQKR
=  K,5QK)O

K,KPQKR
= 3,748 

 

From the results of t count = 3.748 is greater than t table with a significance level of 

0.05 which is 1.96, it can be concluded that the mediation coefficient of 0.3601 is significant 

and means there is an effect of ROE mediation on stock returns through the DPR. 

 

Effect of DER on-Stock Return 

Statistical test results with the t test showed that the DER variable (Debt to Equity 

Ratio) did not have a significant effect on stock returns on property and real estate companies 

listed on the Indonesia Stock Exchange in the 2014-2018 period, this finding was evidenced 

by the coefficient sig = 0.055> 0.05. 

The higher the value of DER, the more equity funding through debt. This indicates that 

the capital structure of the business more use of debts. The increase in DER can also be 

caused by the value of own capital is much smaller when compared to debt on external 

parties. Increasing the use of debt will increase company capital but if the company is unable 

to manage these funds effectively and efficiently, so a high debt equity ratio will reflect the 

high debt held by the company. If the company's Debt to Equity Ratio (DER) is high, there is 

a possibility that the company's stock price will be low because if the company makes a 

profit, the company tends to use that profit to pay its debt compared to dividing the dividend. 

This situation will certainly provide bad information for investors. If a company bears a 

high debt burden, that is, exceeds its own capital, then the company's stock price will 

decrease. This bad information will cause a decrease in stock demand, so the stock price will 

make adjustments to the information that has been circulating. This means that most 

manufacturing companies are considering empowering their own capital as a source of 

funding. These conditions will cause the stock returns obtained by investors will decrease. 

The results of this study support research conducted by(Nurmasari, 2017) examining the 

effect of DER on stock returns in mining companies concluding that DER does not have a 

significant effect on stock returns. This research is also supported by (Siburian, 

2013)concluding that DER does not have a significant effect on stock returns. 

 

Effect of Return on Equity (ROE) on Stock Returns 

Obtained a coefficient of the ROE variable of 0.632 and has a significance value of 

0.000. Where the value is smaller than the significance value (α = 0.05). Then the Return on 

Equity (ROE) has a significant positive effect on stock returns. These results indicate an 

increase and decrease in stock returns will be influenced by Return on Equity information. 

This ratio illustrates the rate of return on own capital in generating net income. If the Property 

and Real Estate company shows an increase in ROE, then the company has good management 

in managing its capital optimally to generate net profit. So that it can improve the welfare and 

trust of investors who invest their capital in the Property and Real Estate company. 

Investor confidence will be followed by increased demand for these shares. Then the 

request will be followed by a rising stock price and then the stock return that will be obtained 
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will also increase. The positive influence between Return on Equity on stock returns, shows 

that investors use ROE contained in the issuer's financial statements as an analysis tool to 

obtain a decent stock return. 

The results of this study support the research conducted by (Aziz, 2012)which examines 

the effect of Return On Equity on Stock Returns stating that a positive and significant effect 

on stock returns. This research is also supported by (Susilowati & Turyanto, 2011)which 

states that Return On Equity has a positive and significant effect on stock returns. 

Effect of Debt to Equity Ratio (DER) on Dividend Payout Ratio (DPR) 

Based on the results of the above test it can be seen that both partially and 

simultaneously, the debt to equity ratio variable is normally distributed. The debt to equity 

ratio variable is also free from multicollinearity, autocorrelation and heteroscedasticity. The 

results obtained from the t test showed a t-test value of 2,468 and a significance of 0.016. The 

results obtained from the t test show that the Debt to Equity Ratio (DER) has a significant 

effect on the Dividend Payout Ratio (DPR) in the property and real estate sector on the 

Indonesia Stock Exchange, where when the Debt to Equity Ratio (DER) of a company rises, 

the dividend payout the ratio will decrease, and vice versa, when the Debt to Equity Ratio 

(DER) decreases, the company's dividend payout ratio will riset (Sutrisno, 2009). Then Debt 

to Equity Ratio (DER) has a significant effect on Dividend Payout Ratio (DPR). 

This is supported by research by(Afas et al., 2017), (Komrattanapanya & Suntraruk, 

2013), (Labhane & Das, 2015), and(Yasa & Wirawati, 2016), showing that DER has a 

significant (negative) effect on the dividend payout ratio where each increase from the debt to 

equity ratio causes a decrease dividend payout ratio. Meanwhile research results 

from(Rehman & Takumi, 2012) show significant (positive) results from the debt to equity 

ratio to the dividend payout ratio, where any increase in the debt to equity ratio will cause an 

increase in the dividend payout ratio. 

This is supported by research (Rehman & Takumi, 2012) that shows significant 

(positive) results from the debt to equity ratio to the dividend payout ratio, where each 

increase in debt to equity ratio will cause an increase in the dividend payout ratio. While the 

research results from (Afas et al., 2017), (Komrattanapanya & Suntraruk, 2013), (Labhane & 

Das, 2015), and (Yasa & Wirawati, 2016), show that DER has a significant (negative) effect 

on the dividend payout ratio. where each increase of the debt to equity ratio causes a decrease 

in the dividend payout ratio. 

Effect of Return on Equity (ROE) Against Devidend Payout Ratio (DPR) 

Based on the results of the above test it can be seen that both partially and 

simultaneously, the return on equity variable is normally distributed. The return on equity 

variable is also free from multicollinearity, autocorrelation and heteroscedasticity. The results 

obtained from the t test show the value of t-count 3,994 and significant 0,000. The results 

obtained from the t test show that Return on Equity (ROE) has a significant (positive) effect 

on the Dividend Payout Ratio (DPR) of property and real estate listed on the Indonesia Stock 

Exchange, where when the company's return on equity rises the dividend payout ratio will rise 

also. Vice versa, when the return on equity decreases, the dividend payout ratio also 

decreases. This means that Return on Equity (ROE) has a significant (positive) effect on 

Dividend Payout Ratio (DPR) that can be accepted. 

Companies that are able to generate profits and stabilize the level of profit to be 

obtained can determine how much dividend will be distributed to investors. The prospect of 
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achieving profit next year is also a major factor in the number of dividends to be distributed 

this year. If management believes that it can make a profit next year, then it is certain that 

dividends will definitely increase. 

As for the possibility of the emergence of even distribution of dividends, company 

management will continue to maintain stability and show shareholders in the form of signals 

(ie dividends), that dividends are still given by companies in accordance with market 

expectations. Motivation to distribute dividends will be high if the company can achieve high 

profits. This means that the motivation to distribute increased dividends is also determined by 

the company's management's confidence in achieving profits in the years to come (Gumanti, 

2013: 85). 

The results of this study are supported by research(Gumanti, 2013), (Komala & 

Nugroho, 2013), (Sumampow & Murni, 2016), (Kartika, 2015), (Yudiana & Yadnyana, 

2016)and Yasa et al (2016) show ROE has a significant (positive) effect ) to the dividend 

payout ratio where the increase in return on equity results in an increase in the dividend 

payout ratio. Meanwhile the results of research from (Komala & Nugroho, 2013)and 

(Maladjian & Khoury, 2014)show significant (negative) results from return on equity to the 

dividend payout ratio, where any increase in return on equity will cause a decrease in the 

dividend payout ratio. 

 

Effect of Dividend Payout Ratio (DPR) mediates Debt to Equity Ratio (DER) on stock 

returns 

Sobel test results show that, the Dividend Payout ratio can mediate the effect of Debt to 

Equity Ratio on stock returns on property and real estate companies listed on the Stock 

Exchange in the 2014-2018 period. Judging from the results of t count = 2.296 greater than t 

table with a significance level of 0.05 that is equal to 1.96, it can be concluded that the 

mediation coefficient 0.20862 is significant and means there is an effect of DER mediation on 

stock returns through the DPR. 

A company with a low DER means that it has a low debt level as well, a low debt level 

is considered to be able to increase the company's revenue, if the company's revenue 

increases, the dividends distributed will also increase, this increase in dividends will also have 

an impact on increasing stock returns. An increase or decrease in debt will in turn affect the 

size of the net profit available to par shareholders including dividends received because the 

obligation to pay debts takes precedence over dividend distribution. Thus, the lower the debt 

ratio will further increase the profitability ratio of a company. The results of this research that 

support this research conducted by (Nazir et al., 2012)stated that there is an influence of 

leverage ratio (DER) on stock returns with dividends as a mediating variable. 

Effect of Dividend Payout Ratio (DPR) mediates Return on Equity (ROE) on stock 

returns 

Sobel test results show that, the dividend payout ratio can mediate the effect of return on 

equity on stock returns on property and real estate companies listed on the Stock Exchange in 

the 2014-2018 period. Judging from the results of t count = 3.748 is greater than t table with a 

significance level of 0.05 which is 1.96, it can be concluded that the mediation coefficient of 

0.3601 is significant and means there is an effect of ROE mediation on stock returns through 

the DPR. 
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A company with a high Return on Equity (ROE) means it has enough profit to pay 

dividends to its shareholders. The higher ROE, the dividends distributed to shareholders will 

also be higher, so stock returns will also go up. Dividend policy provides information about 

the company's profit growth in the future, this information will invite a response from 

investors which in turn will affect the company's return (Baah et al., 2014). 

In accordance with the signaling hypothesis theory, it can be stated that the higher ROE 

shows that the company has a high profit as well, so this becomes good news or a good signal 

for investors and will have an impact on increasing dividends paid, thus also increasing stock 

returns. The results of previous studies that support this research conducted by Unggul (2013) 

stated that there is an effect of the profitability ratio (ROE) on stock returns with dividends as 

a mediating variable. 

Conclution  

The results of this study also show the influence of the ratio of debt to capital and equity 

to dividend stock loans as an intervening variable. The test results show that the DER variable 

(Debt to Equity Ratio) is not significant to stock returns. Return on Equity (ROE) has a 

significant positive effect on stock returns. Debt to Equity Ratio (DER) has a significant effect 

on Dividend Payout Ratio (DPR). Return on Equity (ROE) has a significant (positive) effect 

on Dividend Payout Ratio (DPR). Dividend Payment ratios can mediate the effect of the Debt 

to Equity Ratio on stock replacement. In evaluating the effect of mediation, it is proven that 

dividend policy can mediate the effect of ROE and DER on-stock returns. 
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